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1 Vancouver, Washi ngton, June 27, 2016

2 8:19 a. m

3 - 0Q0-

4

5 PROCEEDI NGS

6 JUDGE NOBLE: W're going to go on the

7| record, so I'll have to informally open the record and
8| introduce all of you very briefly, but at 9:00, we'll

9| have nore of a formal introduction and then all of you

10| will identify yourselves and who you're representing.

11 But in the neantine, |'m hoping that you

12| will give your card to our poor, helpless court reporter
13| so that the court reporter will have the spelling of

14 | your nane, and you wll also be asked to identify

15 | yourselves for the record when you speak because there's
16 | just too many of you for all of us to recognize you by
17| sight, at least for a while. So maybe you can j ust

18 | identify yourselves before you speak now, and then when
19| we have a little bit of a break before 9:00, just cone
20 | up and give your cards to the court reporter. All

21| right?

22 Good norning. This is before the State of

23 | Washington Energy Facility Site Evaluation Council in

24| the Matter of Application No. 2013-01, Tesoro Savage LLC

25 | Vancouver Energy Distribution Terminal. This is Case
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1| No. 15-001. M nane is Cassandra Noble. | amthe
2| admnistrative | aw judge that has been assigned to

3| conduct this hearing today and for the subsequent weeks.

4 This is just the prelimnary part of the
5| hearing. W will have nore formal introductions when
6| the council comes in. The council is not present in the

7| hearing roomat this tinme, and we're going to go over

8| sonme matters that will help us to get through the day

9| efficiently.

10 There are a nunber of things that we need to
11| go over, but first, | need to have all of you identify
12 | yourselves for the record just very briefly. You'l

13 | have nore of a chance when the council cones in, but

14 | just so we know who you are. So could we have the

15 | attorneys for Tesoro Savage, please.

16 MR. JOHNSON:. Yes, Your Honor. This is Dale
17 | Johnson representing the applicant.

18 JUDGE NOBLE: Thank you. And is anyone el se
19 | present here today with you?

20 MR. JOHNSON: Yes, Your Honor. M coll eague

21 | Tadas Kisielius and ny coll eague Jay Derr, who is not in

22 | the roomnow, will be down in a few m nutes.

23 JUDGE NOBLE: Al right. At 9:00 all of you
241 will introduce yourselves nore formally, so M. Derr |

25| assunme will be here at that tine.
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And Counsel for the Environnent?

MR KERNUTT: Yes, Matt Kernutt here.

JUDGE NOBLE: Thank you. City of Spokane?

City of Vancouver?

M5. REED:. Karen Reed here for the Cty of
Vancouver, and al so Bronson Potter and Susan Drummond.

M5. DRUMMOND: Mbr ni ng.

JUDGE NOBLE: Mrning. M. Reed, it's not
necessary for you to stand if you don't wish to. |
understand that there is an issue.

M5. DRUMMOND: Thank you. | appreciate
t hat .

JUDGE NOBLE: City of Washougal ?

Cl ark County?

MR. HALLVIK:  Tayl or Hall vi k.

JUDGE NOBLE: Col unbia River Inter-Triba
Fi sh Conm ssi on?

M5. CARTER Julie Carter.

MR. LOTHROP: Rob Lot hrop.

JUDGE NOBLE: [I'mnoticing that it's

difficult to hear you, and I'msure the court reporter

I s having trouble too, so you will have to -- when you
have anything |l engthy to say, you'll have to step up to
the m crophones. | don't believe there are any

m crophones at the tables back there. kay.
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1

"Il check on that and see -- | had expected

2| that there would be m crophones.

3 MR. POTTER There is a hand m crophone.

4 JUDGE NOBLE: Al right. W'IlIl get

5| instructions on howto use that. But I'll see if we can
6| inprove that situation; I'mnot sure we can, but

7| hopefully we'll be able to do that.

8 Col unbi a Waterfront?

9 M5. LARSON: Linda Larson, and Dani el

10 Tinmons is with ne.

11

12

13

14

JUDGE NOBLE: Thank you.

Brent Hall?

MR HALL: Here, Your Honor.

JUDGE NOBLE: Confederated Tribes of the

15 Umatill a I ndi an Reservati on?

16

17

MR. HALL: That's correct.
JUDGE NOBLE: Thank you. Confederated

18 Tri bes and Bands of the Yakana Nati on?

19

20

21

Departnent of Natural Resources?
MR PRUT: Terry Pruit.
JUDGE NOBLE: The parties represented by

22 | Earthjustice: Colunbia Riverkeeper, Cimte Sol utions,

23 | ForestEthics, Friends of the Colunbia Gorge, Fruit

24 | Val |l ey Nei ghborhood Association, Sierra Cub, Spokane

25 | Riverkeeper,

Washi ngt on Envi ronnental Council ?
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1 M5. BOYLES: Christen Boyles with Anna

2| Sewell here.

3 JUDGE NOBLE: Thank you.

4 I nternati onal Longshore Warehouse Union

5| Local 47?

6 Port of Vancouver?

7 MR. BARTZ: David Bartz, and ny partner

8 | Connie Sue Martin.

9 JUDGE NOBLE: Thank you. So here's what

10| we're going to do between now and 9:00. First of all, |
11| have to rule on the efforts to admt the DEIS as an

12 | exhibit and have expert testinony concerning that, as

13| well as attachnents to that expert testinony. | need to
14 | ask you about the situation with regard to all of your
15| exhibits in the joint exhibit list.

16 | have several agreed exhibits and |I had

17| intended to admt all of those agreed exhibits this

18 | norning, but | don't think I"mgoing to be able to do
19| that and |I'm hoping to be able to do that tonorrow. And
20| we'll get into that in a mnute.

21 | need to rule on prefiled expert testinony,
22| but I"'monly going to be able to do that in a few days
23 | because | have just gotten through sone of it, and I

24| want to give it a conplete study before |I nake those

25| rulings, but today I will be ruling on the expert of the
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1| proponents of Tesoro Savage, particularly Fred M1l ar.

2] So I'll be ruling on that this norning.

3 | need to confirmwth you the site -- oh,
4| vyes.

5 M5. LARSON:. M. MIllar is not a Tesoro

6| Savage witness; he's a witness for Colunbia R verkeeper.

7 JUDGE NOBLE: All right. Thanks. Sorry.
8 MS. LARSON: There's sone tine there.
9 MR. JOHNSON: Your Honor, there is an

10 | outstandi ng objection to our witness John Hack. So |

11 don't know if that's --

12 JUDGE NOBLE: That's the one. John Hack.
13| I'msorry. And | need to confirmwth you the details
14| of the site visit, which will happen today at -- we'll

15| close this hearing at 4:00 today so that the site visit

16 | can take place. Sone of you are going with the council

17| on the bus. | just want to confirma few details about
18 | that.
19 W have prepared a joint wtness |ist and

20 | Tesoro Savage has al so prepared one. And so | want to
21| ask a few details about that, nake sure everyone has a
22 | copy and has it available and we can work fromthat

23 | today.

24 MR. JOHNSON:. Yes, Your Honor, everyone

25 | should have a copy.
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1 JUDGE NOBLE: All right.
2 MR. JOHNSON: Looks |like we do. There are,
3| | think, sonme updates. Qoviously, we were conpiling

4| this as recently as last Friday. W've received sone
5| updates fromfolks with regard to willingness to
6| stipulate. So there could be additional stipulations to

7| some of these exhibits, but everyone is working from

8| the --

9 JUDGE NOBLE: The joint --

10 MR. JOHNSON: -- list that we provided | ast
11 | week.

12 JUDGE NOBLE: Good. And | appreciate that.
13| | think it will help everybody to keep on the sane track

14| with regard to exhibits. There are many, many exhibits
15 | and sonetines they can be m ssed. People will forget to
16 | offer them or | may forget to rule on themor the

17 | opportunity may not have cone up. So at the end of the
18 | day, we'll try to go through that a little bit and nmake
19 | sure that we don't |eave any exhibits behind. So I

20| think you'll be glad you did that.

21 MR. JOHNSON:. And, Your Honor, just -- and
22 | you may be getting there, but just to clarify, in terns
23| of today's testinony, if we haven't preadmtted exhibits
24| at this point, then will we need to go ahead and offer

25 | those exhibits throughout our testinony?
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1 JUDGE NOBLE: Right. 1In the usual way.

2 MR. JOHNSON:. Okay. All right.

3 JUDGE NOBLE: And then when you want to | ay
4| the foundation, you would not ask Ms. Mastro -- Tammy

S| Mastro is here. She's going to be able to put your

6| exhibits up on the screen, as needed. And if you want

7| to just lay the foundation for that and then offer and
8| it gets admtted, then she'll be able to put it up on

9| the screen for all to see the contents of the witness --
10 | of the exhibit.

11 MR JOHNSON: Al right.

12 JUDGE NOBLE: Just deal with themin the

13 | normal way as you would in any litigation.

14 MR. JOHNSON: Okay. | guess ny concern is,
15| is that obviously -- and we can do that certainly today,
16 | but the advantage of preadm ssion is then we don't have
17| to be laying all these foundations and it would hel p

18 | speed the process up. |It's ny understanding you're

19| going to try to get there.

20 JUDGE NOBLE: | am-- | am-- had planned on
21| being able to do that and to get everything into the

22| record, but a lot of themhave to do with the draft EIS.
23| So | have to study themfirst to see whether, in fact, |
24 | can agree that they should be admtted.

25 MR. JOHNSON: kay. Al right. Your Honor,

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 99



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

1| for today we'll lay the -- we'll work to lay the

2| foundation prior to displaying the exhibit and then nove
3| to admt and get them up.

4 JUDGE NOBLE: Yes. And if the exhibit is

5| nothing -- has nothing to do with the draft EI'S, then

6| you can point that out. And if it's an agreed exhibit,
7| then it can just be admtted.

8 MR, JOHNSON: Ckay.

9 JUDGE NOBLE: And you won't have to lay the
10 | foundation for that.

11 MR. JOHNSON: Fine. Al right.

12 JUDGE NOBLE: But |'ve only now just gotten
13| the actual exhibits and so | haven't had a chance to

14 | anal yze that yet.

15 MR, JOHNSON: Ckay.

16 JUDGE NOBLE: It just takes a little bit of
17| time to do that.

18 So -- and then, since we're getting into the
19 | logistical questions, there's certain witnesses that the
20 | parties had intended on admtting just their testinony
21 | and not cross-exam ning, and we had sone correspondence
22 | about that last week and | don't want you to have to

23| bring a witness physically here just for a few council

24 | questions, but the council did have questions about sone

25 of these -- for sone of these witnesses. And so it
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1| would be good if we could find a way to have them appear
2| by tel ephone just to answer those questions and any

3| questions you mght have in response to council

4| questions. But |I don't know how we wi |l do that because
5| we don't have a phone set up here. So if you woul d just
6| be thinking about that, that would be good. | don't

7| even know if when we're in Aynpia next week, we wll

8 | have that capability, but we'll try. W'Il really try

9] to work with you so you don't have to bring a w tness

10 | here just for a few questions.

11 MR. JOHNSON: And, Your Honor, in that

12 | regard, it would be our preference -- | think nost of
13 | those were applicant wtnesses. |If we could take them
14| in a block at the -- what we were hoping to do woul d be

15| to take themin, you know, a block at the end of the --
16 | at the end of the adjudication so that we're not trying
17| to slot themin, if you wll, into our case-in-chief.

18 | But if we could sonehow do those all at the end, whether
19| it's at the end of the adjudication or at the end of our
20 | case-in-chief, if you will, as opposed to, for instance,

21| trying to slot themin by subject matter or sonething.

22 JUDGE NOBLE: Right.
23 MR. JOHNSON: That woul d be pretty awkward.
24 JUDGE NOBLE: Recogni zing that we do have

25| that rule that requires us to have our hearing by
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1| subject matter, we'll try to conformwith that to the

2| extent we can; but in this kind of adjudication with

3| this size, it's going to be very difficult to confine

4| all the evidence about one subject to a particular tine
5| frame because of witness availability and so on. And so
6| I'"Il try to work with you on that. But if it's part of
7| your case-in-chief, it's going to have to go in as part
8 | of your case-in-chief rather than at the end because it
9] wouldn't allow the other parties to cross-exan ne about
10 | those questions.

11 MR. JOHNSON: kay. And on that point, Your
12 | Honor, just so we all understand how you intend the

13 | questioning of witnesses to proceed, it's our

14 | understanding that we will -- the sponsoring party wll
15| bring the witness to the stand to conduct, essentially,
16 | direct exam nation.

17 JUDGE NOBLE: Right.

18 MR. JOHNSON:. At that point, the opposing

19 | party would then have an opportunity to cross-exani ne.

20 JUDGE NOBLE: Not quite right.
21 MR, JOHNSON: Ckay.
22 JUDGE NOBLE: The council will have an

23 | opportunity to ask questions based upon the direct
24 | exam nation before the cross starts.

25 MR JOHNSON: Al right.
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1 JUDGE NOBLE: And then the cross-exam nation
2| wll take place, and then redirect. And it's ny

3| intention, instead of having the council cone in three

4| times wth questions, then at the end of the redirect,

5| they could ask questions based upon the cross and the

6| redirect.

7 MR, JOHNSON: Ckay.

8 JUDGE NOBLE: Now, the council still can ask
9| questions at any tine, and they're pretty active

10 | sonetinmes and they may interrupt and ask a question.

11| And they're not all attorneys, so it's possible that

12 | they may ask a question on cross-exam nation that wasn't
13 | part of direct exam nation. And so | don't know what

14 | you want to do about that, but they have been

15 | explained -- they have -- | have explained to themin --
16 | a nunber of tinmes about howit all works and what a

17| direct examnation is and the restriction of

18 | cross-exam nation to the direct, but | can't prom se

19| that they will be following that. So just be patient if
20 | that happens, and if you deemit to be appropriate to

21| object, then you'll have to object.

22 MR. JOHNSON: And with regard to objections,
23| will you want those to be an oral objection or do you

24| want us to request a sidebar with you or to do a witten

25| objection or sonething, when it's a council question?
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JUDGE NOBLE: | can't -- well, | think you
should just do an oral objection. And you're free to do
a sidebar if you want to, if you' re worried about
objecting to a council question or sonething |like that.
| would be happy to do a sidebar. But in general, just
an oral objection and then any responses to that and
then I'Il have to rule onit. |'m hoping, because we're
solimted on tine, that we don't have too nmany and t hat
we don't get into a cycle of a |lot of objecting, but,
you know, it's -- it's litigation so | understand.

MR. JOHNSON: Al right. Thank you. And,
Your Honor -- and I'mnot trying to hijack the --

JUDGE NOBLE: Not at all. This is what this
s for.

MR. JOHNSON:. There's one other issue and |
was only able to nention this to Ms. Boyles early this
norning. W have one w tness who underwent heart
surgery on Friday, and his nane is Chris Barkan. And
what we are proposing to do, because he is now under a
travel restriction, would be to bring himat the end of
this adjudication, that is, the | atest point possible.

It woul d be outside our case-in-chief.

However, we have been working with the other

parties to acconmopdate one anot her and hopefully we can

wor k t hat out. | f he cannot travel, then we -- and
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1] we'll know, you know, in a few weeks or a week or sone

2| period of tinme, then we will need to work with you and

3| the other parties to figure out an alternative way to

4| present his testinony, whether that's through video or

5| phone or sonething else. W hope to get himhere live,
6| but it's going to have to be at the end of the --

7 JUDGE NOBLE: No, | understand. And

8| normally what woul d happen woul d be a request to reopen
9| your direct for the purpose of his testinony. And |

10 | wouldn't have an objection to that, and | don't know

11 | what the other -- what the other parties would be saying
12 | about that.

13 Can | ask you just informally now whet her

14 | anyone antici pates objecting to reopening the direct for
15| that witness? O course you'd have a chance to

16 | cross-exam ne.

17 M5. BOYLES: No, informally, and | haven't
18 | talked to everybody, but we want to work with counsel to

19 make it work.

20 JUDGE NOBLE: Ckay. So that should work.
21 Let's go over the other informal -- | have
22 | |ogistical things before we get into the DEIS argunent.

23| And | want to add to that how the questioning of
24| witnesses will go. Wen your witness conmes forward,

25| "Il just swear the witness at that tinme, just so that
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1| you know. And |'ve already told you to give -- this is
2| Mcheal Johnson. He's our court reporter, and he needs
3| your cards and he needs you to identify yoursel ves

4 | because he won't be able to identify everybody.

5| Certainly I"'msure he's really good at that, but it'l]
6| take hima while, so many of you.

7 Can | ask if this norning there are other

8| notions in limne comng after we do the DEIS argunent?
9| kay. | don't see any. Al right.

10 And the site visit, have you-all -- if you

11 want to be the one that travels on the bus with the

12 | council, have you notified the staff already? Staff?
13| Kali Waspir? And Ms. Waspir will let you know what
14 | the details of that are. Again, there will be no

15 | tal king, no discussions. W don't have a court reporter
16 | with us for this visit. |It's just so that everyone can
17| see. And | wanted you-all to be able to see the sane

18 | thing the council sees.

19 | will get to the agreed exhibits just as
20 | soon as | can, hopefully tonorrow, and I'Il rule on the
21| prefiled expert testinony as soon as | can as well, but

221 it mght take a few days to get through that.
23 The wi tnesses having to appear or testify by
24 | phone for the council questions, would you talk to

25| ©Ms. Waspir about that and see if we can nake sone ki nd
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of an arrangenent. | don't want to forget about that,
but we'll have to know how you want to proceed.
Are there any other process questions or

procedure questions that | can answer at this tine?

None?

We'll just go through the DEIS issue, and
then at 9:00 I'lIl go up and get the council and we'l|l
start. And we'll have nore formal introduction of the

case at that tinme, and since the public is going to be
wat ching this when it is posted up on the EFSEC website
and since the public is going to be restricted in their
argunents on Friday, the 29th of July to the evidence,
only the evidence in this adjudication, | need to nake
sure that they have full information generally about how
this is going to go. So the injunction wll take a
little bit | onger when we do the 9:00 introduction.
Anyt hi ng el se?

MR, JOHNSON:  Your Honor ?

JUDGE NOBLE: Yes?

MR. JOHNSON: There are a coupl e of other
things at least to put on the record now, and we nmay not
have tinme to deal with them

JUDGE NOBLE: Al right.

MR. JOHNSON:. But one of themis | ooking

down toward -- a nonth fromnow, the ground rules for
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1| public testinony, which | think Ms. Boyles sent a letter
2| about and certainly, as we nove forward, it would

3| benefit us to have sone nore gui dance about how t hat

4| wll proceed.

5 W al so, at an appropriate tine, would Ilike
6| to discuss howthe briefing will proceed with regard to
7| the revised site application. You wll recall there was

8 | some notion practice on that and there's been a ruling,
9| but we have sone concerns about the need to limt the

10 | responses to the site application, or there could be a
11| real free-for-all at the end of this process.

12 And so, again, this is not sonething we need
13| to take up this norning, but | would |[ike to get it on
14| the record. Just briefly, what we woul d propose is that
15| you solicit fromthe parties a list of issues about

16 | which they intend to provide supplenental briefing on

17| the revised application and then you could let the

18 | parties know what you will accept or not accept; and the
19| intent there would be to limt that post-hearing

20| briefing to issues that, in fact, were first presented
21| in the application. So that's the -- that's the basic
22 request.

23 JUDGE NOBLE: |Issues that were presented

241 first in the revised application?

25 MR JOHNSON:  Yes.
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JUDGE NOBLE: Ckay. Al right. 1'lIl think
about a good way to do that. | think that's a pretty
reasonabl e request.

MR. JOHNSON: And then the final issue, Your
Honor, just relates to social nedia and whether or not
the council has or would be given any kind of
prophyl actic instruction regarding consi deration of
ongoi ng soci al nmedia as opposed to the evidence that's
put in at the hearing itself.

JUDGE NOBLE: Well, | can certainly tell you
t hey' ve had ongoi ng advice fromne about that. They
know to consider in this adjudication only the evidence
in the adjudication. And we have tal ked about that. As
| said, many of them are not attorneys, and ever since
t he begi nning of ny involvenent in this, that's been a
subj ect that | have gone over nunerous tinmes and | think
that's understood. And | can tell you that I'lIl go back
over it with regard to social nedia, but I don't think
you have a concern about that.

MR. JOHNSON: Al right. Thank you, Your
Honor. That was all that was on ny |ist.

JUDGE NOBLE: But, you know, you rem nded ne
that there's another small thing that | haven't tal ked
to you about, and that is Joan is over at that

conputer -- that |aptop over there and she's in charge

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 109



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

1| of the clock. So she's the boss of the clock, so, you
2 | know, she probably will accept gifts -- no.

3 So if you want to know how nuch tine you

4| have left, then you can speak with Joan and al so | ook at
S| that tinmer she is running. The way | calculate it, the
6 | proponents, that Tesoro Savage and the port have nine

7| days, council for the environnment has one day, and the
8 | opponents have nine days. And every day, given the

9| schedule we have, from5 to -- from9 to 5, one hour for
10 | lunch, two ten-m nute breaks, we have about six hours

11| per day. And so it's broken up in terns of hours, but

12| if you think of it in terns of days, it m ght be easier.
13 Joan is going to stop the clock and run it
14 | for the other side when they are -- when there's

15 | cross-exam nation, which is the normal practice. And we
16 | aren't going to put too fine a point on it and try to

17 | keep switching it back and forth because there's too

18 | nuch of a chance that it will get nmessed up. And so if
19| there's not really lengthy argunent, then it will just
20 | Kkeep running for the side that has the witness on the

21| stand. | think that will work. | have a |ot of

22 | experience with running a clock for hearings, and so ny
23 | experience has all been positive that it works well for
24 | the parties.

25 Yes?
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1 MR. POITER  Your Honor, when we're

2| examning a wtness and we want an exhi bit displayed,

3| wll we be asking a staff nenber to --

4 JUDGE NOBLE: Yes. Tammy Mastro is standing
5| over in the corner with the pink. Al of your exhibits
6 | have been | oaded onto her conputer and you just need to
7| tell her the nunber of the exhibit and she'll be able to
8| scroll down and put it up on the screens. It will go up
9| on all the screens, and you just need to tell her. So
10 | Ms. Mastro is in charge of that. |If you have any

11 | concerns, you can talk with her and ask her. W're

12| hoping it wll all work snoothly.

13 MR. POTTER Wuld it help if we provided

14 | the exhibits we know we're going to be referring to her
15| ahead of tine?

16 M5. MASTRO  Yes, please.

17 JUDGE NOBLE: Yes, it wll help her. Good.
18 | And, of course, we won't be displaying exhibits that

19 haven't been admtted.

20 MR POITER Right.
21 JUDGE NOBLE: All right.
22 MR. JOHNSON: And, Your Honor, will you have

23| a copy of the exhibit, though, so that when we call it
24| out to lay the foundation, you will at |east be able to

25| see it without her calling it up?
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1 JUDGE NOBLE: Yes. W have themall behind
2 us.

3 MR. JOHNSON:. Pardon ne.

4 JUDGE NOBLE: And that will be a bit of a

5| challenge. | have not seen themuntil today. | also

6| have themon ny laptop. So hopefully I'lIl be able to

7| quickly locate it. W'Ill see.

8 So | think we have -- if there are no nore
9| questions, | think we can proceed into the argunents

10 | about the draft EIS. Let ne just introduce that issue.
11 Several of the parties have indicated in

12| briefing and in their exhibits that they wish to have ne
13| admt the EFSEC draft EIS for this project into evidence
14| in this adjudication, and | have indicated to the

15| parties that that is an issue. | issued an order in

16 | February, February 3, 2016, | think, that laid out

17 | EFSEC s process, and we still have the parties w shing
18| to admt the draft EIS into evidence in this case. And
19| so | would like to hear argunents on that, and | suggest
20 | that you decide which of you wants to go forward first
21 | on the argunents about the draft EIS.

22 M5. LARSON. Good norning, Linda Larson

23 | representing Colunbia Waterfront LLC. | guess | drew

24 | the short stick for the intervenors. As you've

25| indicated, all of the parties have stipulated to the
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1| adm ssion of the DEIS as a joint exhibit. |'mnot going
2| to speak on behalf of the applicant, but | believe after
3| consulting wwth M. Johnson, that he generally concurs

4| wth what |I'mgoing to say.

5 As Your Honor noted in sonme of your earlier
6 | correspondence, the DEIS was entered as an exhibit in an
7| earlier adjudication in the Kittitas Valley Wnd Power

8| Project. That was council Oder No. 816. There in that
9| case, the Counsel for the Environnment noved to admt it
10 | on the sane practical grounds that the parties here are
11 | asking you to admt it.

12 We understand conpletely that this is not

13| the forumto debate the adequacy of the DEIS. Wat we
14| really are talking about is just a very practical

15| solution to hel ping you and the council navigate sone

16 | very conplicated technical issues.

17 The DEIS is referenced by many, if not the
18| mmjority, of the witnesses in their prefiled testinony.
19| We sinply believe that it would be useful to have it in
20| the record and that, in fact, was the ruling of the

21| council inthe Kittitas Valley Wnd Power Project. It
22 | was just sinply a useful piece of information to have.
23| The DEISin this situationis the -- really a

24 | conpilation of sonme very conplex information. Miltiple

25| witnesses used the information in the DEIS in presenting
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1| their opinions. Mich of what is in the DEISis also

2| presented in the application.

3 For exanple, the -- one of the exhibits that
4| wll be used by ny expert wi tness Jerry Johnson, which
S| is Exhibit 4001-000020-CW, is Appendix O of the DEI'S

6| and that is the version that we presented, but it was

7| also Exhibit Kto the application. So in that instance
8| it's just a reproduction as part of that conpilation of
9| information, and we can certainly present it as

10 | Appendi x K as part of the application, but it seens a

11| little bit of form over substance.

12 The other thing I would say is that the DEI S
13 | does neet the standards for adm ssi bl e evidence under

14 | RCW 34.05.452(1). It is sonmething that reasonably

15 | prudent people would rely upon in conducting their

16 | affairs.

17 Again, we're not intending to debate the

18 | adequacy of the DEIS. W think that admtting it as a

19| joint exhibit will nmake it nore understandable for the
20| council. It wll allow everyone to know what's bei ng
21| referred to with one single Bates range. It wll sinply

22 | be useful to have in the record as the council and you
23 | work your way through this very conplicated, |engthy
24 | procedure.

25 JUDGE NOBLE: Thank you. |Is there an

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 114



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

1| argunent fromthe project proponents?

2 MR. JOHNSON: Yes, Your Honor. And, again,
3| we concur with Ms. Larson's argunent. | would just add
4| that as the council is aware, this adjudication and the

S| rules for it and what it is to consider derives fromthe
6| charge to the council and RCW 80.50. 010, which

7| essentially requires that during the adjudication, the

8 | council balance the need for new energy facilities

9| against the environnental and ot her societal

10 | considerations. And at least with regard to those

11 | issues that aren't specifically addressed in WAC 463-62,
12 | the council has the authority to weigh that |egislative
13 | policy against the broad public interest and consider

14 | that there are not, you know, adverse inpacts on the

15 | environnent, ecology, water, et cetera. And these

16 | issues are precisely what the DEIS speaks to.

17 | think, as has been clear fromthe briefing
18| on this matter, we have all agreed that this is not an
19 | adjudication of DEIS adequacy. This is not argunents

20 | about the SEPA process per se, but to the extent the

21 | environnmental analyses that is included in the DEIS bear
22| on the issues that the council nust consider during this
23 | adjudication, it is inportant to have that in the

24| record. And that is not to suggest that the parties

25| agree with everything that's in the DEIS, but there are
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1| certainly things -- in fact, we disagree, as you are

2| aware, with sonme of the things in the DEIS. But it is

3| still evidence that can and shoul d be considered as

4 | appropriate by the council.

5 And as a practical matter, it's difficult to
6| discern the distinction between the consideration of the
7| DEIS and, for instance, the air and water permts. As

8 | you have pointed out to us, both in sonme of your rulings
9] and | think at our |ast prehearing conference, it's not
10 | crystal clear as to how those processes play into this
11 | adjudication, but you did indicate that you expected

12 | that we would be presenting issues related to, for

13 | instance, air em ssions and things that are covered by
14 | that permtting process, sane with water permtting

15| processes. And | think that simlarly with regard to

16 | the DEIS, it's appropriate to consider evidence that has
17 | been subject to the SEPA review.

18 And then as a practical matter, you know, we
19 | awaited the issuance of the DEIS before commencing this
20 | adjudication. So it seens that that woul dn't have been
21 | necessary if we weren't going to be able to utilize the
22 | DEIS and the coments and ot her evidence related to it
23 | during this adjudication.

24 So given that the parties are on record that

25| we are not conducting an adequacy hearing here, we would
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1| urge the council to enter the DEIS as an exhibit for

2| that limted purpose.

3 JUDGE NOBLE: | did hear everything you

4| said, M. Johnson.

5 MR. JOHNSON: | didn't know they were back

6| there, Your Honor, or | would have shut up.

7 JUDGE NOBLE: Anything further?

8 MR JOHNSON:  No, Your Honor.

9 JUDGE NOBLE: Al right. Well,

10 | prelimnarily, I want to say that when the parties asked

11| that we await the issuance of the draft EIS to commence
12 | them-- to commence the adjudication evidentiary

13| hearing, it was ny hope that the parties would revi ew
14| the draft EIS and see that some matters had been

15 | adequately dealt with and that they may not need to

16 | bring evidence and go to the expense of litigating on
17 | every subject, and waiting for the draft EIS i ssuance
18 | was not neant to be an indication that it would becone
19 | part of the adjudication.

20 And | understand your argunents on both

21 | sides that it is useful, a useful piece of information,
22| and also the difficulty of the fact that the nention of
23| the DEIS, as |'ve observed, has been interwoven through
24| the testinony. And so | want to nmake this a nuanced

25| enough ruling that you will be able to work with it.
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1 But first of all, | wanted to say that the
2| EFSEC statutory process is four parts essentially, and
3| each part is separate. That's been recognized by the

4| state Suprene Court, which have said that EFSEC -- and
5| I'"'msure you know -- has a unique statutory franmeworKk.
6| And that was in the Friends of the Colunbia Gorge, the
7| Wiistling Ridge case, 178 Washi ngton 2d 320 in 2013.

8| And even before that in the Kittitas turbines case, in
9| 2008, the Suprene Court recognized the separate strands
10 | of EFSEC s process and, again, the uniqueness of it, in
11 | 165 Washington 2d 275. The court in that case |icensed
12 | EFSEC s process to -- or |likened EFSEC s process to

13 | licensing and stressed the need to focus on the process
14 | of procedures used by the issuing agency, noting that an
15 | appellate court affords deference to an agency's

16 construction of its own rules and st at utes.

17 As has been nentioned, the parties were
18 | inforned of the separate nature of EFSEC s processes and
19 | how the council sees it. | recognized in one earlier

20 | case, the Kittitas Valley case, the DEIS was entered

21| into the adjudication record along with comments from

22| the public in connection with the DEIS process. It's ny
23| viewthat that was in error. And in speaking with

24 | council nmenbers that have been involved in the past,

25| it's nmy understanding that was the only tine that
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1| happened, but |I can't say for sure. It is essentially
2| the council's position that the draft EI'S should not be

3| comng into evidence.

4 And ny analysis is as follows: First of
5| all, SEPA provides for either an adm nistrative internal
6 | appeal process or no adm nistrative appeal. EFSEC has

7| no imrediate adm nistrative appeal for good reasons.

8| Oneis its nultipart structure of four separate

9| processes, and the second -- one of the second -- the
10 | other reasons is that it's -- the DEIS is not a final
11| decision, nor is the EFSEC the final decision-naker.

12| And so if an entity permts an appeal of a threshold
13 | SEPA determ nation, for instance, that appeal nust be
14 | tied to underlying governnent action of -- which would
15| be a final action; and that is, if an agency doesn't
16 | provide for a hearing or appeal on the underlying

17 | governnental action, either a hearing on the agency's
18 | recommendati on or an agency appeal hearing after the
19 | decision is nmade, the agency may not hold a SEPA

20 | adm nistrative appeal except under circunstances that
21| don't apply here.

22 The governnental entity permtting the SEPA
23 | appeal shall consolidate the appeal of the SEPA

24 | determnation with a hearing on the appeal of the

25 | underlying governnental action. But again, that has to
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1| be a final action providing for a single sinultaneous
2| hearing, which is not the case with EFSEC with the

3| statutes that we operate under. EFSEC statutes do not
4| provide for an internal appeal of its recomendati on,

5| which is not a final decision. A final decision,

6| obviously, is nmade by the governor of the State of

7| Washington by statute. The appeal of the governor's

8 | decision, including the appeal of the SEPA process, goes
9| to the state Suprene Court.

10 EFSEC recommends a course of action to the
11 | governor that is infornmed by all of its different four
12 | processes. EFSEC s four processes are laid out, for

13 | exanple, not only in the statutory framework but in

14 | EFSEC s rule, WAC 463-14-080, which clearly sets out

15 | four different processes, one being the |and use

16 | hearing, and this -- that has taken place already and an
17 | order was issued fromthat on August 1, 2014; the SEPA
18 | review, which is ongoing and still not conplete and a
19 | work in progress; an EFSEC-initiated i ndependent study
20| is the third process. In this case, EFSEC has not

21 | chosen to do that. And finally, this adjudication is
22 | the fourth separate process.

23 Various rules of the EFSEC reflect the

24 | separateness of the process that | have pointed to

25| before, one being the fact that none of EFSEC s staff or

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 120



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

1| its consultants, those people working on the draft EIS,
2| can be called as witnesses in this adjudication.

3 So there is no SEPA appeal to EFSEC and

4| EFSEC s proceeding on in this case with its separate

5| adjudication which cannot consist of any appeal of the
6 | SEPA docunents. And you've recognized that in your

7| argunents that that's the case.

8 So then we conme to whether or not the DEIS
9| is proper evidence in the adjudication. Well, first of
10 | all, this DEISis a draft and you have all sent in your

11| prelimnary and your final proposed issues. Wether

12 | EFSEC s DEIS is adequate, et cetera, is not at issue in
13| this adjudication. No findings and conclusions will be
14 | witten concerning the draft EIS at all. EFSEC s rules
15| provide that we all do not have to await the issuance of
16 | the final EI'S before comencing and conducting the

17 | adj udi cati on.

18 As a piece of evidence, the DEIS is

19| irrelevant. Relevant evidence, as you-all know, is

20 | evidence that is having any tendency to nmake the

21 | existence of any fact that is of consequence to the

22 | determnation of the action nore probable or |ess

23 | probable than it would be wi thout the evidence. You-all
24 | know ER 401, while there are no issues about the draft

25| EIS or the EIS process. And so quite plainly the draft
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1| EISis not evidence. It may be a useful piece of

2| evidence -- excuse ne, piece of information, but it
3| isn't a piece of evidence.

4 And so | understand that it has been

5| presented in various pieces throughout the various

6| things that are being offered as evidence, but the draft

7 ElISitself cannot be admtted as an exhibit and wll not
8 be.
9 Now, | get to the problem of having the

10 | nention of the draft EIS by various witnesses. And |

11 | wunderstand that the w tnesses cane to be involved often
12| in this case in their review of the draft EIS. And so
13| their expert testinony and thinking and anal ysis has

14 | started at that place. And so I'mnot going to try to
15 | strike out every nention of the draft EIS that the

16 | witnesses nmay nake, but | won't allow the witnesses to
17| talk at any length at all about their opinion about its
18 | adequacy, except to say that that is the place where

19| they start. And, of course, they can say that they

20| don't agree, but they cannot testify at any |ength about
21| it. And so the nention of the draft EI'S and anyt hi ng
22| that is said by any witness about the draft EIS will be
23 | sinply background. It will not be substantive evidence.
241 And | will try to walk that fine line to allow snooth

25| testinony by the witnesses without trying to chop it up

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 122



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

1| and exclude any -- even the very nention of the draft
2| EIS. So it wll only be considered -- it will only be
3 | background, not substantive evidence, no finding and

4 concl usi on about the draft EIS.

5 The draft itself will not come in. | have
6| to take a look at the other exhibits. |If they contain
7| large sections of the draft EIS, | may have to revise

8| this ruling and exclude those | arge sections as

9| irrelevant. But | haven't seen the exhibits until this
10 | norning. They're just here and | haven't been able to
11 | read through themand see if any of themare problematic
12| in that regard. But the entire draft EIS will not be

13| comng in as an exhibit.

14 The applications, the revised application

15| that was submitted about a nonth ago, is a rel evant

16 | piece of evidence and that will be admtted. And I

17 | understand that that contains portions and references to

18 | the PDEIS, the prelimnary DEIS. And to the extent that

19| that is referential and background, | don't see that's a
20 | problem but that also will not be substantive evidence.
21 So that's a rather long ruling. I'msorry

22| to put you through a long ruling |like that, but we've
23| all made our record and we need to nove forward.
24 Does anyone have a question at this point

25| about this ruling?
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1 MR. JOHNSON:  Your Honor, does the ruling

2| extend to, for instance, comment letters that were --

3| may be appended to witness prefiled testinony that were
4 | incorporated by reference? And what | nean there, and
5| you may have noticed this, there are a nunber of

6| exhibits, | believe, to prefiled testinony that include
7| a particular expert's comment letter -- or comments

8| related to the draft EI'S, but they are substantive in

9| nature. So, for instance, if it were a water issue or
10 | an air issue, it's not being presented because it was a

11| comment to the DEIS; it's being presented because it

12| is -- they're a substantive analysis of that issue which
13| is an issue that we're considering, for instance.

14 JUDGE NOBLE: Thank you for that question.

15| | will be exam ning these prefiled exhibits very closely

16 | about that. And to answer your question, those would be
17 | adm ssi bl e because those are focusing on the experts'

18 | testinony noving forward fromthe point of background,

19 | which is their view of whatever part of the draft EIS

20| they were analyzing. So the essence of that is not what
21 | they are saying at that point about the draft EIS,

22| although it can't be a lengthy critique. It has to be
23| the witness' own testinony and expertise that they're

24 | presenting their view.

25 There are -- and | didn't nention this,
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1| there are also prefiled exhibits that have to do with
2| data requests which | don't find relevant at all, but |

3 need to | ook at the actual exhibit to make sure that |'m

4| ruling correctly on each one of those. So I just --
S| initially, just looking at the titles of those exhibits,
6| they do not |look to be relevant, but I'll have to | ook

7 at thembefore | can rule on them

8 MR. JOHNSON:. All right, Your Honor, because
9| the data requests are -- many of themare responding to
10 | issues associated with the application and in sone cases

11 | supplenenting information that's in the application. So
12| to the extent those bear on the technical issues, for

13| instance, related to the project design or other things,
14| | would submit that those are relevant, just as rel evant
15 | as the application.

16 JUDGE NOBLE: Yes. The application is

17| totally relevant and needs to cone in. And if they

18 | relate to the application, | would think those would be
19| relevant as well. But it's difficult for nme to say in
20 | the abstract what | would rule on any given exhibit

21 | without actually looking at it and studying it.

22 MR. JOHNSON:. | under st and.

23 JUDGE NOBLE: But | wanted to give you the
24| framework | have if they're related to the draft EIS,

25| then they m ght have to be excl uded.
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1 MR. JOHNSON: Thank you. | wunderstand.
2 JUDGE NOBLE: Does anyone el se have any

3| questions? Yes? ldentify yourself for the record,

4| first.
5 M5. REED:. Your Honor, Karen Reed for the
6| City of Vancouver. If we use -- if we referred to the

7| DEISin order to provide factual information, in other
8| words, we referred to factual information contained in
9| the DEIS and -- rather than the underlying report or
10 | document from which that factual information was

11 | derived, will we have an opportunity to nove for the
12 | adm ssion of the underlying report that contains that
13 | information given your ruling on the DE -- the

14 | adm ssibility of the DElIS?

15 JUDGE NOBLE: Initially, I think that woul d

16 | be reasonable and | think that would be acceptable. |If

17| there is an objection to that, | have to hear it at the

18 | tinme. | don't know what would be in the report and

19 | neither does -- do your opponents.

20 M5. REED: kay. Thank you, Your Honor.

21 JUDGE NOBLE: | think that audio is going to
22| be an issue. | had expected that there would be nore in

23 | the way of mcrophones for everyone. So sonetines
24 | people are going to have to speak up so that both the

25| court reporter and those that are videoing this process
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1| are going to be able to hear. Thank you.

2 And the attorneys in the back, you have to
3| let ne know if you're unable to hear the people in the
4 front. W'IIl really work on that. | had expected al

5| the tables would have m crophones.

6 Anyt hing el se that we need to do

7| prelimnarily before I go up and get the council?

8 MR. JOHNSON: One quick issue, Your Honor.
9| W've noticed this norning, at least early in the

10 | norning that, because of the crowd outside, sone of

11| the -- getting the attorneys and w tnesses noved in and
12 | out is presenting a bit of an issue. |Is there any way
13| we could work with staff nmaybe to get sone kind of a
14 | badge or sonething for, you know, attorneys and

15| witnesses so that they could kind of junp to the front
16 | of the Iine when they're noving through if it gets

17| crowded?

18 JUDGE NOBLE: | think there is. Wuld you
19| talk to Ms. Waspir about that and also Pam-- [|'ve

20| forgotten Pamis |ast nane.

21 MR JOHNSON:  McDonal d.
22 JUDGE NOBLE: -- Pam McDonal d, who is the
23| facility manager here, and we'll do what we can to nake

24 | sure that happens.

25 MR. JOHNSON: Thank you.
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1 JUDGE NOBLE: And we have bag check and

2 | wanding going on, as well, for everyone's safety and

3| security. So it wll take longer than it would

4| normally. Anything else before | get the council? All
S| right. W'Ill be off the record.

6 (Recess taken from9:12 a.m to 9:29 a.m)

7 JUDGE NOBLE: Good norning. This is before
8| the State of Washington Energy Facility Site Eval uation
9| Council in the Matter of Application No. 2013-01, Tesoro
10 | Savage LLC Vancouver Energy Distribution Term nal, Case
11 No. 15-001.

12 This hearing is being held pursuant to due
13 | and proper notice to all interested parties by EFSEC

14 | order dated February 3rd, 2016, to take place commencing
15 | today, June 27, 2016, at 9:00 a.m through July 25,

16 | 2016, at approxinmately 5 p. m

17 It is an adjudication pursuant to RCW

18 | Chapter 80.50, and Washi ngton Adm ni strative Code,

19 | Chapter 463, and it is a separate proceedi ng, part of

20| EFSEC s nmultipart energy project review process. At the

21| close of the record in this adjudication, the council

22| will issue findings and conclusions on all litigated

23 | issues brought by the parties in this adjudication.

24| After that, EFSEC w Il consider all it has |learned from
25| its separate processes, including this adjudication, the

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 128



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

1| environmental review and the |and use decision and nmake

2| a recommendation to the governor of the State of

3| Washington on this application.

4 | would Iike to say that the parties have

5| agreed to divide the adjudication tinme as follows: Nine
6| days for the proponents; the Tesoro Savage LLC and Port

7| of Vancouver USA are the proponents in this matter. One
8 | day has been allocated to the Counsel for the

9| Environnent fromthe Attorney General's office of the

10 | State of Washington, and nine days for the project

11 | opponents.

12 W expect that the last day, if the

13 | proponents do not reserve any tine, wll be on July 12th
14 | for the proponent's case, although |I don't know whet her

15| any reservation of tinme will be nade, and then the

16 | Counsel for the Environnent and the opponents w ||

17 | present their case.

18 We are going to keep track of the tinme with

19| a tinme clock and one of the EFSEC enpl oyees is in charge

20| of that. And so anyone can check and see how nuch tine

21| is left and also check to see when, approxi mately,
22| certain parties will be presenting their case.
23 The | ast day of the hearing on July 29 wl|

24 | be for closing argunents and for the public comrent, but

25| the public coment nust be based only on the evidence in
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1| this adjudication. That is an inportant detail. The

2| public is going to be able to follow this adjudication
3| and pay attention to the evidence in it, both by

4 | observing here in person and then al so we have video

5| staff here fromddark County TV that is going to be

6| presenting on their website -- hosting the video so that
7| everyone will be able to watch the entire proceedi ngs at
8| honme on their conputers. And the way to get to that is
9] to go to the EFSEC website. There will be a link at

10 | www. ef sec. wa. gov.

11 EFSEC staff is to the left of -- at those
12 | tables, and | want to introduce Ms. Tammy Mastro.

13| Ms. Mastro is in charge of the exhibits and she will be
14 | presenting the exhibits once they're exhibit -- once

15| they're admtted up on the screens that you see around
16 | the room so that the folks in the back will be able to
17| |l ook on that screen back there and see the exhibits

18 | about which there is testinony.

19 W have a court reporter today from Buell

20| Realtine Reporting and his nane is M. M cheal Johnson.
21| He needs to be able to understand and hear everything
22| that the parties are saying and that the wi tnesses are
23| saying. So, again, it's very inportant that we are

24| quiet in the hearing room

25 So |l would like to proceed now with
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1| introduction of the council nenbers. And I'll start to
2] nmy -- tony imediate right is Bill Lynch, who is the

3| chair of the Energy Facilities Site Evaluation Council.
4| Wuld you raise your hand? Thank you.

5 And then I'lIl go off to ny far right. Larry
6| Paul son is a nenber of the council, a non-voting nenber
7| fromthe Port of Vancouver; M. Geg Shafer works for

8| Cdark County; M. Bryan Snodgrass for the Cty of

9| Vancouver; M. Ken Stone, Departnent of Transportation;
10 | Joe Stohr fromthe State Departnent of Fish & Wldlife.
11| My nane is Cassandra Noble. | amthe adm nistrative

12 | appeal judge who is managing this hearing; M. Cullen

13 | Stephenson is here fromthe Departnent of Ecol ogy;

14| M. Dennis Mss, the Uilities and Transportation

15 | Conm ssion; M. Dan Siemann, Departnent of

16 | Transportation -- Natural Resources, sorry; and

17 | M. Jaine Rossman fromthe Departnent of Commerce. |It's
18 | been a | ong norning already.

19 And now for the council's sake, | would Iike
20| all the parties to introduce thensel ves and who they

21| represent. And it mght be helpful if I called the

22 | nanmes of the parties. W'I|l start with Tesoro Savage

23| LLC

24 MR. DERR:. Thank you. Good norning, ny nane
25| is Jay Derr. | amhere representing the applicant, and
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1| additionally with ne here representing the applicant is
2| Dal e Johnson and Tadas Kisielius, and then Mandi e Kl eiss
3| who is keeping track of all of our docunents. And then
4| we have representatives fromthe conpany and the

5| applicant that are in the audience, but | don't think I

6| need to introduce everybody that's here for the record.

7 JUDGE NOBLE: Thank you. Thank you,

8 M. Derr.

9 And the Counsel for the Environnent?

10 MR. KERNUTT: Matthew Kernutt, Counsel for

11 | the Environnment.

12 JUDGE NOBLE: Port of Vancouver USA?

13 M5. MARTIN:. Thank you, Judge. Connie Sue
14 | Martin on behalf of the Port of Vancouver, along with ny
15 | partner David Bartz and our paralegal at the end of the
16 | table, Annalisa Provence. There are representatives of

17 the Port of Vancouver also in the audi ence.

18 JUDGE NOBLE: Thank you.

19 The City of Spokane?

20 City of Vancouver?

21 M5. REED:. Your Honor -- is it working?

22 | Your Honor, ny nane is Karen Reed. I'mwith the Gty of

23 Vancouver, and also at the table with ne i s Bronson
24 Potter and Susan Drummond.

25 JUDGE NOBLE: Thank you, M. Reed.
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City of Washougal ?

Cl ark County?

MR. HALLVIK: Taylor Hallvik on behalf of
Cl ark County.

JUDGE NOBLE: Col unbia River Inter-Triba
Fi sh Conm ssi on?

MR. LOTHROP: Good norning, Your Honor. |I'm
Rob Lothrop with the Colunbia River Inter-Tribal Fish
Comm ssion. Wth nme is Julie Carter and Faron Sci ssons,
our admi nistrative assistant.

JUDGE NOBLE: Thank you. Col unbi a
Waterfront LLC?

M5. LARSON: Linda Larson, and with me is
Dani el Ti nons.

JUDGE NOBLE: Confederated Tribes of the
Umatilla I ndian Reservation?

MR. HALL: Good norning, Your Honor, Chair
Lynch, nmenbers of the council. Brent Hall on behalf of
Uratil |l a Reservation.

JUDGE NOBLE: Confederated Tri bes and Bands
of the Yakanma Nation?

M5. PENN- ROCO.  Anber Penn-Roco representing
t he Yakama Nati on.

JUDGE NOBLE: Departnent of Natural

Resour ces?
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MR PRUT: Terry Pruit for DNR

JUDGE NOBLE: And representing several
parties, Earthjustice, and Earthjustice is representing
t he Col unbia Ri verkeeper, Cimte Sol utions,
ForestEthics, Friends of the Colunbia Gorge, Fruit
Val | ey Nei ghbor hood Associ ation, Sierra O ub, Spokane
Ri ver keeper and the Washi ngton Environnental Council.

M5. BOYLES: (Good norning, council nenbers.
My nane is Kristen Boyles. |'mhere with Janette
Bri mmer and Anna Sewel | .

JUDGE NOBLE: Thank you. The International
Longshore Warehouse Uni on Local 47

And have | forgotten any party? Thank you.

Are there any matters that we need to
di spose of before proceedi ng today, either on or off the
record before we proceed to opening statenents? Hearing
none, let nme ask if the parties want to present opening
statenents today?

MR. DERR:. The applicant would like to
present a statenent, Your Honor.

JUDGE NOBLE: And are any of the other
parties, either the opponents or Counsel for the
Envi ronnment, presenting openi ngs today?

M5. DRUMMOND: Yes, the City of Vancouver

wi || be presenting an opening argunent, Your Honor.
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1 JUDGE NOBLE: All right. And Counsel for
2| the Environnent?
3 M5. BRIRMVER. | will be speaking briefly,

4 | yes, Your Honor.

5 JUDGE NOBLE: All right. And Ms. Boyl es?

6 MS. BOYLES: Yes, Your Honor, | wll be

7| briefly.

8 MR HALL: And, Your Honor, Brent Hall, and
91 I will be briefly follow ng Ms. Boyl es.

10 JUDGE NOBLE: Al right. Wwell, it is

11 | anticipated that we're going to have short breaks, two
12 | breaks every norning, tw breaks in the afternoon, but
13| we were late starting today, so with the indul gence of
14 | our court reporter, we won't have a break and we'll just
15| proceed on with the argunents until possibly 11:00, if
16 | that's acceptabl e.

17 M5. MARTIN: Judge Noble, just briefly, the
18 | Port of Vancouver al so has an openi ng statenent.

19 JUDGE NOBLE: All right. Thank you.

20 Al right. Please proceed w th opening,

21 M. Derr.

22 MR. DERR: Thank you, Your Honor, Chair

23 | Lynch, nenbers of the council. | want to open by

24 | expressing ny recognition and appreciation for the tine

25 and attention the EFSEC council and staff have -- and
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1| are continuing to put into the evaluation of the
2 | proposed Vancouver Energy term nal project. Goes

3| without saying it's a lot of information and a | ot of

4| information for us to explain to you over the next few
5| weeks and we'll do our best to do that.
6 There is no doubt this is a very inportant

7| decision for the energy future of this state, as well as
8| the region, and therefore a very inportant decision for
9| EFSEC. The project has becone controversial with very
10 | strong views on all sides. The debate has ranged from
11 | specific aspects of the termnal itself, to nuch broader
12 | policy questions about the country's fossil fuel future
13 | and how or how fast we might transition to alternative
14 | fuels. These are very inportant policy debates, but

15| they are not the decision that faces EFSEC with this

16 | application. EFSEC will not change our region's

17 | dependence on fossil fuels with this site certificate

18 | deci si on.

19 The evidence will show the current constant,
20| if not growi ng, needs of our transportation sector

21| continue to rely on a plentiful and stable supply of

22 | crude oil. W ask that EFSEC s review should be focused
23| on the facility site, a heavy industrial site in the

24| mddle of a heavy industrial zone with rail and marine

25| infrastructure already in place to acconmodate the
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1| Vancouver Energy termnal. That's how we've organized
2| our presentation to you first and forenost on the

3 termnal itself.

4 When you focus on the termnal, it's not
S| really that conplicated. It may be controversial, but
6| it's not that conplicated. The project is not a

7| refinery; it's not a petroleumprocessing facility.

8| It's sinply a transfer operation where crude oil arrives
9| by train, is unloaded into a storage tank and then

10 | | oaded on the vessels for shipnment to refineries on the
11 | West Coast, including Washi ngt on.

12 You wi Il hear evidence of how the term nal

13| will be designed and operated to neet or, in nmany cases,
14 | exceed the very |l atest regulatory and industry standards
15 | for safe operation that protects the people of the |ocal
16 | community and preserves and protects a healthy

17 | environnment.

18 Rail| and marine vessel transport risks have
19 | generated the nost public attention during project

20| review. It's inportant to renenber the applicant does
21| not own, operate or control rail or vessel

22| transportation to or fromthe facility. That is handl ed
23 | by others.

24 It's also inportant to renenber that rai

25| transportation, including crude-by-rail transportation
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1] in many aspects of marine vessel transportation are

2| already occurring on these sane transportation corridors
3| and will continue to occur with or without the Vancouver
4| Energy termnal.

5 Additionally, both of these nodes of

6| transportation are thoroughly regulated by the federal

7| governnent. Nonetheless, the evidence we will present

8| wll explain how those transportation sectors operate to
9| give EFSEC confidence that the regul atory oversi ght of
10 | those industries is sufficient.

11 Under the EFSEC enabling statute, your

12 | deci sion nust accommbdate increasi ng demands for energy
13| with the other public interests. This consideration

14 | nust be based on several factors, three of which will be
15| the focus during this hearing: abundant energy at

16 | reasonabl e costs, protecting and preserving the quality
17 | of the environnent, and operational safeguards at | east
18 | as stringent as federal standards.

19 EFSEC regul ati ons i n Washi ngt on

20 | Admnistrative Code 463-62 provide very specific

21 | guidance on how several elenents of the environnent

22 | should be addressed in this proceeding. For seismcity,
23| noise, fish and wldlife, wetlands, water quality and

24 | air quality, EFSEC requl ations state that conpliance

25| with the regulatory standards specified in the
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1| admnistrative code shall satisfy the requirenents for
2| issuance of the site certificate.

3 The evidence will denonstrate how the

4 | project neets or exceed those standards for each of

5| those respective subject areas. That conpliance is

6| sufficient for the site certificate.

7 You w Il hear quite a bit about ri sk,

8| especially risk associated with rail and vessel

9| transportation. This risk was brought even closer to
10 | hone after the recent derailnment in Mdsier. You wl|

11 | see pictures of fiery derailnments that sone wll argue
12 | prove the risk is too great. However, the evidence to
13 | be presented by the risk experts using risk science

14 | rather than fiery photos will denonstrate the risks are
15| renote and therefore reasonable in the light of the

16 | denonstrated need for the proposed energy facility.

17 You w I | hear explanations of the scope of
18 | existing state and federal regulations in place and

19 | under review that address design and operational issues
20 | necessary to mnimze risk and encourage vital

21| interstate comrerce.

22 You w Il also hear testinony that the

23 | planning, training and equipnent is in place to respond
24| to these renpte risks and they're constantly being

25| tested and upgraded. |In fact, sone of the npbst recent
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1| reports of the incident in Msier indicate that the

2 | response planning, training and equi pnent were ready and
3| worked.

4 | want to cone back to the public interest

5| as described in the policy statenent in the EFSEC

6| statute that recognizes a pressing need for energy

7| facilities, what the statute al so describes as an

8| obligation to provide abundant energy at reasonabl e

9| costs. Qur first witness will explain why this facility
10 | is needed to neet the increasing energy demands of this

11| state, as well as the West Coast in general. He wll

12 | show that the demand for crude oil in Washi ngton and on

13| the West Coast is steadily increasing, while historic
14 | supplies from Alaska and California are declining. He
15| will explain that crude oil is particularly inportant
16 | for the transportation sector of our econony. He wl

17| also explain the transportation sector's need for crude
18 | oil-based fuels is not sinply for fueling personal

19 | autonobiles that brought us here today, but is vital to
20 | many ot her segnents of our state econony such as

21 | agriculture, aviation and trade.

22 Like it or not, we continue to be a state
23 | econony dependent on petroleumfuels and therefore our
24| crude oil to manufacture those petroleumfuels. This

25 | project responds to that need at a tine when ot her
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1| donestic services are declining and thus provides a

2| vital bridge to our state's energy future.

3 In summary, the evidence you will be

4| reviewi ng over the next several weeks supports a

5| decision that the Vancouver Energy term nal at the Port
6 | of Vancouver is the best option for addressing the

7| state's need for new supplies of petroleumfuels to

8 | supply our West Coast refineries and fuel our econony.
9| The necessary infrastructure is in place at this

10 | location and therefore the environnental inpacts and
11| risks can be mtigated to a degree that protects the
12 | public interest and the quality of our environnent.

13 | Thank you.

14 M5. MARTIN:. Good norning, Chair Lynch,

15 | nenbers of the council and Judge Noble. M nane is

16 | Connie Sue Martin fromthe [aw firm Schwabe,

17| WIllianmson & Watt, and together with ny partners David

18 | Bartz and Lisa Lowe, | represent the Port of Vancouver
19 | USA.
20 The Energy Facilities Site Locations Act

21 | recogni zes the pressing need for energy facilities such
22| as this one. This council is charged with eval uati ng

23 | the proposed project and concl udi ng whet her or not after
24 | evaluating inpacts there is a net benefit. The Port of

25 | Vancouver will offer evidence and testinony during this
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1| adjudication to establish the benefits to the public of
2| allowng this project to be sited at the Port of

3 | Vancouver.

4 Alastair Smth, the port's chief marketing

5| and sales officer, will testify to a nunber of these

6| public benefits. First, there is a |ong-term nmarket

7| viability for US crude oil, making this a w se

8| investnent for the Port of Vancouver, for the port to

9| support future econom c growth through increased

10 | revenues.

11 The region will benefit fromincreased jobs
12 | established by this project. Tax revenue will provide
13| nore funding for our |ocal schools, roads, police, fire
14 | and other public services, as well as allow ng the port
15| to reinvest inits infrastructure to attract even nore
16 | business and jobs to Cark County. And, of course,

17 | econom c devel opnent is the nmandate to public ports in

18 | the state of Washington established under its

19| legislature creating them

20 The project is the end result of

21 | opportunities created by the port through its

22 | devel opnent of the West Vancouver Freight Access

23 | project, the WFA, which was done to reduce congestion

24 | and increase the novenent of freight by rail. Miltiple

25| sources of funding and many public and private parties
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1| contributed to the WFA, which is expected to reduce

2| rail congestion by up to 40 percent, inprove the use of
3| port infrastructure for existing and yet-to-be-devel oped
4| tenants and to open up the waterfront to the public and
5| for new devel opnent.

6 The W/FA was a concerted effort by the port
7| to create jobs and generate econonm c benefit by

8| investing inits freight rail infrastructure and, in

9| particular, infrastructure designed to facilitate nore
10| wunit train traffic.

11 The design of the Tesoro Savage facility

12 | enables the port to use otherw se underutilized heavy

13 | industrial property zoned for uses such as this wthout
14 | inpacting existing port tenants and uses.
15 And finally the port -- excuse ne, the

16 | project is consistent wwth the port's m ssion, which is

17| to provide econom c benefit to the community through

18 | | eadership, stewardship and partnership in marine,
19 | industrial and waterfront devel opnent.
20 Larry Guthrie, the port's rail expert, has

21| already testified in his prefiled witten testinony that
22 | the port has taken a well-designed rail system and nade
23| it even better and safer by inplenenting recomendati ons
24| he made for the rails that the oil trains will traverse

25| at the port. M. Quthrie has also testified that the
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1| port is conmmtted to maintaining its rails at a

2| higher-than-industry standard to further enhance safety.
3 David Sawi cki, the port's site safety and
4 | energency response planning expert w tness who has over
5| 40 years of experience working with industry, public

6| agencies and oil spill response cooperatives, testified
7|1 in his prefiled witten testinony that the project has
8 | been designed and engineered to be as safe as possible
9| and wll be safe and suitable at the proposed |ocation
10 | at the Port of Vancouver. M. Saw cki also testified
11| that the project location will be suitable with regard
12 | to other port tenants and uses.

13 Finally, Dr. Christopher Earle, the port's
14 | expert ecologist, testified in his prefiled testinony
15 | that inpacts fromvessel wakes are and, under the

16 | proposed project, would remain unconmmon and m nor.

17| There are two reasons for this, according to Dr. Earle.
18 First, the Lower Colunbia R ver has been

19 | subjected to nunerous engi neered nodifications during
20| the history of its devel opnent as a transportation

21| corridor. Fill has been placed, riprap has been

22| installed and it has substantially reduced the portion
23| of the river where native vegetation and prehistoric

24 | sedi nent may occur.

25 Second, there are only a |limted nunber of
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1| sites where wake strandi ng of sal nonids can occur

2 | because the site has to be both close enough to the

3| transportation corridor and al so possess the | ow angl e
4 | beach and ot her topographic features that allow the full
5| exposure of wake effects to occur.

6 The testinony and evi dence offered during

7| the adjudication will show that the property of the Port
8 | of Vancouver provides a suitable place through which to
9| nove crude oil to neet the needs of West Coast

10 | refineries and that the benefits of siting the project
11 | at the Port of Vancouver outweigh the inpacts. Thank

12 | you.

13 JUDGE NOBLE: Thank you. [I'Il let the

14 | parties, the opponent parties cone forward in the order
15 | they w sh.

16 M5. DRUMMOND: Thank you, Your Honor. Susan
17 | Drummond on behalf of the Cty of Vancouver. Wth ne

18 | today at the counsel table, Bronson Potter, Gty

19 | attorney, and Karen Reed, assistant Cty attorney.

20 Before the council is a proposal to

21 | transport and handle 15 mllion gallons of Bakken crude
22 | per day in the heart of the fourth largest city in

23 | Washington state. In other words, this is a proposal to
24 | handle what is the equivalent of 1,667 tanker trucks

25| every day in a city of 165,000, and nore than that, wll
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1| be stored on site.

2 The City is opposed to this project because
3| it jeopardizes the safety of its citizens. It threatens
4 | the environnment upon which the city depends and it puts

S| at risk its land use planning and its financi al

6 | investnents.
7 Captain Smth of the Titanic stated before
8| he sailed, "I wll say that | cannot inmagi ne any

9| condition which would cause the ship to founder. |

10 | cannot conceive of any vital disaster happening to this
11 | vessel. Modern shipbuil di ng has gone beyond that." In
12 | 1912, the Titanic hit an iceberg and 1500 people

13 | drowned.

14 The applicant in this proceeding will | ook
15| to statistical analysis, mathematical equations,

16 | algorithns in an attenpt to deliver a nessage not unlike
17| Captain Smth. The Cty will look to reality. The

18| City's witnesses will detail the al arm ng nunber of

19 | accidents which have been occurring over the |ast

20 | decade. They will detail the 25 very serious rail

21 | accidents which have been occurring at an average of

22 | over two per year.

23 | think everyone in this roomis famliar
24| with the tragedy which occurred in Lac-Megantic Canada

25| in 2013. In that catastrophe, 59 tank cars rel eased and
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1] 1.6 mllion gallons of Bakken crude spewed forth

2| creating an inferno which eviscerated that downtown,

3| taking with it 47 people.

4 Cl oser to hone in Mosier we had yet another
5| accident. That was on June 3rd. In that accident,

6| 42,000 gallons were released. And nore generally on

7| BNSF tracks in Washington state, there are accidents

8| every single nonth. Accidents happen. Mst are not

9| catastrophic, but it only takes one.

10 Fortunately, EFSEC is required in its

11 | decision-nmaking to account for the public interest, and
12 | in accounting for the public interest. Public safety is
13 | paranount. The applicant has a duty to ensure that its
14 | project will not put the citizens of this state at risk
15 | and EFSEC has a duty to take all practicable neasures to
16 | ensure the safety.

17 Now, protecting the public safety is not

18 | only about protecting against direct injury, say from
19| fire and explosion; it is also about protecting agai nst
20| injury to the environnent upon which we depend. W thout
21| clean water, without clean air, wthout functioning

22 | stormwater and sewer systens which, as we learned in

23| Mosier, are vulnerable in these accidents, we are not

24 | safe.

25 Bot h EFSEC regul ations and the State
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1| Environnental Policy Act recognize that the right to a
2| safe environnent, the right to a healthful environnment
3| is a fundanental and inalienable right which is held by
4| every single citizen of this state. As such, EFSEC has
5| a duty to ensure that the inpacts of this proposal are

6| not sinply mtigated below a | evel of probable

7| significance, but are, in fact, mnimal. Mniml. That
8| is a very high standard to neet.

9 And in | ooking at environnental effects,

10 | EFSEC, of course, |ooks to the human environnment. It

11| looks to the City's |land use planning and it |ooks to

12 | the neighboring uses. And it asks questions, such as,
13 | does the proximty of the elenentary school to this

14 | site, does that put those kids in jeopardy? What about
15| the inmates at the nearby jail facility? Are they

16 | protected? And what about the residents of the nearby
17| Fruit Valley nei ghborhood? WII they be safe with that
18 | facility nearby? And, of course, what about the

19 | occupants of all the buildings along the entire route
20 | through the city, including the newcity hall with its
21| views of the tracks that these trains will run on every
22 | single day? Are we protecting then?

23 EFSEC al so | ooks to the public cost of our
24 | project because EFSEC is charged with a duty to ensure

25| that energy is being provided at reasonable cost. And
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1| by cost, I'"'mnot tal king about the cost to the applicant
2| to construct the facility; | amtal king about the cost

3| to the public to house it. As such, EFSEC wi || ask

4 | questions such as, has the applicant ensured that the

5| enornous gaps in energency response funding have been

6| conpletely addressed? What if there is a catastrophic

7| accident and there is injury to property, to the

8| environnent, to life itself? |Is this applicant prepared
9| to step up and nake those who have been injured whol e?
10 | Does it have the resources to do so? Does it have the
11 | insurance in place that it needs? Has it provided

12 | access to parent corporation funding, or is this a

13 | Delaware LLC which wi |l declare bankruptcy and | eave the
14| Gty and State hol ding the bag?

15 The City during this proceeding, along with
16 | the other intervenors that it is aligned with, which

17 | include an extraordi nary range of interests,

18 | environnental groups, developers, tribal interests,

19 | other cities and Cark County, we will all denonstrate
20| that this proposal sinply does not nake sense. It is

21 | not providing Washington with energy it needs and yet at
22| the sane tinme it is putting our environnent, our econony
23 | and our nost precious resource of all, human life, at

24| risk. Thus at the end of this proceeding, the Cty wll

25 | be asking that EFSEC recomrend to the governor that he
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1| deny this project. Thank you.

2 JUDGE NOBLE: Thank you, Ms. Drunmond. And
3] | want to say to the people in the back that waving your
41 hands is not allowed. There will be no denobnstrations

5| of approval or disapproval. Thank you.

6 M5. BOYLES: Good norning, Chair Lynch,

7| Judge Nobl e and council nenbers. M nane is Kristen

8| Boyles and with Janette Bri mmer and Anna Sewell, we

9| represent Colunbia Riverkeeper, Cimte Sol utions,

10 | Friends of the Colunbia Gorge, Fruit Valley Nei ghborhood
11 | Association, Sierra Cub, Spokane Ri verkeeper and the

12 | WaAshi ngton Environnental Council. In the briefing and
13 | exhibits, we are collectively referred to as CRK for

14 | convenience. And | do not want to discuss, again, the
15 | points nade so ably by Ms. Drumond. So we will go to
16 | ny three additional thoughts.

17 First, | want to also thank the council and
18 | council's staff for providing this full hearing. The

19 | concerns raised by this project and this proposal have
20 | grabbed the attention of the -- Wshi ngton and

21 | communities across Washington and the people, and the

22 | adjudication is a massive undertaking, but it is vitally
23 | inportant. The council is providing an opportunity for
24| all sides to be heard, and while this effort may not be

25| painless, it is surely worthwhile. And this is a
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1| question where we have to get the answer right.

2 Second, | want to rem nd the council that

3| because of the way this hearing will unfold, you wll

4 | hear from Tesoro Savage and the port first, as the

5| applicant has the burden to show that its project is

6| environnentally acceptabl e and doesn't pose an

7| unacceptable risk to Washington's peopl e and

8| environnent. There will be plenty of evidence, two or

9| three weeks hence, to counter those presentations. So |
10 | ask that you bear in mnd that the whole story won't

11 | have been told until this hearing is over.

12 Finally, | ask you to think about need. The
13 | governing statute, the EFSLA, requires the council to

14 | bal ance environnmental and public health harns agai nst

15| the need for energy facilities in Washington state. For
16 | this project, that balance is entirely |lopsided, as this
17| project is sinply a transfer operation, as M. Derr just
18 | described it, and that neans it provides no energy to

19 | Washington. And the oil that wll be shipped through

20| our state will nost likely not benefit Washi ngton at
21| all.
22 Mor eover, there is no oil shortage. Despite

23| a long-termslow decline in production fromthe Al askan
24| North Slope, our refineries are operating at capacity

25| and, in fact, we are in the mdst of an oil glut. Ql
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1| conpanies may need to get this oil to market, but

2 | consuners, and especially Washington consuners, w |l not
3| benefit. For WAshington this project is all risk and no
4| reward and that is counter to the statute and your

5| mandates. Thank you.

6 JUDGE NOBLE: Thank you, Ms. Boyl es.
7 MR. HALL: Good norning, Your Honor, Chair
8 | Lynch, nenbers of the council. M nane is Brent Hal

9| and for the last 11 years it's been ny privilege to

10 | represent the Confederated Tribes of the Umatilla Indian
11 | Reservation. | neke this opening statenent today on

12 | behalf of the Umatilla tribes, the Yakama Nation and the
13| Colunmbia River Inter-Tribal Fish Commssion. | amone
14 | of several attorneys to the tribal parties you'll be

15 | seeing through the course of this hearing. W're

16 | pooling our resources to try to ensure coverage for the
17| length of this extraordinary endeavor.

18 | want to join in the comments of

19 | Ms. Drummond and Ms. Boyl es and, for the nost part,

20 we'll try not to repeat them but | do want to expand on
21 | the concept of risk and how that applies to the work of
22| the tribes and its co-managers for decades done

23 | throughout the Colunbia River basin. In doing so, |

24 | also hope to communicate to you the special relationship

25 the tribes have to the Colunbia R ver and the salnon it
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1| supports, a tribal first food that the tribes have

2| relied upon for subsistence and conmerce for

3| generations, since tinme inmenorial.

4 Now, throughout the basin, tribes and their
5| neighboring communities have sacrificed tinme and tribute
6| totry to bring back sal non and steel head runs that were
7| for decades disregarded for other econom c endeavors.

8 | Bringing back these fish has not been easy. It has

9| taken decades of commitnent and effort and mllions of
10 | dollars fromfederal, state and tribes. It was a happy
11 | surprise when, in 2004, | returned to ny honet own of

12 | Pendl eton, Oregon, nearly 20 years after | had left for
13| college and | found now the river supported sal non and
14 | steel head. They had been extricated when | left. The
15| Umatilla River runs through downtown Pendl eton and the
16 | Indian reservation and now daily when | run, wal k or

17| ride along the river, | see fishers casting it and

18 | others enjoying the increased fl ows.

19 Now, the restoration of fish to the Col unbi a
20 | River was spearheaded by the tribes, but it took the

21 | cumul ative effort of the tribes, the co-managers, the

22 | neighboring comunities and the northwest congressional
23 | delegation to negotiate the necessary agreenents, secure
24 | the funding, inplenent the water exchanges, fix the

25 | passage barriers, inplenment the habitat restoration, to
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allowthe fish to begin to return. These are just a few
of the things that nust be done when you restore a fish
run. That work still continues today.

And the restoration of the Umtilla River is
just one of nmany ongoi ng and successful efforts of fish
runs in the Colunbia Basin. 1In the Snake R ver we have
gone froma few fish in the early 1990s, to annual
returns averagi ng over 22,000 adults over the last five
years. The Hanford Reach supports what is believed to
be the healthiest run of fall chinook in the world with
over 450,000 returning adults in 2015. And |ast year we
saw well over a mllion fall Chinook enter the nouth of
the Colunbia River. | could go on and on. W are
seeing gains all over the Colunbia Basin, setting
records nearly every year.

But this work takes a continued effort of
everyone in the region. Al the co-managers and
significant funding, as nentioned before, billions of
doll ars over the decades. But although we've seen these
gains and good returns on the region's investnent, we
still have 13 listed stocks in the Colunbia; sone stocks
are nore fragile than others, wth only tens or hundreds
of natural returning adults each year. W have al so
seen declines of |anprey and sturgeon over the | ast

20 years. W still have a ot of work to do.
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1 Now, the nenbers of the tribes before you

2| live up and down the river. The tribes have been

3| stewards of this fishery resource since tine inmenorial.
4| The ability to access fish in the river which they

5| relied upon for subsistence and conmerce was so

6| inportant to the tribes that it was a primary right they
7|1 reserved and secured in the treaties of 1855. And the
8 | federal courts have upheld that right repeatedly,

9| including the Suprene Court, in the century and a half
10 | since the treaties were signed. And the federal courts
11 | have also told us that right carries with it the right
12| for habitat to be free from mannmade exfoliation.

13 Menbers of the council, the project before
14 | you poses grave risks to that treaty right, to the work
15| of the tribes and their nei ghbors and co-nmnagers and
16 | the resource. A derailnent can have catastrophic

17 | consequences, depending on the tinme of year it occurs

18 | and the location it occurs. This proceeding cries out
19| for a detailed know edge of the fish runs in the

20 | Colunbia River that the applicant has not denonstrated
21| to date. A spill into the river during a mgration

22 | mght make years of work in restoring that resource go
23 | undone. It could also nake fishing sites that have been
24 | handed down by famly to famly over generations

25 unusabl e.
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1 Even in the absence of derailnent and spill,
2| the increase in traffic wll make it nore dangerous for

3| the tribal nenbers who nust cross those tracks, that

4| live near those tracks and use themnultiple tinmes each
5| day to get to the river. Al of these risks are ones

6| the State of Washi ngton should not and does not have to
7| bear.

8 Thank you for your tinme today and the work

9| that you do.

10 JUDGE NOBLE: Thank you, M. Hall.
11 MR. KERNUTT: Morning, Chair Lynch, council.
12| My nane is Matt Kernutt. | amthe designated statutory

13 | Counsel for the Environnment. Pursuant to statute,

14 | Attorney Ceneral Ferguson appointed ne to i ndependently
15| represent the interests of the public and their broad
16 | interest in the quality of the environnent in all

17 | proceedings before EFSEC. It's a weighty burden to

18 | bear, representing the public interest in the quality of
19 | the environnent, but it's sonething that | think is

20 | inportant to present to the council. M job's not to
21 | advocate for the need of this project or against the

22| need of this project. M job is to nmake sure the

23| public's interest in the quality environnment is heard;
24 | that you understand what that interest is and whether

25| that interest can be and will be protected, pursuant to
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1| this particular project.

2 Testinony from Counsel for the Environnent's
3| witnesses will show and denonstrate potenti al

4 | environnental inpacts and danages, as well as inpacts at
5| Colunbia River fisheries as a result of a worst-case

6| discharge in two scenarios, a tanker spill and a

7| derailnment into the Col unbia River above Bonneville Dam
8 Now, there will be a |lot of discussion about
9| risks, but it is ny opinion that show ng the

10 | consequences in relation to those risks are just as

11 | inportant as the math behind the risks, if not nore so.
12| While argunent will be made that the risks associ ated

13| with this, that the events that ny experts discuss and
14 | the events that experts fromother intervening parties
15| will discuss nay be renpte, those conseguences can

16 | potentially be massive. These consequences nust be

17 | strongly considered, and | urge you to strongly consider
18 | these potential consequences in the course of this

19 | proceedi ng. Thank you.

20 JUDGE NOBLE: Thank you, M. Kernutt.

21 Are there any nore opening statenents to be
22 | made?

23 Could I ask the proponents which of themis

24| going to be going first? M. Derr, will you be going

25| first for Tesoro Savage?
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DERR / ROACH
1 MR. DERR: Yes, Your Honor, we're going to
2| intersperse witnesses, but the first witness wll be
3| presented by the applicant.
4 JUDGE NOBLE: Al right. Thank you. One
5| thing we did not get done yet is the ruling on the John

6| Hack testinmony. WII M. Hack be called this norning?
7 MR. DERR: Not this norning, no, Your Honor.
8 JUDGE NOBLE: We'll do that just after the
9 noon hour, then. Are you ready to call your first

10 W t ness?

11 MR DERR Yes. | would like to call Brad
12 Roach to the stand.
13 JUDGE NOBLE: M. Roach, will you approach

14 | that table over there and before you do, would you raise

15| your right hand, please.

16 (Wtness sworn.)

17 JUDGE NOBLE: Thank you. Please be seated.
18 You nmay proceed, M. Derr.

19 F. BRADLY ROACH,

20 havi ng been first duly sworn, testified as foll ows:
21 DI RECT EXAM NATI ON

22 BY MR DERR

23 Q Thank you. M. Roach, | would like to start

24 | out, would you please state your nane and spell it for

25 t he record.
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N

g A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

DERR / ROACH

A F. Bradly Roach. It's -- F. is a letter
obviously. Bradly wwith no E, B-r-a-d-1-y. M nomfixed
that one for nme. And Roach, R-0-a-c-h.

Q Thank you. M. Roach, did you file prefiled
testinony in this proceedi ng?

A | did.

Q And is your CV and statenent of qualifications
contained in that prefiled testinony?

A It is.

Q Can you just briefly sunmarize your experience,
especially your experience in the petroleumindustry.

A My experience in the petrol eumindustry goes
back al nost 40 years, about 36, 37 years of experience
in the oil industry, starting as an engi neer, chem cal
engineer in refineries in the Gulf Coast and progressing
up through the corporations that | worked in getting
I nt o busi ness planning and economcs. | worked in
mar keting, | worked in pricing of hydrocarbon fuels and
now | '"min strategy and devel opnent.

JUDGE NOBLE: Excuse ne, M. Roach. You are
a fast speaker and we have a court reporter that's
trying to keep up, so if you can, speak a little slower.

THE WTNESS: | will slow down.

JUDGE NOBLE: Thank you.
BY MR DERR:
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DERR / ROACH
1 Q Thank you, M. Roach. Because your prefiled
2| testinony has already been submtted under oath, |'m not
3| going to ask you to run through that in detail. | wll
4| let you know, however, that others may have questions of
5| you on that. Council may have questions of you on that,
6| but I just want to focus on a couple of key topics

7| addressed in that.

8 MR. DERR: The other thing is | understand
9| the way we are doing wtnesses, M. Roach has had a

10 | series of exhibits attached to his prefiled testinony.
11| It's ny understanding that no party objected to that

12 | prefiled. [It's also ny understanding no party has

13 | objected to any of those exhibits attached to the

14 | prefiled. And then a little |later we have about three
15 | new exhibits that were not attached to the prefiled

16 | which is also ny understanding no party has objected to.
17| So we'll walk through the exhibits, if we may. Do you
18| wish to rule on themone by one or just to rule on them
19| at the end?

20 JUDGE NOBLE: | would Iike to rule on the
21 | agreed exhibits at this time. Can you give ne the

22 nunbers agai n, please?

23 MR. DERR: Yes. So the exhibits that we
241 will -- the exhibits that were agreed on are all the
25| exhibits attached to his prefiled, but the ones -- you
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DERR / ROACH

1| want all those or do you want the ones that we are using

2| this norning?

3 JUDGE NOBLE: | have to admt them by

4| nunber, so | can admt themas a range of nunbers, but |
5| need to have the nunbers, and then Ms. Mastro wll be

6| marking themas admtted in the electronic record. And

7| the council will be able to view themelectronically
8| or -- they're all behind ne in notebooks.
9 MR. DERR: Again, |'mgetting you the I|ist

10 | of every exhibit that were prefiled earlier. W're only
11 | wusing about eight or ten of themthis norning. So if |
12| may, let nme give you the exhibits we're using this

13| norning and then we'll conme back and get you all of the
14 | exhibits attached to the prefiled. Hs CVis

15 Exhibit 322, TSS. H's prefiled testinony is

16 | Exhibit 321.

17 JUDGE NOBLE: Let ne just interrupt you on

18 | that, on the prefiled testinony. The prefiled testinony
19| is not properly an exhibit and what it is, is testinony,
20 so it wll be part of the record. It doesn't need to be

21| admtted as an exhibit. So that's the case with all of
22| the prefiled testinony so-called exhibits, and we can
23 | make sure that the record is clear on that.

24 MR. DERR:. Very good. Thank you. Then we
25| have -- attached to his prefiled, we have Exhibits 129
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1| through 146. Those were attached to his prefiled

2| testinony. And then we have new exhi bits today that we
3| wll be referring to outside that range, principally,

4 271 and 272.

5 JUDGE NOBLE: And you'll be laying the

6 f oundation for them --

7 MR DERR: | can do that with his testinony
8| at that tine.
9 JUDGE NOBLE: Al right. First, | wll --

10 | ny understanding is that there's no objection to the
11 | Exhibits 322 TSS and 129 through 146 TSS. It's ny
12 | understanding that there's no objection to those

13 | exhibits and they will be admtted. M. Mastro wll

14 | mark them as exhibit -- as admtted.

15 MR. DERR: Al right.

16 JUDGE NOBLE: 321, what was the --

17 MR. DERR: 321 is prefiled, which you said

18 does not need to be an exhibit, so that's not admtted

19 as an exhibit.

20 JUDGE NOBLE: Thank you.

21 MR. DERR: 322 is the CV.

22 JUDGE NOBLE: Al right. Thank you.

23 MR DERR  Wth that, | would like to start

24 with Exhibit 129. W'Il see how this works. This was

25| Attachnent B to the prefiled testinony, for counci
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1| nmenbers who have read prefiled and are tracking it that

2| way. So this was attached to prefiled testinony.

3 BY MR DERR

4 Q M . Roach, can you describe what is a PADD and
5| which PADD is in the state of Wshi ngton?

6 A A PADD is the -- a PADD is the acronymfor the

7 Petrol eum Adm ni stration for Defense Districts, which

8 | are a regional designation for areas of the United

9| States as depicted on the map which break up the

10 | regions. It was established back in Wrld War -- ["'I|
11| slowdown -- in the Wrld War |1 tine frane to help the
12 | governnment and regul ators nonitor and neasure the flow
13 | of energy anongst the various states. The PADD t hat

14| we're inis PADD 5. It represents the Wst Coast of the
15| United States, including Al aska and Hawaii .

16 What ' s not abl e about this PADD, this region, is
17| its very robust econony. California alone is |ike the
18 | eighth [ argest econony in the world. Wen you take the
19 | whol e PADD together, to include Washi ngton and the ot her
20 | states, this would rank about fifth or sixth in the

21| globe in terns of economc activity that occurs in this
22 region, and this is a wde array. |It's not any one

23| thing, but it's a wde array of econom c activities,

24 | agricultural, aerospace, entertainnment, high tech, just

25| a variety of economc activities that occur, Washi ngton
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1 being an inportant part of that. Wshington has its own

2| definite presence in agriculture and high tech and

3| aerospace that's integral to that PADD 5 econony.

4 | Under pi nning that econony is the need for energy to keep
5| that econony running very consistently.

6 Q Thank you.

7 MR. DERR: Can we put up Exhibit 130.

8 BY MR DERR

9 Q This was Attachnment C to prefiled testinony. As
10| I'"'mwaiting for the graphic, maybe I'lIl ask you the

11 | question in a slightly different way. Can you descri be
12 | the avail abl e nodes of transportation of crude oil to
13| the refineries in PADD 57

14 A The nodes of transport of crude oil into PADD 5
15| are fairly well-defined. W have a fair anmount of the
16 | oil that was available within the PADD and that woul d be
17 | about -- available via gathering systens that aggregate
18 | the crude and send it to refineries via pipeline.

19| Simlar to that would be the pipeline in the Al askan

20 North Sl ope that brings a -- brings ANS crude down from
21| the very north side of Al aska down through an 800-mle
22 | pipeline to the southern coast of Al aska where it's

23 | transloaded to ships which then travel another

24| 1200 mles to reach the West Coast of the mainl and.

25| Those woul d be your sources of crude oil within the
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1 PADD.

2 If you have to bring in additional crude, which
3| we do, into the PADD to run the refineries to their

4 | demand, then you have to bring in crude from ot her

5| sources like from Canada via pipeline. There's a snal

6| pipeline up there that supplies sonme into the northern

7 part of WAshington, or you have to bring it in via boat
8| fromforeign countries.

9 And the additional one that we've seen lately is
10| the ability to bring in by rail fromthe m d-conti nent
11| of the US where we've had a surge in production.

12 Q Can you explain briefly why rail is used to

13| bring it in fromthe md-continent?

14 A The rail -- as denonstrated by this map, and |

15| should refer to this map, this map, it's a little bit of
16 | an eye test because it is seemngly small. This is a

17 | map prepared by the Canadi an Associ ati on of Petrol eum

18 | Producers, really just docunenting where the major

19 | pipelines are in the North Anmerican continent which

20 | supply crude fromthe producing areas to the areas where
21| they're refined and where they're needed. What this map
22 Is intended to show is that when you | ook to the West

23 | Coast, there just aren't many of those pipelines that

24 | cone there.

25 And i nasnmuch as there was a surge of production
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1 in the md-continent of the United States, the Bakken,
2| the N obrara, the Perm an Basin, the Eagle Ford areas,
3| as nuch as crude production increased there, there was
4| sinply no way to get it to the West Coast in a pipeline.
5| By the nature of the pipelines being such a |ong

6 | endeavor, they are very expensive to build. There's

7| significant capital investnents that are required for

8| pipelines that take long tinmes to get the financing, get
9| the permtting, get the project in place. So that is

10 | one of the reasons that there is not a -- an expansi on
11 | of that network that you see in that map over to the

12 | West Coast. It's just very, very expensive to -- and

13 | tinme-consunmng to acconplish. Contrast that with

14 | crude-by-rail, which has nuch | ower costs, the rail --
15 | the pipeline systens that have been commonly tal ked

16 | about in the North American continent typically are

17| things |ike the Keystone, the Energy East, the Northern
18 | Gateway and Trans Mountain, those all cost in the

19| nultiple billions of dollars to inplenent.

20 Crude-by-rail utilizes existing infrastructure,
21| which is the existing railroad tracks, and basically

22 requires a termnal at both ends, one to |oad and one to
23 | unload. And those investnents are nore in the mllions
24| of dollars. And it's really easy to talk about mllions

25 and billions, but the difference between those is ten,
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hundred, thousand tinmes difference in cost. So it's
much nore | ower investnents and | ower inpacts because
you're not clearing -- you're not clear-cutting

ri ght-of -ways through various parts of the country to
have the pipeline, to bury it and then maintain that
ri ght - of - way.

But the other part that's sonmewhat interesting
about the rail termnals, the crude-by-rail, is you're
not fixed point to point; whereas a pipeline you build
frompoint Ato point B and that's all you can ship is
frompoint Ato point B, unless you put a lot nore
capital to do nore distribution or gathering. 1In a
crude-by-rail termnal, you can source crude to that
termnal froma variety of other places and you' re not
limted to a point-to-point solution. You have -- you
can have nultiple points providing supply to that
termnal. So the flexibility of a rail termnal is
markedly different than the flexibility that exists in a
pi pel i ne because of its specific point-to-point
configuration.

Q Thank you, M. Roach. Can you tell ne in your
opi nion what's the |ikelihood that these existing nodes
of transportation of crude oil in PADD 5 will change in
t he foreseeable future?

A The nodes that -- of transportation that exist,
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1] | don't see those changing in the nunber of nodes that
2| there are. The bal ance between the nodes is an
3 | ever-changing picture based upon the econonics of the
4| crude oil and the markets that supply that. So those
5| nodes of getting it to the state in that way seemto be

6| pretty static, but the bal ance between those nodes is
7| subject to change.

8 Q Thank you. | want to ask you sone questions

9| about the supply of crude oil to PADD 5. Wat are the
10 | current primary sources of crude oil to the refineries
11 | in Washington and in PADD 57

12 A The current sources of oil into PADD 5 are

13| basically fromthe -- into the whole PADD are, fromthe
14| California crude fields, the north -- the ANS crude

15| fields, inasnmuch as we need nore crude to run, we get
16 | sone crude in from Canada via the Trans Mountain

17 | Pipeline, but the bal ance cones predom nantly from

18 | offshore wat erborne novenents from ot her areas of the
19 | globe. Lately we've had sone of the crude-by-rail

20| comng in on a few designated -- to a few designated
21| facilities in Washington and a couple of themin

22 Cal i forni a.

23 Q Thank you.

24 MR. DERR: Can you put up Exhibit 143 for

25| nme, please. This was also attached to his prefiled
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1] testinony.

2 BY MR DERR

3 Q M. Roach, can you describe what this figure
4| illustrates and describe the colors?

5 A This figure is taken fromElA data from DOE.

6| This represents the production of the first two nodes or
7| the first two sources of crude that | just nentioned,

8| the top being the ANS crude supply and production and

9| the bottombeing the California crude production. This
10 | covers a tinme span of sonme 30 years, and over that tine
11| frane there has been a continual decline of crude from

12| the 3-mllion-barrels-a-day | evel down to approxinately
13| a mllion barrels a day, a reduction of two-thirds of

14 t hat vol une.

15 MR. DERR: Let ne ask for Exhibit 144.

16 A Bef ore you | eave that.

17 BY MR DERR

18 Q Sur e.

19 A Before you leave that, | think it's appropriate
20| to point out, especially in that -- if you |look at the
21 2010 to 2015, where there's still been a slight decline

22| of the volune, if you conpare that decline curve with
23 | what's happening in other regions of the country, you'l
24| notice a significant difference.

25 If you go back to that PADD map that | had that
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1 showed all those PADDs, 1, 2, 3, and 4, all those are

2| east of the Rockies; if you |ook at what's happened in
3| crude production from 2010 to 2015, those PADDs have

4| seen an increase in their production levels of 75 to

5| alnost 100 percent nore crude produced. So they have

6| actually been on a trend upward in production. But

7| these two fields during that sane tine franme have

8 | actually decreased al nost 20 percent. It's like 18 to
9 19, 20 percent reduction. So even in the high-price

10 | environnent that we had from 2010 to 2015, these fields
11| continued to decline; whereas those other fields around
12 | have markedly changed. So there's a dynamc in this

13 | crude -- these crude fields that is inportant to

14 nmoni t or.

15 Q Let me -- I'mgoing to skip out of turn.

16 MR. DERR: Can you go to Exhibit 271.

17 BY MR DERR

18 Q Because | think this furthers the point that you
19| just made. 1'mgoing to ask you to explain Exhibit 271

20| at this point.

21 JUDGE NOBLE: So actually you're laying the
22 | foundation for 2717
23 MR. DERR:. 271, I'Ill lay the foundation.

24 | BY MR DERR

25 Q So, M. Roach, can you first explain where
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1| this -- how this graph was prepared and where the
2| information canme from
3 A This is a graph that shows the inventory |evels
4| within the United States by each of the PADDs that we
5| started with when | started ny testinony here. And so
6| this is again going back over -- this is 20 years,

7| showi ng how the inventory has increased. And this
8| really speaks to the perception that there's a gl ut
9| of --

10 JUDGE NOBLE: Excuse ne, the w tness needs
11| to not testify about the contents until it's admtted.
12 MR DERR Cot it.

13 BY MR DERR

14 Q So the source of the information, M. Roach?

15 A The source of the information is as is noted on
16 | the graph, the EIA the EIA Energy Information

17| Adm nistration of the Departnent of Energy.

18 Q So that's a governnent agency that sourced this
19| information?

20 A Yes.

21 Q Did you prepare the graph fromthat data?

22 A Yes.

23 Q You prepared the graphs?

24 A | prepared the graph fromthe data.

25 MR. DERR:. Thank you. | would nove for

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 171



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

DERR / ROACH

1| adm ssion of the exhibit so the witness can speak to it.

2 JUDGE NOBLE: Any objection? The exhibit's
3| admtted.

4 BY MR DERR

5 Q Now, can you explain what this exhibit shows?

6 A Thi s graph speaks to the concept of a glut of

7| crude, especially in the North Anrerican -- or in the US,
8| where we do see on this chart a very high | evel of

9| crude, higher than basically historically seen where

10 | crude oil levels have increased dramatically. But this
11| graph is oriented fromtop to bottomin the nunber of

12| the PADD, PADD 1 at the top and PADD 2, PADD 3, PADD 4
13| and PADD 5 at the bottom \Wereas there has been an

14 | accumul ation of crude oil in the United States, it

15| hadn't been on the West Coast. That accunul ati on has

16 | occurred basically in the PADD 2 and in the --

17 predom nantly in the PADD 3. PADD 2 is where Cushing is
18 | and Cushing storage adds to that quite a bit. So we had
19 | seen an accunul ation of crude oil, but if you go back to
20| the map that | showed, show ng the | ack of connection

21 | between the crude oil side fromthe rest of the country
22| to PADD 5, that oil that's accunulated can't get to

23| PADD 5 directly. The only nmechanismthat we coul d get
24| that oil to PADD 5 right now m ght be a Jones Act ship

25| going around either through the canal or through South
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Aneri ca.

Q Thank you. Excuse ne. (o ahead.

A So this graph really highlights that segregation
of the rest of the infrastructure of the US from what
exists in California.

Q Thank you.

MR. DERR: Now Exhi bit 144, please.
BY MR DERR

Q So, M. Roach, a mnute ago you showed -- you
referred to Exhibit 143 and you spoke about the
production in Al aska and the north slope of California,
the red and blue bars, and we're going to put up
Exhibit 144 and | would |like to ask you to explain what
that exhibit shows. Let's refer to the top figure
first.

A This top figure is an outlook on -- of the
production for ANS crude, and below it then a table
show ng the volunes, and this is showing -- this is from
the Al askan Tax Authority. This is show ng, then, the
decline of ANS, which is anticipated to continue on into
t he next decade.

The chart below it is indicative of where
refineries source the oil that they need to nake up the
di fference that has occurred as that ANS and t hat

California production have dimnished fromtheir peak
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1 t hat was seen back in the 1990s. That oil cones

2| predomnantly fromthe Mddle East or fromLatin Anerica
3| or fromWestern Africa.

4 Q Thank you.

5 MR. DERR  How about Exhibit 145? This was

6| also attached to his prefiled testinony.
7| BY MR DERR

8 Q M. Roach, can you explain what this exhibit
9 i1 lustrates?
10 A If | segue off the prior graph which showed

11 | where the sources of the inported oil conmes fromthat
12| fills the need that's created by the falling ANS and
13| California crude, those regions of Latin Anmerica, West
14| Africa, the Mddle East are shown in this graph. This
15| is a graph conpositing two different data sources, two
16 | different data representations. One is the colored

17| global map that's the backdrop. That's based on

18 | information from Transparency |nternational that speaks
19| to the business risks that exist by doing business in
20 | those countries.

21 Now, this is -- this is business risk of

22| corruption and | ack of transparency in business -- in
23 | business endeavors. This isn't the geopolitical risk
24| that would exist. But if you were to put up a

25| geopolitical risk map, you woul d have sonewhat the sane
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1 scenari o.

2 Those bl ack circles represent the size of

3| reserves that occur in these countries, and so these are
4| the sources for the crude that has to fill the void that
5| i1s created when ANS and California crudes decline in

6| PADD 5 to keep those refineries running at the | evels
7 needed to neet demand within the PADD. So this is
8| really indicative of having to source that volunme from

9| areas of the world that are challenging to do business

10 wth -- to do business in, at best.
11 Q Thank you.
12 MR DERR. | would |like you to open up

13 | Exhibit 131, page 7.

14 BY MR DERR

15 Q M. Roach, next |I'mjust going to ask you a

16 | couple of questions fromthis exhibit about the nature
17| of the petroleumfuel demand in Washington and in

18| PADD 5. And this was also an exhibit -- a series of

19 | exhibits that was attached to your prefiled, page 7,

20| we're going to have you take a | ook at, which was the
21 | state of Washington specifically. |1'mnot going to ask
22| you to read the text.

23 I f you can, explain for the council what this --
24| where this information is fromand what it illustrates,

25 | describing the boxes and the bars and the col ors.
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1 A Yes. | provided various views of this graph for
2| different regions that are under consideration, both the
3| states that -- each state wwthin PADD 5 woul d show a
41 diagramlike this, along with the US as a whole. These
5| graphs were prepared -- or produced by the Law ence

6| Livernore National Laboratory, a reputable endeavor that
7 | ooks at energy flows and they created these graphs.

8 The graph -- if | just step back and | ook at

9| what does the graph represent, the boxes on the

10 | l|eft-hand side of this graph, snall as they are by what
11| 1'mlooking at, are the various types of energy that can
12 | supply -- or the various types of sources that can

13 | supply energy to the econony.

14 At the bottom you have petrol eum you've got

15 | bi omass, you have coal, you have natural gas, there's

16 | nuclear, solar, wnd, a variety of energy sources that
17| can feed into the econony. Even hydroelectric, and

18 | Washington has got a lot of hydro. It shows up as the
19| widths of the line. So the wdth of the |ine emanating
20| fromthose boxes on the |eft represents how nmuch energy
21 IS used or provided by those sources, to be used by the
22 boxes on the right-hand side, the shaded rose-col ored

23 | boxes on the right-hand side. Those represent how

24 | energy is used in the subject econony, whether it's

25 residential, how we heat and cool our hones, or the
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1| commercial activities or the heavy industrial and

2 | aerospace industries. On the |lower section there is the
3| transportation sector of the energy denmand.

4 So this graph is showng that the prine input to
5| the transportation segnent of the econony is petrol eum
6| Very little comes fromother sources. It's --

7| approximately 95 to 97 percent is from petrol eum and

8| that's owing to the high energy density, the ease of

9| distribution, the reliability, the scalability that

10 | petroleum brings to an econony, and as such, as the

11 | econom c fuel of choi ce.

12 Q Can | just ask you a point to be sure, because
13| 1've seen |leaning and squinting, so nobody's going to be
14| able to read the |l abels. Can you just clarify the

15 | bottom dark green box and bar, is that the box and bar
16 | that you're --

17 A It is.

18 Q -- referring to as the transportation -- the

19 | petroleumfuels feeding the transportati on sector?

20 A Yes. The bottom-- the bottom bar, horizontal
21 bar, is emanating fromthe petrol eum source point and it
22 Is predomnantly feeding the transportati on box.

23| There's a little bit that segues up to industrial for

24 | heavy industry use of diesel. But if you're |ooking at

25| just the transportation box, the only input to it is
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1 petroleum In this case there's a little bit of

2| biofuels, which represents the ethanol which is bl ended

3| into gasoline.

4 Q Thank you.

5 MR. DERR:  Your Honor, this is a pause for a
6| logistical question. W're doing the best we can, but

7| the screen -- | assunme if council needs to take a cl oser
8| look at it in the exhibit, they have access to those?

9 JUDGE NOBLE: They do.

10 MR. DERR. And they will do that later?

11| Geat.

12 A The followup point that I would |like to nake on

13| this, is if you |ook at any of those states for the US
14 | as a whole, you see that petroleumis the fundanent al

15| fuel in the transportation sector.

16 BY MR DERR

17 Q That was going to be ny next question. The rest
18 | of your prefiled had other graphics that were simlar.
19| Were those the rest of the West Coast?

20 A Those were the rest of the West Coast and the US
21 | as a whol e.

22 Q Thank you. So can you tell nme a little bit

23 | about -- you nentioned the transportation sector.

24| What's included in the transportati on sector?

25 A The transportati on sector woul d include al nost
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1| any novenent of goods and people that we see. It would
2 be planes, trains and autonobiles. It would be the
3| personal transportation that brought many of us here
4| today. It would be the anbul ance that | saw this
5| norning racing as a first responder sonewhere. It would

6| be the refrigerated truck that carries fruit fromthe

7| Colunbia R ver Gorge halfway across the nation to

8| markets that people -- that support people in other

9 parts of this country. So there's huge segnents of the
10 | econony that are wapped up in that transportati on box
11| that are very inportant to the functioning of this area,
12 | but also to the benefit of others around the nation.

13 Q So is it your opinionit's nore than the oi

14 | conpani es? There are other industries that are

15 | dependent on these fuel s?

16 A We're all dependent upon these fuels, yes.

17 MR. DERR. Okay. | would like to ask for

18 | Exhibit 136. This was an exhibit attached to your

19 | prefiled.

20 BY MR DERR

21 Q Can you describe what this exhibit illustrates?
22 A This is a representation of the energy use of

23| that transportation sector in the PADD 5, the Wst Coast
24| region, going -- starting wwth 1990 and com ng forward

25| to today, which is the dashed line right there around
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1| the 2015. So it's show ng the change in usage of

2| gasoline, the jet fuel, jet kerosene and the diesel

3 | conponent of that |ight product transportation.

4 What's inportant to show there is that dashed --
5| that dark, dashed line across the top which shows that

6| in about 2006, we hit a peak, and, of course, shortly

7| thereafter we went into a significant recession. But as
8 | we have been com ng out of that recession, you get to

9| contenporary tinmes of this 2015 dash line, we're

10 | actually seeing denmand cone back as the econony has

11 | recovered fromthat recession. And then it is showing a

12 | future view of the use of these transportation fuels on

13| into the next decade.

14 That transportation fuel is continuing to grow a
15| little bit. W still have a little bit of the econony
16 | |eft that, as it cones back, it brings in growth of

17| transportation fuels. Underlying this graph there is a
18 | continual growh of between 1 and one and a half percent
19 | of population growh. There's a continuing growth of

20| the econony. Those tend to increase transportation fuel
21 | demands, but there's also the offset of increasing

22| efficiencies. And that's why this graph starts to

23| plateau. We are showing that flow plateau at

24 | approxi mately 2020 and then it -- for gasoline, starts a

25| very slight decline, but the other fuels continue to

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 180



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

DERR / ROACH

1 have growth. So on the whole, the expectation is for a

2 relatively constant call on hydrocarbon fuels to power

3| the econony into the next couple of decades.

4 Q Thank you. So, M. Roach, | would Iike to ask

5| you, if I can, to try to sunmari ze your opinion based on

6| the comments you' ve nmade to date, what you see occurring
7| wth existing supplies of crude oil to PADD 5 as

8 | conpared to the demand of crude oil in PADD 5.

9 A OmM ng to the strong economes and the strong

10 | econom c performance and the enbedded nature of

11 | hydrocarbon fuels to support that, we see the demand for
12 | hydrocarbon fuels continuing on through the life of the

13 | project over the next couple of decades.

14 During that same tine franme, though, we continue
15| to expect to see the indigenous -- the decline of the
16 | indi genous crudes that have historically supplied this

17| region, that being the California and the Al askan

18 | crudes. That will force refiners to seek -- to fill the
19 | void of that by going to the nations, the other sources
20| of supply that | referred to with the nulticol ored map.
21 Q Can you briefly describe your opinion of the

22 role of the Vancouver Energy term nal project in

23 | addressing the crude oil and petrol eum fuel supply and
24 | demand issues that you've just described?

25 A | would join two thoughts there. The Vancouver
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1| Energy project creates another alternative to access

2| volunme that we cannot currently get today. | go back to
3| that graph that showed the inventory |evels of those
4 | various PADDs, how PADD 5 was steady but we've got a | ot
5| of crude available in the md-continent and the CGul f

6| Coast, a facility |ike Vancouver Energy woul d open up

7| the ability to bring crude fromthose regions into the
8| refiners in this area as an additional source and

9| flexibility. And | have to note the quality is

10 | significantly different of that crude too. So it gives
11 | many opportunities to utilize that type of crude in

12| refineries on the West Coast and in sonme situations in

13 | the Washington refinery.

14 Q Thank you.

15 MR. DERR. And, Your Honor, maybe again, |

16 | just want to pause because we're about to swtch gears
17| in response to other prefiled testinony, but | wanted to

18 | clarify how you want to handl ed rebuttal of other party
19 | testinony. W have prefiled testinony from ot her

20 | witnesses that have been submtted. |'ve asked

21| M. Roach to review sone of those docunents. | have

22 | questions for him But we won't hear fromthose

23| witnesses until later in this proceeding, and we do

24| intend to reserve sone tine for rebuttal. And | want to

25| be clear as to whether you want us to address the
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1 prefiled rebuttal now and any different issues in the

2| live testinony at the end, or do you want us to address
3| all rebuttal of other witnesses at the end? |Is there a
4| preference?

5 JUDGE NOBLE: | think addressing all the

6| rebuttal at the end works better. R ght nowif you're

7| done wth your questions of this wtness, it would be

8| time for the council questions of this wtness based on
9| the prefiled testinony and his testinony this norning

10 her e.

11 MR DERR So with that, we have -- he has
12 | reviewed their prefiled, but we'll ask to bring

13| M. Roach back at the end to deal with those issues.

14 JUDGE NOBLE: Yes.

15 MR. DERR. And then let ne ask, for purposes
16 | of other w tnesses, because we have had, obviously,

17 | happening, lots of subjects, | guess we need to

18 | understand whether we need to bring every witness in for
19 | the opening case and every witness in for the end of the

20 case or whether we can deal wth these issues at the

21| front.

22 JUDGE NOBLE: Well, | don't think you need
23| to bring every witness in for rebuttal testinony. |If
24| you -- are you saying that you have nore -- not in the

25| npature of rebuttal but additional testinony that's
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1| direct testinony fromthis w tness today?

2 MR. DERR: This wi tness has comrents about
3| the prefiled testinony that has been already filed by
41 M. Goodman and M. Johnson. So he can address those
5| issues right now based on that prefiled. If M. Goodman

6| or M. Johnson address other issues in their testinony
7 | ater in the proceeding or any other w tness addresses
8| different issues that were not raised in their prefiled

9| testinony, we may need to bring them back.

10 JUDGE NOBLE: | see. | think you shoul d
11 | address what he has -- already is prepared today to
12 | address fromthe other wi tnesses' testinony. It would

13| be only testinony that was sonehow a surprise or

14 | different that you would bring back on rebuttal --

15 MR. DERR: Al right.
16 JUDGE NOBLE: -- bring himback on rebuttal.
17 MR. DERR: Thank you. Appreciate the

18 | clarification.

19 | BY MR DERR

20 Q So with that, M. Roach, I'mgoing to ask you,
21 | have you reviewed the prefiled testinony of M. |an
22 | Goodman?

23 A Yes.

24 Q | would Iike to ask you just a couple of

25| questions about his testinmony. M. Goodman --
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1 MR. DERR:  And for council's reference, at
2 paragraph 33 of his prefiled testinony.
3 BY MR DERR
4 Q -- offers the opinion, and | quote, "Little, if
5| any, crude fromthe VEDT, the Vancouver Energy
6| Distribution Termnal, will be refined in Washi ngton or

7 refined el sewhere to provide products in Washi ngton. "

8 Do you agree with that conclusion? And why or
9| why not?
10 A | don't -- | don't agree with that concl usion as

11| it mght apply over the life of the project. The

12 | factors that relate to the use of the crude oil by a

13 | given refiner change with various aspects of the crude
14| oil market. One of those -- I'Il just give you a brief
15| exanple. W're faced with a specification change by the
16 | International Maritine Organization. |[It's on the books
17| to happen in 2020. M ght happen in 2025, but it's on
18 | the books for 2020. That's going to force refiners,

19 | including Washi ngton refiners, who produce fuel oil to
20| have to provide a product that's very, very low in

21 | sulfur, and they're not equi pped using AN S to do that.
22 Wth [ight, sweet crude available fromthe

23| md-continent of the US, that's a natural fit to supply
24 | those refineries. So given the vagaries of the

25 | marketplace, the fluctuations that happen, things |ike
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1| specifications that can be put on refiners over the tine

2| span of the project, | can see several instances over
3| that tine where crude could cone through this refinery
4| to support those Washi ngton refiners.

5 Q Thank you. Do you recall M. Goodnman's

6| testinony about the price of crude oil and his opinion

7 regardi ng what that nmeans for the need for the Vancouver
8 Energy term nal project?

9 A | do recall that testinony. |In that testinony,
10 M. Goodnman was indicating that the |lowprice

11 | environnent that we're in right now obviously --

12 | basically takes away the need for that type of facility.
13| | had two thoughts about that. One, we're already

14 | seeing a recovery of crude oil prices. W were back up
15| to $50 on Brent basis |last week. That's al nbst a

16 | 50 percent increase over the | ows that were experienced,
17| and the projections have been, froma variety of

18 | reputable sources that | had | ooked to, that crude oil
19 | prices wll continue to escal ate over the next couple of
20| years. (Cbviously, there's ups and downs but the

21| direction is back up. So by that logic if | applied

22| that logic, and as crude prices cone back up, as they

23 | are expected to do when you apply that logic, then the
24| facility woul d be needed.

25 But secondly, | would turn just to the whole
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1| subject of crude oil price and --

2 MR. DERR: There's Exhibit 272, which was
3| not attached to the prefiled, so we'll start wth

4 | foundation.

5| BY MR DERR

6 Q So don't talk about what's in there until we

7| establish the foundation for it.

8 A The foundation -- the basis of this chart, which
9| sonmewhat |ooks |ike a spaghetti bow, is fromthe --

10 | fromthe sanme source as ny prior graph, which was the
11| information -- the Energy Information Adm nistration of
12| the DOE. This is their annual energy outlook with data
13 | provided by them and then using their actual shown

14 | prices also fromthat. So this is based upon data

15| that's taken directly fromthe AEO of the EIA

16 Q And could you just -- did you prepare these

17| figures, or did these cone off their site?

18 A | took their data. It was rigorous to get that.

19| Yes, we took their data and graphed it at this point.

20 MR. DERR: Thank you. | would like to offer
21| the exhibit for adm ssion.

22 JUDGE NOBLE: Exhibit 272 has been offered
23| for admssion. |Is there any opposition to that exhibit?
241 |t will be admtted. There's no opposition.

25 MR. DERR: Thank you.
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1 BY MR DERR
2 Q Now, |'mgoing to ask you to interpret, since
3| once again we can't read the -- at least | can't read
4| the |abels. Can you just briefly describe, what do the
5| various colors represent and what's the dark bl ack Iine?
6| And we'll start with the top figure, if we can, first.
7 A ["I'l make comments about the top figure that

8| wll be applicable to the bottomfigure. But the top
9| figure, each colored line represents the forecast that
10 | was nade by the EIA in the year that it starts fromthe
11| left side and their outl ook of what the price was going
12| to be into the future. So each year is a forecast of

13 | expected prices over the next 20-sone-odd years.

14 The bl ack Iine shows what the price has actually
15 | done over that period. And you can see how well, in
16 | quotes, it has matched expectations, i.e., the price has

17| been notoriously volatile and hard to predict.

18 Q So as soneone whose job it is to keep an eye on
19| price, to tell your enployer what you think is going to
20 | happen and how they should anticipate that, does that
21| top figure give you a reliable source of information to
22 | do your work?

23 A | was fixing to say, it gives ne heartburn, but
24| it isa-- it is avolatile signal to be basing

25 decisions on. And that's contrasted with the chart
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1 bel ow, which is, again, fromthe sane data sources but

2 I s focused upon the fundanentals of the market or the

3| volune. And in this case it's demand. So the ElA did
4| the sane analysis, they do the sane forecast for denmand
5| by year and then progressively nove forward and each

6| year is a different forecast. The black Iine in that

7| graph is what denand has actually done. And by

8| conparison, it is much nore well-behaved, so to speak,

9| and has less error involved in it and it becones a nuch

10 | nore stable basis for establishing projects than

11| strictly |l ooking at price.

12 Q Thank you. So when you | ook at those two

13 | exhibits together, 271 and 272, what is your response to
14 | M. Goodman's argunent there is no need for Vancouver

15| Energy term nal based on current or even expected price

16 of crude oil ?

17 A Well, price -- price wll continue to be
18 | volatile. It is probably setting up to be nore volatile
19| in the future and, as such, becones a very difficult

20| basis to use as a key determnant for a project like
21| this; whereas fundanentals provide a nmuch nore stable
22 | basis for establishing the project.

23 Q Thank you.

24 MR. DERR: If you could put back up 271,
25 | which has already been admtted.
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1 BY MR DERR

2 Q M. Roach, I'mgoing to put up Exhibit 271, but
3| do you recall M. Goodman's suggestion in his prefiled
41 testinony, there is nore than adequate supply of oil for
5| PADD 5 refineries given the recent decline in the price

6| of crude?

7 A Yes, | do. | do recollect that.

8 Q And once we get it up, I'"'magoing to ask you

9| based on that figure if you could again expl ain what
10 | your response to that statenent is.

11 MR DERR. |I'msorry, 271.

12 M5. MASTRO |I'mwaiting. |['mwaiting on
13 | the conputer, not you.

14 MR. DERR: Can | ask another sort of

15 | protocol question, now that we're learning with our
16 | first witness the experience. Wuld it be hel pful going
17| forward to try to have hard copies, at |least for the
18 | witness, of the exhibits --

19 JUDGE NOBLE: VYes.

20 MR. DERR: -- so he can start even if we

21 wait for the screen?

22 JUDGE NOBLE: That woul d be hel pful.

23 MR. DERR: Okay. So | think what we'll --
24| we'll do our best to try to do that. And do you want
25| copies additionally for the council, or do they have
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1| access to it electronically on their conputers?

2 JUDGE NOBLE: | think they have access

3| electronically. | don't know whether there's a problem
4 We'll check at a break and then let's see fromthere.

5 MR DERR  We'Ill try. 1'mnot sure we have

6| all those printed for our next witness, but we'll try to
7| accomodate that. If it's not working, we'll just go

8 | ahead.

9 THE WTNESS: | could voice to it.

10 BY MR DERR

11 Q Why don't you voice to it. This is the one that
12 | showed --

13 A This is the one that had the inventory |evels by
14 PADD. And the point, again, being that even in this

15| lowprice environnent, when refiners and energy oil

16 | conpanies are storing inventory to be used, the PADD 5
17| refiners don't get that benefit because they're not

18 | connected to the rest of that infrastructure. And as

19 | such, that inpact of that glut is not sonething that's
20 | accruing to the West Coast refiners wwthout a facility
21| like this termnal that would then allow themto access
22| that oil and bring it into the system

23 Q Thank you.

24 MR DERR. And if | mght just briefly

25| describe, that's the exhibit that had the PADD 5 orange
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1 bar on the bottom and vari ous other PADDs with different

2| colors. There it is. Bingo.

3 BY MR DERR

4 Q So is that -- is that the one you were thinking
5| of when you nade your comment ?

6 A Yes, that is the one that | was thinking of.

7 Q Very good. Thank you. So, M. Roach, you just
8 | described sort of what happens with predicting --

9 JUDGE NOBLE: Excuse ne. My | interrupt

10 | you. Councilman Rossman has a question, | think, and he

11| wants to interrupt.

12 MR. ROSSMAN: Yeah, | think it is just a
13| clarifying question on this imuge. It appears to ne and
14| | knowit's a little blurry on the screen, but | have a

15| high-resolution copy I'mlooking at. And it appears at
16 | the very right-hand side of the chart there appears to
17| be a sharp downward spi ke and what's apparently show ng
18 | is the stock level in PADD 5. If you |ook, the blue and
19 | purple lines descend quite sharply right at the end of
20 | that graph.

21 THE WTNESS: | think that's --

22 MR. ROSSMAN: |'mwondering if that's

23 | accurate or sonme sort of artifact of the data.

24 THE WTNESS: | think that that means that

25| this graph went to one nore nonth, that it had zeros.
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1] So everything is dying to zero there.

2 MR. ROSSMAN:  Ckay.

3 THE WTNESS: So it should truncate one
41 nponth earlier to clean that up.

5 MR. ROSSMAN: kay. Thank you.

6| BY MR DERR

7 Q So you' ve just described sort of the ability to

8 | anticipate price, and you' ve described in your testinony
9 I nformati on about anticipating volunes. Ws your

10 | testinony regarding the purpose and expected narket

11 | needs for the Vancouver Energy term nal based on

12 | information regarding crude price trends or crude

13 | suppl y-and-denmand vol une trends?

14 A Wher eas we obviously nonitor price and we can do
15| a lot with that, the underlying basis for the work that

16 | we do, and this is the guidance | give ny analysts and |
17| follow nyself, we base these things on fundanental s and

18 | that is supply and demand. That is the bedrock for then
19 | what shows up, alnost |ike a baroneter. Price is al npbst
20| a baroneter of what's happening underneath it and it

21| reflects those changes, but at the fundanental |[evel,

22 | the nost predictable and the nost stable signals that

23| allow for project planning are the supply-and-demand

24 | fundanental s which are vol une rel at ed.

25 Q Thank. Switching gears. Have you al so revi ewed
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1| the prefiled testinony of M. Jerry Johnson?

2 A | did.

3 JUDGE NOBLE: Before you start, M. Roach,
41 you're speeding up again.

5 THE WTNESS: | will slow down.

6 MR DERR. W're getting to the end, |

7 prom se.

8 THE WTNESS: Can | use ny Texas draw ?

9 JUDGE NOBLE: Wonderful .

10 BY MR DERR

11 Q So | believe you answered the question yes; is

12 | that correct?

13 A | did, yes.

14 Q | would |ike to just ask a couple of questions.
15 | About the section of this testinony that was titled

16 | "Long-Term | npacts and Uncertainty," that, for council's
17 | benefit, begin on page 12 of the Jerry Johnson --

18| there's at least two or three Johnson w tnesses. So

19| this is the Jerry Johnson prefiled testinony.

20 At paragraph 28 of Johnson's prefiled, he states
21 in part, and | quote, "There is considerable risk that
22 | future pipeline inprovenents will substantially reduce

23| the need for rail transportation of crude oil reducing
24| the use of the project.”

25 What is your response to that statenent?
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1 A | don't know what pipelines M. Johnson is
2| referring to. W have no pipelines that are planned --
3| that | know of, that are planned in the donestic market
4| region fromthe US that m ght supply those. There have
5| been proposals, but none of them had any traction.

6| There are projects that are ongoing up in Canada, but

7| all those are being litigated and as such the planning

8 | bases are very hard to include in our future planning.

9| So at this point, | don't know of how pipelines woul d

10 | alleviate this situation.

11 Q Par agraph 29 of M. Johnson's prefiled, he

12 | discusses crude price and its inpact on production and
13 | demand. \What is your response to M. Johnson's opinions
14 | in that paragraph?

15 A | would sinply repeat nore or |ess the

16 | discussion that we just had referring to price. | think
17| in that paragraph, M. Johnson opined that he thought

18 | crude prices were going to stay low. O course, "l ow
19| is arelative term but the upper trajectory that we

20 | have seen since those filings is indicative that prices
21 are recovering. Expectations are for themto recover

22| even nore. So that's a lonely canp to be in. But for
23| all the discussion that we just had about price, | would
24| give indication that price is not the best indicator of

25 t he need.
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Q Referring the council to paragraphs 56 through
64 of M. Johnson's prefiled, do you recall his
statenents regarding the potential effect on retail

prices at the punp?

A | do. That's a -- I'll give two perspectives on
that. And the inpact -- this project is in the supply
chain of oil. As such, it's not the overriding factor

I n that supply chain that determ nes cost. The
overriding factor in that supply chain is the price of
crude oil. And obviously, crude oil -- | nean, gasoline
prices that we pay at the punp track with the price of
crude.

So it would be difficult for ne to say that a
consuner woul d see a benefit, that they would notice a
benefit because there's a nmuch bigger dynam c occurring
with crude oil prices that could mask any benefit,
either way. And so to say that the consuner woul d see
it and recognize it, that would be a chall enge.

Do | believe that the consuner wll benefit?
| nasnmuch as refiners are able to acquire econom c crude
fromalternative sources reflecting their need for
specific qualities that's available to them either from
the m d-con or other regions that could cone in by the
rail, inasnmuch as we operate in a very conpetitive

refining environnment, through conpetition, those
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1 benefits wll get transmtted to that supply -- through
2| that supply chain and can benefit the consuner. That's
3| the nature of -- the conpetitive nature of our refining
4 | busi ness.

5 So |l can't say that that's a -- that it's going
6| to be dynam c enough that in a volatile crude oil, that
7| a consuner wll go, oh, wow, | have better prices

8 | because of that project, because there are just nuch

9 bi gger | evers occurring in that supply chain. But

10 | directionally, through the conpetitive environnent that
11 | we have in our refining system the consuners wll see
12 | sone benefit to that type of a facility.

13 Q So | want to take you back to statenents

14 | earlier. So you can't say for sure it wll show up at
15| the punp. Tell nme again why you think this project

16 | benefits the transportation fuel needs of the citizens
17| of the state of Washington and of the Wst Coast in

18 | general .

19 A It basically provides the flexibility as a cost
20 | benefit; the flexibility of refiners to access crude

21| frommnuch nore attractive areas wwth quality that can
22 neet sone of their specific needs to allow themto

23| optimze their refineries and to operate at the nost

24 | cost-effective level. Again, through the conpetitive

25| npature of our business, those benefits tend to get
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1| conpeted all the way to the retail level and the
2| consuners see a benefit fromthat.
3 Q Thank you. M. Roach, just kind of in sumary,
4| is there -- now that you've reviewed the prefiled
5| testinony of M. Goodnman and M. Jerry Johnson, is there

6| anything in that testinony that's caused you to change

7| your opinions as stated in your prefiled testinony and

8| as further described in your testinony today at this

9| hearing?

10 A No, it hasn't. This project has a -- has a

11| project life of 20 years. And it's obviously a

12 | challenge to | ook forward 20 years and see what's goi ng
13| to happen in that 20 years. But one of the best ways to
14| do that is to | ook over the [ast 20 years and just to

15| review what's happened in the marketplace over the |ast
16 | 20 years. And those sane types -- | can't say the sane
17 | events, but those sane types of events are going to

18 | continue to happen. W' ve seen geopolitical tensions.

19 | We've seen Russian aggression. W've seen specification
20 | changes, we've seen rapid economc growh in sone

21 regions of the world. W' ve seen severe recessions in
22 | other parts. W' ve seen the governnent mandate fuels

23| that we have to use. W've seen the governnent lift --
24 | quickly Iift bans that have been in place for many

25| years. W' ve seen hurricanes. W've seen earthquakes
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1| and tidal waves. W've seen a variety of things. Al

2| of those -- all that listing | just had, all those

3| things inpact the price of crude and the econom cs of

4| crude and the availability of running crude.

5 But we have al so seen that what has not changed

6| so nuch over that tinme span has been a continuing

7| decline of the crude oil that exists to supply this

8| region fromthe region itself. That is declining. And
9| as it declines and as it declines further, that's going
10| to force us to go further and nore frequently to areas
11| of the world to get that crude that are going to be

12 | subject to that litany of things | just described.

13 The Vancouver Energy termnal allows us, instead
14 | of that, to access crude froma different part of the
15 | world, our own country, with a quality that in sone

16 | cases can be very beneficial and the volune that would
17| readily supply it. So as such, this project has an

18 | inportant part for the next 20 years of energy supplied

19| to this region.

20 Q Thank you, M. Roach.
21 MR. DERR. | have no further questions.
22 JUDGE NOBLE: Thank you. [It's tinme for

23 | council questions now. Does the council have any
24 | questions of this wtness?
25 MR. STONE: Yes, | do.
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JUDGE NOBLE: Thank you, M. Stone.
MR. STONE: Good norning, M. Roach. If |

3| understand your prefiled testinony correctly, you

4| testified that of the fuel produced by US West Coast

5| refineries, two-thirds of that fuel is consuned by the

6 state of California. So of that total anmount of fuel

7| produced by US West Coast refineries, how nuch is

8 | consuned by the state of Washi ngton?

10 head.

11

THE WTNESS: Let ne do sone math in ny
About 15 percent.
MR. STONE: So 15 percent of the total fuel

12 | produced by West Coast refineries is consuned in the

13 | state of WAshi ngton?

14

THE WTNESS: Hold on. 1'mgoing to nmake it

15| 10 percent because | oftentines conbi ne Oregon and

16 | WAshi ngt on because of the pioneer -- because of the

17| dynpic Pipeline that they supply.

18

MR. STONE: Ckay. So your answer is

19| 10 percent?

20

21

22

23

THE W TNESS: 10 percent.

MR. STONE: Ckay. Thank you.

JUDGE NOBLE: M. Snodgrass?

MR. SNODGRASS: Good norning. | had a

24 | couple of additional questions on a simlar line. You

25| had nentioned in your prefiled testinony towards the
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1 end,

that the purpose of the project, and |I'm

2 | paraphrasing here, is to neet or in sone way relate to

3 Tesor
4 this
5 t hat

6 Tesor
7
8 t hat

o refining capacity. So is it the case that for
project, all or a large -- what percentage of oil
this project mght handle would go to any of the
o refineries versus el sewhere?

THE WTNESS: The only -- the only point

I'mfamliar with is that we have a comm tment for

9| 60,000 barrels a day, which is one-sixth or roughly

10 | 17 percent of that. That's the only comm tnent that I

11 know

12
13
14
15
16
17
18
19
20 | avail

21 use t

22

that we have at this tine for the facility.

MR SNODGRASS:  Okay.

MR MOSS: Can | follow up on that?

JUDGE NOBLE: Yes.

Was that it, M. Snodgrass?

MR, SNODGRASS:  Yes.

JUDGE NOBLE: M. Mss?

MR. MOSS: So where does the rest of it go?

THE WTNESS: The rest of it is commercially
abl e for other subscribers who could cone in and
he facility to supply their refineries.

MR MOSS: Wuld that include overseas

23 refiners?

24

25 | prior

THE W TNESS: The project was conceived

to the lifting of the export ban. | did not count
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1] on the lifting of the export ban at all. Thank you for
2| making ny point, but there are things that change the
3| crude nmarkets markedly and this being one of them So

4| this project was not originally conceived wth any

S| intent to export because the export ban was in place.
6 Subsequently, | think the court -- or the
7| lease for the facility precludes exports, so at this

8| point, no, the way the project is configured and as it

9| stands today woul d not export to foreign lands. So it
10 | would be predom nantly to other PADD 5 refiners.

11 MR MOSS: | want to be sure | understand

12| that. You're telling ne that the contract that Tesoro
13 | or perhaps Tesoro and Savage, the contract they have

14| with the Port of Vancouver precludes them from shi pping
15| any of this oil overseas? |s what you sai d?

16 THE WTNESS: That's ny under st andi ng.

17 MR. MOSS: Now, of course, that's a contract
18 | so that could change. That's a question. Narrative

19 | formof a question.

20 THE WTNESS: Yes. And | would be remss to
21| say if | knew all the details of that contract. But as
22| it stands as | understand, the |ease precludes that

23 | novenent. And, again, we didn't put the basis together
24| with exporting in mnd because at that tine the

25| governnent said -- so now the governnent's saying it's
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1| okay. And that actually thinks there's benefit to

2| refiners to do so. But our basis was not for that to

3 | happen.

4 MR MOSS: Well, the reason |I'm asking, you
5| talked a | ot about fundamentals and I woul d have to

6| think that the ability of US producers to ship oil

7| overseas would affect the fundanentals of what is

8| essentially an international market. Am1 right about

9| that?

10 THE WTNESS: |t does.

11 MR MOSS: Okay. So it is a factor that's
12 | inportant in the context of the testinony you' ve given

13 | today?

14 THE WTNESS: It is. And I'mnot -- |'mnot
15| sure exactly the best way to approach that, but the

16 | exports of crude that we see, there are sone occurring,
17| but they're typically dow in the GQulf Coast region.

18 | And oddly enough, that's the region that created -- the
19| crude that emanates in the @ulf Coast feeds those Qulf
20 | Coast refiners, which made things |ike the Bakken

21 | sonmewhat challenged to get to the Gulf Coast. So now
22| they're exporting that and it opens up the door. It's a
23 | conplex picture, but to your point, it does address the
24 | fundanentals of the market. It is definitely a market

25 | change.
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1 MR. MOSS: Are there pipelines running from
2| the Gulf Coast into the Bakken fields today?

3 THE WTNESS: There are pipelines on the

4 | books, and there are pipelines that go fromthe

5| Bakken -- smaller and smaller pipelines that do go from
6| the Bakken that -- not a single pipeline, but knit

7| together that can take barrels down to the Gulf Coast.

8 MR. MOSS: So international purchasers could

9| access the Bakken crude through that?

10 THE WTNESS: Theoretically, yes.
11 MR MOSS: And simlarly, isn't it the case
12| or is it the case -- | was struck by the fact that when

13 | you showed the map of the sources of Wst Coast

14 | refineries as far away as West Africa, various foreign
15| sources, South Anerica, Al aska and so forth, but |

16 | didn't see anything com ng out of the Gulf of Mexico
17 | around the Panama Canal and around the tip of South

18 | Anmerica, and | was curious about that. Wy don't we see
19| that? 1Is it not cost-effective or is it fiscally

20 | prohi bited because of the size of the canal ?

21 THE WTNESS: No, it's your first point.
22| It's not cost-effective because, to nmake that novenent
23| requires a Jones Act ship to nmake that and those are
24 | very, very costly.

25 MR. MOSS: Jones Act ship being what?

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 204



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

1 THE WTNESS: A Jones Act ship is the

2| requirenent that the governnent has -- there's a

3| requirenent that's in place in the US where any shi pnent
4| between ports in the US, originating in the US port --

5| US port and ending at a US port requires a vessel nmade
6| in America and crewed by Anmerican crews, and those have
7| a much higher cost to them And as such, since it's

8| required to have a Jones Act novenent to do exactly what
9| you say, it's very cost-prohibitive and it's a -- it

10 | makes foreign cargoes -- oddly enough, nmakes them nore
11| attractive.

12 MR. MOSS: Yeah, it's interesting to ne.

13| It's apparently cheaper to get oil fromas far as West
14| Africa than it would be fromthe Gulf of Mexico.

15 THE WTNESS: "Interesting” is one word to
16 | use for it.

17 MR. MOSS: Well, | suppose there would be

18 | cheap | abor available to those too, the Jones Act ship.

19 THE WTNESS: | don't -- | can't speak to
20 | that.

21 MR. MOSS: |'mjust specul ating.

22 THE WTNESS: | can't speak to that, but

23| that's the nmechanism-- particular point, that's the

24 | nmechani smthat precludes that type of novenent.

25 MR MOSS: Al right. | think that's all |
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1| had for you, M. Roach. | appreciate it.

2 JUDGE NOBLE: Council nenbers need to

3| renmenber the court reporter needs to hear themas well.
4| So you're speaking fast too, M. Moss.

5 MR. MOSS: Q@uiilty as charged.

6 JUDGE NOBLE: Any other council questions?
7 M. Rossman?

8 MR. ROSSMAN:. Yes, thank you. | see in your
9| testinony reference to projections of energy denmand

10 | prepared by the California governnent. |'mwondering if
11| you're famliar with projections of demand prepared by
12 | WAshington state governnent, including ny departnent?

13 THE WTNESS: |I'mtrying to think of that.
14| It's very possible. 1've seen many. | can't think of
15 | specifically a reference right off the top of ny head.
16 | | would be happy to get it, let ne put it that way.

17 MR. ROSSMAN. So you wouldn't be famliar

18| with any differences between those projections and these
19 | projections, including whether Washi ngton projections

20 | also share the projection of a future increase in

21 | demand?

22 THE WTNESS: |I'mnot famliar with it.

23| W -- with California -- not to di mnish Washi ngton at
24| all or any other states in the PADD, when California is

25| two-thirds of the PADD, typically their projection, and
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1| as is indicative of the economc activity of the rest of
2| the PADD and the interrelated nature of that PADD 5

3| econony, we tend to apply that type of thing across the
41 rest of the PADD in our -- in the nodels that we use.

5 MR. ROSSMAN: So you're specul ati ng whet her

6| the demand in Washington is projected to stay stable or

7 i ncrease? Your nodels are based on the PADD as a whol e?
8 THE W TNESS: The PADD as a whol e.
9 MR. ROSSMAN: So your testinony here is

10 | based on those nodels and not on information specific to
11 | WAshi ngt on?

12 THE WTNESS: If | -- in that regard, |

13| would say if | had projections specific to Washi ngton, |
14 | woul d give consideration to them but they're not in

15| this current nodel.

16 MR. ROSSMAN:  Ckay.

17 THE WTNESS: But | -- yes, I'll just |eave
18| it at that.

19 MR. ROSSMAN: I n response to a fellow

20 | council nenber's question, | think you said that Tesoro
21| has a commtnent to 60,000 barrels a day of the

22| termnal's capacity.

23 THE WTNESS: That's ny under st andi ng.

24 MR. ROSSMAN. |s that source -- is that

25| commitnent source for a particular refinery of Tesoro's?
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1| Is that going to be Anacortes' refinery?
2 THE WTNESS: That would be to the nost
3| econom cal placenent of those barrels anpongst the

4 refineries that we can feed off the --

5 ( Si nmul t aneous di scussion interrupted by
6 reporter.)
7 JUDGE NOBLE: M. Rossman, | think the court

8| reporter is struggling to keep up with you.

9 MR. ROSSMAN.  Sorry.

10 THE WTNESS: It could be Alaska, it could
11| be Anacortes, it could be Martin or it could be Los

12 | Angel es, where the optim zers would choose for the

13 | placenment of that barrel.

14 MR. ROSSMAN: Thank you. And then | believe
15| in your testinony | heard -- or your response to a
16 | council nenber's question, | heard reference to an

17| dynpic Pipeline; is that right?

18 THE W TNESS: Yes.

19 MR ROSSMAN: And | didn't see that on the
20 | exhibit showi ng pipelines. So can you tell nme what that
21 | pipeline is.

22 THE WTNESS: | appreciate you bringing that
23| up. And | probably should have nmade sure that the

24 | recognition of the pipelines that were shown on that cap

25| map were crude oil. Those are just crude oil pipelines.
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1| There's another whole set of pipelines that exist that

2| carry refined products, like the AQynpic Pipeline, but

3| those weren't shown on that map. That was just a map

4 | show ng the connectivity on the supply side of crude oil
5| to the refineries.

6 And to your point, | nean, that's where

7| there are many other pipelines that handle the |ight

8 | products and connect this market to other regions of the
9| country.

10 MR. ROSSMAN. kay. Thank you. And then

11| I'mwondering in terns of sort of the disposition of the
12| oil that's refined at Washington refineries, do you know
13 | how nmuch of that is consuned in the state of WAshi ngton?
14 THE WTNESS: It's -- to speak to that, |

15| need to kind of speak to the products that cone out of a
16 | refinery. GCkay. You bring crude oil into a refinery

17| and it is used to produce predom nantly gasoline. And
18 | it also produces diesel, but there's other products too.
19 | So when you say what's the bal ance of refined products
20| into or out of the refinery, it's alittle bit of a

21| msnoner in that we tend to bal ance on the key product
22 | that's made and that would be nore towards the gasoline
23 | type of product, and let the other ones that are of

24 | | esser val ue bal ance out as need be. So you m ght have

25| fuel oil that leaves -- which is a very |owval ue
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1| product, that |eaves the state and would show up as an
2| export, but it's not the key product which we woul d

3| particularly balance on, which would be nore toward the

4| gasoline type or the distillate type. 1In that regards,
5| | would speak nore towards the gasoline balance, and in
6| that regard -- and it's interesting, because Washi ngton

7| has an interesting configuration.

8 The refineries -- again, also have to talk
9| about -- slowng down. W also have to delineate the
10 | tine that we're talking about. |[If we're tal king about

11 | the depths of a recession where denmand is down, you're
12 | going to get a different picture than in the robust,

13 | bustling econony when the econony's really hunmm ng on
14 | all eight cylinders, right. So sonetines it's alittle
15| hard to tal k about, unless we define the tinme frane

16 | we're tal ki ng about.

17 Now, |'m tal king about today, but recognize
18 | that today we're in a growi ng situation where the

19 | econony is com ng back in demand. W' ve seen huge

20 | demands. Huge -- by our netrics, very large increases
21| in demand this year for transportation fuels, gasoline
22| in particular. Two, 3 percent junps year on year. SO

23| we're seeing the econony cone back and consum ng nore
241 and nore of that gasoline in the state. That changes

25 t he bal ance.
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1 So the refineries, |I have to think about

2| this with Oregon and Washi ngton sonewhat tied together

3| because this is a key supply to Oregon. That's about

4 | 100,000 barrels a day of supply down there. The state
5| produces a good anount of gasoline, but it doesn't send
6| any of that gasoline to the East Coast -- to the east --
7| not coast -- to the east half of the state. Those

8 | counties over on the eastern part of Washi ngton don't

9| get the benefit -- or don't get the gasoline fromthe

10 | Pacific Northwest refiners. They actually inport

11 | gasoline from Montana and from U ah. And so even though
12 | we nmake enough to supply the state, we're having to

13| inport it because the infrastructure -- which is what

14| this type project is about, the infrastructure does not
15| exist to use the gasoline that you're producing on the
16 | western side of the state for the eastern side of the

17| state. That's the lack of infrastructure. And that's
18 | what this -- these types of projects are about. So |

19 | appreciate you bringing that up.

20 But that creates then a seem ng inbal ance

21 | because now you're bringing in 25 to 30,000 barrels a

22| day into the eastern part of the state when you are

23 | maki ng enough. So now you're excessing 25 to 30,000

24 | barrels a day and it |looks |ike a net export, but on the

25| whole, you're relatively balanced. That's just kind of
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1| a broad brush overview, and, again, that's in today's

2| environnent. You need to have avail able capacity to

3 | accommopdat e increased econonmc growh. So as your

4 | econony grows nore, then you export less and | ess and

5| you becone closer to balance on that.

6 That's -- I'mtal king about gasoline at that
7| point because that's the prinme nover in a refinery in

8| the US. The other products which tend to show up as --
9| oh, as exports or sonething like that, are |esser val ued

10 | and are not so routinely calculated into the m x of what

11 | we balance on. |If that nmakes sense to you.
12 MR. ROSSMAN. There was a |l ot there, |
13 | guess. So on a net basis -- am|l correct in inferring

14 | fromthat, that on a net basis, Washington nay be an
15 | exporter of refined gas but there are regions of

16 | WAshington that inport refined gas?

17 THE WTNESS: It's closer to bal ance, but
18 | the way the fundanentals are working, since you're
19 | inporting a fair anount into the eastern part of the
20| state, it shifts that balance to |ook |ike an export.
21| But it's nore of a balancing function. That vol une
22| typically is utilized in other parts of the PADD.

23 MR. ROSSMAN: kay. Thank you.

24 JUDGE NOBLE: Are there any other council

25 | questions?
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1 MR. SHAFER | have a question.
2 JUDGE NOBLE: M. Shafer.
3 MR. SHAFER: M. Roach, could you hel p us

4| wth the magni tude of the project? And what | nean by
5| that and not to overgeneralize, but if you |ook at all
6| the petroleumactivity in PADD 5 that's with this

7| project, what proportionate share would this contribute
8| to that? Wat difference does it make? Is it

9| 1 percent? |Is it 5 percent? 1Is it 10 percent? Is it
10 | 50 percent? Kind of help us with the proportionate

11 | share of the inpact of the project.

12 THE WTNESS: The project has a size, a

13 | capacity, a stated capacity of 360,000 barrels a day.
14 | The functional use of that is going to be sonewhat a
15| little different. Functionally maybe 330 to 360, even
16 | at capacity if running at full based upon the

17 | fluctuation of the schedul es.

18 The overall demand for crude oil in PADD 5
19| is roughly 3 mllion barrels a day, so 10 percent

20 | roughly of crude volune. The econom c inpact of that --
21| and this goes back to the inpact to the consuner, the
22 | economc inpact of that can be interesting in that if
23| you're able to bring in 300,000 barrels a day of US

24 | crude and displace 300,000 barrels a day of foreign

25| crudes, that has a pronounced inpact on the pricing
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1| nmechanisns that those countries have to price crude and
2| as such can be -- can |lead to sone reduction in crude
3| costs that then do translate through to the econony and
4| benefit the consuner. | don't knowif | answered your

5| question.

6 MR. SHAFER  Thank you.

7 JUDGE NOBLE: Any other council questions?
8 Yes, M. Snodgrass.

9 MR. SNODGRASS: Just a foll ow up question

10 | related to Council man Rossman's questi ons.

11 Today, as best you can estimte, what

12 | percentage of gas consuned in -- or get gasoline at the
13 | punp consuned in western Washi ngton was refined in

14 | Washington; and then the sane question today for eastern
15 | Washi ngton, what percentage of that was refined in

16 | WAshi ngt on?

17 THE WTNESS: For the western side, all of
18 | the gasoline that is consuned would be -- have been
19| refined in Washington with -- I'"mgetting a little

20 | technical here. There mght be a little bit at the

21 | border, you know, that little thing up there near the
22 | Vancouver border, but those show up in the stats and so
23| it's interesting to note that sonetines at the border
24| you get a little bleed over from Canada both ways t hat

25 | sonetines shows up in stats.
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1 But ot herw se, essentially, the western part
2| of the state would be fed by supply from Washi ngt on

3| refiners, as best | know it; whereas the eastern side,

4| you do get an occasional barge up the Col unbia that goes
5| up through Pasco, but you have a pipeline comng from

6| Uah that goes into that area and you have a pipeline

7| fromthe Montana refiners that cones into Spokane and

8 | provides volune over there. So predomnantly -- it's ny
9| wunderstanding, the eastern side of the state is

10 | predom nantly supplied by PADD 4.

11 MR. SNODGRASS: And just one unrel ated

12 | question, back to the historical and | guess projected
13 | future decline of supply from Al aska and California. |
14 | was struck, looking at the last exhibit in our packet,
15| it looks like it's 146 on El A outl ook shal e producti on,
16 | so it sort of brought up a couple questions for ne. One
17| is obviously shale production is -- you need a supply

18 | source, but it seens very price sensitive, that in a

19 | high-price oil environnment, the production of that

20 | supply increases, and in a |ower one, it doesn't.

21 And the two questions it raised, one is

22| recognizing it's a different supply environnent and

23 | nonet hel ess, how does the future price of flow inpact

24| the supply we're likely to see from Al aska and

25| California? | think that's just a general question on
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1| sourcing. |Is there an EIA estimate or perhaps an Al aska
2| Departnent of Energy or the California equivalent for

3| what their production will be inthe life of this

4| project?

5 THE WTNESS: |I'mgoing to -- |I'll answer

6| the last -- you're asking if the EIA has an outl ook for
7| production of the shale crudes or for the Al askan

8 crudes?

9 MR. SNODGRASS: Not necessarily just for
10 | shale, but just for production of -- because | think
11| that's one of the points you -- that's been nade, was

12 | there a decline in the supply of crude from Al aska and
13| California. And that's been the recent history and it's
14 | projected to continue, and | just wonder if that's sort
15| of an official federal estimate of that or what the

16 | state-level energy departnent estinmates of that were.

17 | That was the second question.

18 THE WTNESS: | would say that there are

19 | several outlooks for ANS production. And that's one of
20| the challenges that we in ny group are faced wth, is
21 | which one do we give credence to. And we've seen a

22 | variety of forecasts. The one that we think is -- has
23 | the nost credence is the one that was done by the state
24 | because they don't have sharehol ders, they don't have

25 their -- shareholders in the traditional sense that
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they're owing to or anything |like that, and we believe
that that gave a very good representation. W
understand it to be a -- you know, a very detail ed
assessnent of the production. Qoviously, they have a
keen interest in the production that's going on in their
state and as such we have -- and that's the -- that's
the outl ook that | use for our balances in the work that
we do, is the one that was done by the Al askan taxing
aut hority.

Now, your first question -- the first part
of your question you mght have to refresh ne on that
one.

MR. SNODGRASS: Well, it was just to what
extent is the likely future crude feed stock comng from
Al aska and California price sensitive in terns of what
the inpact is on supply.

THE WTNESS: | would refer to the stats
that | was quoting there for 2015 -- from 2010 to 2015,
how we saw in a very high-price environnent and in a
| ow- price environnent that we've seen in those years.

W have seen dramatic inpacts on these other regions,
while at the sanme tine PADD 5, the Al askan and
California, continued a decline. It looks like it's
changing, but that's actually a little bit of the change

of just the normal decline curve of a crude field. But
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what we've seen is Shell taking |arge capital

I nvestnents away fromthat region and others that we
understand -- | understand are re-eval uating the anpount
of capital they can put into those fields to keep them
producti ve.

So in this environnment we woul d expect the
decline to continue. And since it takes so long for
capital investnent to show up, we woul d expect that
decline to continue until -- until well after we see
capital being invested to try and get the production
back up. So we're not seeing that, so even that's
getting del ayed further down the |ine.

MR. SNODGRASS: Thank you.

JUDGE NOBLE: One nore question,

M. Rossman.
MR. ROSSMAN:. Yeah, just a brief follow up

guestion on benefits. So ny understanding is that your

testinony is the benefit of this project will be
approximately that it will sort of increase flexibility
for West Coast refineries and that benefit will nake it
down to the consuner level. Wuld there be a benefit to
eastern Washingtonians if their refined oil is supplied

from PADD 47
THE WTNESS: That would be -- basically

what | would indicate on that would be -- ny assunption
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1| would be that the prices that are occurring within the

2| state are keying off of the P&WN marker, which woul d be a
3| posted price in the Seattle-type area that is -- by the
4| price discovery services, like Platts and OPI'S and t hose
5| things, and that they would be evaluating their pricing
6| on that marker as there's not a simlar-type marker in

7| those other regions.

8 My assunption, this is an assunption on ny

9| part, is that would tend to translate -- any novenent

10 | that you saw in the Seattle/Portland corridor, that type
11 | of price inpact would bl eed over into the eastern part
12 | of the state.

13 | would have to dig deeper on that to

14 | validate that. But that's ny -- that's ny presunption,
15 | because of the strength of the marker in the western

16 | half of the state and the comrerce that -- and the

17 | transport that happens between them

18 JUDGE NOBLE: Are there any other council

19 | questions? Let nme observe that it's now 11:35. And I'm
20| |ooking at a court reporter that has been working really
21 | hard, and so |I'm suggesting to the parties that we stop
22| for lunch alittle early before the cross-exam nation

23 | takes place. This is a good tine to break. Do | hear
24 | any objections to that?

25 Al right. | think that's a better idea
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1| than to try to take brief break and proceed on for

2| 15 mnutes. W'IlIl be in recess for one hour until,

3| let's say, quarter of 1. Thank you.

4 (Recess taken from11:38 a.m to 12:47 p.m)
5 JUDGE NOBLE: W are back on the record, and
6| we had one council nmenber who's not present, wll be

7| nonmentarily, but it is a good rem nder that | want
8 | everyone to know that any council nenber who m sses any
9| part of this hearing will be reading the transcript, and
10 | that probably will not be necessary for any |arge

11 periods of tinme, but that's the case.

12 And | think before we get started with the
13 | testinony and conplete this witness' testinony, | would
14| like to make a ruling on the John Hack testinony.

15 Al right. | have read the testinony and

16 | also read the objections to that testinony and the

17| response to that -- those objections, and |'ve al so

18 | | ooked at the exhibits in Attachnment A which have al so
19 | been given exhibit nunbers, and | need those exhibit

20 | nunbers.

21 M5. MASTRO. The exhibit nunbers for

22 | M. Hack?

23 JUDGE NOBLE: Yes.
24 M5. MASTRO  One second.
25 JUDGE NOBLE: Wile I"'mwaiting for the
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1| exhibit nunbers, they were provided both as attachnents
2| to -- got them They were provided as exhibits to the
3| prefiled testinony and | have the exhibit nunbers now.
4 | The exhibit nunbers are 124 TSS and 125 TSS.

5 The objections to the portion of M. Hack's
6| testinony were based on evidence rules 602, 901, 702 and
7| 703 relating to lack of foundation, |ack of personal

8 | know edge, |ack of conpetency and outside the real m of
9| this witness' expertise. And | do find that this

10 | witness, although very qualified in many other ways, is
11| not qualified to testify about the contents of his

12 | prefiled testinony on page 12, fromline 12 through

13 line 25. And the reason is that he -- | haven't seen a
14 CV, | don't think one was admtted in his case, but he
15 | appears not to be an engineer. | think that's been

16 | conceded. He didn't participate in the design of the

17| cars nor the materials that nake up the walls of the

18 | cars that are illustrated in the two exhibits. And he
19 | did not prepare drawi ngs. W have no testinony fromthe
20 | Union Tank Car Conpany. And so | think the objections
21| are well-taken and the testinmony will be excised from

22| his prefiled testinony, which is otherw se adm ssi bl e.
23| And at this time | will not be admtting the two

24 | Exhibits 124 and 125 TSS. However, that does not nean

25| that the sponsoring wtness, Tesoro Savage, cannot bring
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1] in sone other expert to lay a foundation for those two
2| exhibits, and then at that tinme I'll consider admtting

3 t hose exhi bits.

4 Is ny ruling clear?
5 MR. JOHNSON:  Your Honor, your ruling is
6| clear. | would ask if we could not have the wtness,

7| when he's due to testify live, lay the foundation to

8 | your satisfaction.

9 | nmean, clearly these are nodels and we have
10 | net every elenent of the requirenents to authenticate a
11 | npodel under Rule of Evidence 901. And so we woul d ask
12 | that M. Hack be given the opportunity to nmake a

13 | proffer, potentially outside the presence of the

14 | council, to better lay the foundation, if you wll, for
15| those exhibits.

16 | m ght add, those exhibits are photographs
17| of nodels that M. Hack directed to be nade. W have
18 | those nodels present today. You could review them if
19 | you chose, along with the other parties. It was our

20| intent that we would introduce the nodels. M. Hack,

21 | based on his extensive know edge of tank car

22 | construction, tank car types, tank car regul ations,

23 | woul d then describe the nodels, present them as

24 | denonstrative evidence and we woul d substitute the

25 | photos attached to his declaration into the record. So
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1| we would ask that you reconsider your ruling, Your

2 | Honor.

3 JUDGE NOBLE: Thank you. And | think that
4| there's sone argunent that -- fromthe ot her side that
S| isready. So I'll hear fromthem before | respond to

6| what you just said.

7 M5. BRI MMER. Thank you, Your Honor. There
8 | has been anple opportunity for foundation to be laid for
9| M. Hack's testinony. As the Court is aware, there was

10 | sone additional subm ssions in response to our

11 | objections. |If foundation was to be laid, we presune it
12 | woul d have happened then. | think the bottomline is,
13| is that he did not design or build those and so for him
14| to say -- he could say, | submtted and asked for them

15| to be built, but he can't certify that they are nade a
16 | certain way or they neet a certain standard.

17 JUDGE NOBLE: And | also believe he can't

18 | answer questions about these exhibits or about the

19| nodel. And ny ruling was that M. Hack is not qualified
20| to lay a foundation for these exhibits and -- or for the
21 | nodel that's intended to be brought. There m ght be

22 | another witness who is and I'm not excluding the

23 | possibility of even tel ephone testinony, if you could

24 | arrange for that, to establish a foundation, but | am

25| ruling that M. Hack is not qualified based upon what's
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been subm tted about his qualifications. So that's the

ruling.

MR. JOHNSON: Thank you.

JUDGE NOBLE: O her than that, the prefiled
testinony of M. John Hack will be now a part of the

council's available prefiled testinony to read.
| think we're ready to continue with the
testinony of M. Roach. |It's tine for cross-examin
addi ti on.
M5. BOYLES: Thank you, Judge Nobl e.
CROSS- EXAM NATI ON
BY MS. BOYLES:
Q M. Roach, ny nane is Kristen Boyles and | have
a few questions for you right now
And | will refer fromtine to tinme to your
witten testinony. So do you have that in front of you,
or would it --
A | don't have it in front of ne.
Q As | understand from your testinony, both
prefiled and |ive, there are essentially no crude oil
pi peli nes supplying the West Coast fromthe rest of the
United States; is that correct?
A From crude oil pipelines?
Q Crude oil, yes, sir.

A The only pipeline that | amaware of is not in
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1 the US and it cones from Canada.

2 Q And that's what | was going to ask next. And

3| that one exception is the short pipeline that cones from
4 British Colunbia Trans Mountain Pipeline into northern

5| California -- | nean northern Washi ngton; is that

6| correct?
7 A The spur off the Trans Muntain, correct.
8 Q And is it true that that pipeline directly

9| connects to the four refineries in northern WAshi ngton?

10 A It has sone degree of connection to those

11| refineries. | couldn't speak to the schematic directly.
12 | It does supply those refineries.

13 Q Al right. And isn't it correct that the four

14 | refineries in northern Washi ngton have been retrofitted
15| to be able to handle tar sands and heavy crudes?

16 A Sone of them can handle parts of it, but sone of
17| them are challenged to handle very nuch vol une of

18 | those -- of those crudes.

19 Q On page 6 of your testinony, you discuss the

20| refining capacity for certain Tesoro refineries.

21 A Yes, ma' am

22 Q Just for the clarity of the record, is it

23 | correct that the abbreviation MB PD stands for thousand
24 | barrels of crude per day?

25 A In that docunent it does. That's a -- that is
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1 correct.

2 Q Has the Tesoro Anacortes refinery already built
3| a crude-by-rail facility?

4 A Yes.

5 Q Do they receive Bakken or shale crude by train
6| now?

7 A We have received it since 2012.

8 Q Are there crude-by-rail facilities already built

9| at British Petroleum Phillips 66 and U S. QG|

10 | refineries in Washi ngton?

11 A Yes.

12 Q And are they currently receiving Bakken or US

13 | shal e crude-by-rail now?

14 A | don't have that conparative information.

15 Q On page 9, paragraph 21 of your testinony, you
16 | state that California projections are representative of
17| the entire PADD 5; is that correct?

18 A | used that as a proxy for the entire region

19 | because at the tinme that | wote -- had done that

20| nodeling, it corresponded to the prefiled; that was the
21 best avail able information that | had that inpacted --
22 | that reflected the inpacts of the growi ng econony on the
23 | whol e PADD.

24 Q And simlarly, on page 14, which is paragraph 32

25| of your witten testinony, you are again using
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1| California trends to represent the demand in the other

2| PADD 5 states; is that correct?

3 A "' m doing that because of the intricately

4| related economes that this sector -- this PADD 5 has in
5| general, obviously the mainland, which would be nore

6| interrelated. But because they are economcally tied

7| together, then the inpact on California would tend to

8| affect the other regions simlarly.

9 Q And wll this -- | think you may have answered
10| this to one of the council nenbers, | apologize if it's
11| a repeat. But will this project supply refineries other
12| than the four Tesoro refineries that you discussed in

13 | your testinony?

14 A It is the intent of this facility to be able to
15 | supply other refineries.

16 Q Is it correct that the Al askan north sl ope oi

17 | production started to decline around 19857

18 A | would defer to ny diagram | think that's the
19 | approxi nate year.

20 M5. BOYLES: [If Ms. Mastro could bring up

21 | Exhibit 271.

22 BY Ms. BOYLES:

23 Q | just want to clarify this. This graph shows
24 | PADD 5 stock levels. That sort of a line that stays the

25| sane shape all the way through the bottomin orange,
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1 that's what's PADD 5; is that correct?

2 A That's crude oil stock |levels in thousand of

3| barrels -- mllions of barrels -- thousands of barrels.
4| Sorry.

5 M5. BOYLES: And, Ms. Mastro, Exhibit 272.

6 | BY MS. BOYLES:

7 Q And on the bottom the bottom one of these two,
8| the petrol eumconsunption one, is it the black Iline

9| there that dips at the bottomthere that is the current

10 demand, that's actual demand?

11 A That's the actual denand that occurred in that
12 | vyear.
13 Q Thank you. And then finally, to follow up a

14 | question --

15 A Can | -- let ne -- | realize | mght have been a
16 | little -- alittle bit inconsistent. |In this case that
17| "M is in mllions of barrels a day.

18 Q Ch, that's "M as in mllions --

19 A In mllions of barrels.

20 JUDGE NOBLE: M. Roach, | do see that you

21| are tal king over counsel's questions and counsel is

22| talking over your testinony a little bit. So it's hard
23| for the court reporter to get that. He can't take down
24| two people at the sane tine.

25 THE WTNESS: Correct.
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BY Ms. BOYLES:

Q And followi ng up on one other question, if this
termnal is built, will there still be no pipeline for
refined products from Washington termnals to eastern

Washi ngt on?

A Let nme just nmake sure | understand your
question. If this termnal is built --

Q If this termnal is built --

A -- wll there be --

Q -- there wll still be no pipeline --

( Si mul t aneous di scussion interrupted by
reporter.)

A There will still be no product pipelines or
crude pipelines?

BY Ms. BOYLES:

Q Product pipelines. Refined product.

A | know of no product pipelines that go from west
Washi ngton to east Washi ngton.

Q So even if this termnal is in operation,
eastern Washington will receive crude -- wll receive
refined product, excuse ne, from PADD 47

A Correct.

Q Thank you.

M5. BOYLES: Nothing further.
JUDGE NOBLE: Is there any other
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1 cross-exam nation of M. Roach?

2 Redi rect ?

3 MR. DERR. Thank you, Your Honor.

4 REDI RECT EXAM NATI ON

5| BY MR DERR

6 Q M. Roach, | just have a couple questions. Pick

7 up the last one first, the question about whether

8| there's a refined product pipeline fromwestern

9| Washington to eastern Washington. |s refined product
10 | al so transported by other neans besi des pipeline?

11 A Truck.

12 Q By truck. So is there the possibility of

13 | transporting refined product fromthe refineries in

14 | Washington to eastern Washington by truck? |Is that --

15 A It is possible.

16 Q -- possi bl e?

17 A It does generally occur.

18 Q You have to wait till | finish the question too.

19 | Thank you.
20 Question about the A ynpic Pipeline, counsel
21 | asked you a question about that. Can you run crude oil

22 | through the A ynpic Pipeline?

23 A No.
24 Q You al so were asked a question about
25| pipelines -- or you testified about pipelines of refined
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1| product fromUtah to Montana. Can you use those

2| finished product pipelines to ship crude to eastern
3 | Washi ngton?

4 A Not the way they're configured, no.

5 Q And lastly, M. Roach, you were asked sone

6| questions fromthe council about the benefits to
7| Washington specifically fromthis project. WII| crude
8| oil supplies through the termnal that m ght al so supply

9| refineries in other states have a benefit to Wshi ngton,

10 | in your opinion?
11 A In ny opinion, it does. And due to the
12 interrelated nature of the industries and the commerce

13 | of that West Coast region as it is sonewhat operating in
14 | an integral fashion, so that as you inprove the

15 | econom cs of operation and supply in one region, one

16 | part of that region, it inpacts the whole of the region
17| and it would be hard to extract a single state out of

18 | that region and isolate it away fromthe benefits or

19| the -- of any situation.

20 Q By way of exanple, mght airplanes manufactured
21 | in Washi ngton use fuels produced in Washington or in

22| other refineries in PADD 5?

23 A Correct, it could.

24 Q How about the trucking industry? You nentioned

25| trucks that transport agricultural products, mght they
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1 use products that are refined in other PADD 5

2 refineries?

3 A There are trucks that transit out of WAshi ngton
4| going to another region wthin the PADD, would then be
S| refilled and cone back and -- so it would be very

6| difficult to extract, again, a single state out of that
7 region. Such a big -- as | stated early on, it is such
8| a big powerful region of economc activity on the whole
9| globe, but it's not any single state in isolation. |It's
10 | all of those states working together. So the benefits
11| that occur for that PADD translate to all the states of
12 | that region.

13 Q So is it then your opinion that crude oil that
14 | goes through this facility in Vancouver but is sent to
15 refineries in California, wll that still, in your

16 | opinion, benefit the econony in the state of Washi ngt on?

17 A In my opinion, it does because it is part of the
18 | integrated whole of the PADD 5 region.

19 MR. DERR: Thank you. No further questions.
20 JUDGE NOBLE: Thank you. [It's tinme for

21 | council questions based upon the cross-exam nation and

22| the redirect. Council have any questions?

23 Al right. There are no questions fromthe
24 | council .
25 Then, M. Roach, you are excused as a
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1 W t ness.

2 THE W TNESS: Thank you.

3 JUDGE NOBLE: Thank you.

4 You may call your next witness, M. Derr.
5 MR. BARTZ: Your Honor, good afternoon.

6| This is David Bartz for the Port of Vancouver. W're

7| going to call M. Alastair Smth as a w tness.

8 JUDGE NOBLE: Now, | have a question. |

9| wunderstood that there were three witnesses for today,

10 | one being M. Roach and then Jared Larrabee and David

11| Corpron. Is M. Smth testifying in substitution of

12 | another w tness?

13 MR. DERR:  No, Your Honor. M. Smth is a
14| Port witness. W provided you a list of witnesses we

15 | thought we mght call today. M. Roach took |Ionger, to
16 | be honest, than we anti ci pated.

17 JUDGE NOBLE: VYes.

18 MR. DERR. So we have M. Smth with the

19 | Port, and then dependi ng upon how | ong you want to speak
20 with him we will be calling M. Larrabee next.

21 JUDGE NOBLE: All right. M. Corpron may be
22 | tonorrow because we're |leaving early today?

23 MR DERR. That's fine. And also it's ny
24 | understanding M. Smth did not file prefiled testinony.
25 MR. BARTZ: That's correct. He's not a
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1| prefiled expert. He's a fact witness prinmarily.
2 JUDGE NOBLE: All right. Thank you. So

3| please call M. Smth.

4 M. Smth, would you raise your right hand.
5 (Wtness sworn.)
6 JUDGE NOBLE: Thank you. Please be seated.

7| You may proceed.

8 MR. BARTZ: Your Honor, on the question of
9| exhibits, then, we've got no objection of the exhibits
10| and | gave the list to Ms. Mastro ahead of tine and |

11 | can repeat those for you on the record nowif you'd

12 | i ke.

13 JUDGE NOBLE: Yes, please.

14 MR. BARTZ: So POR exhibits that begin 1011
15 | and continue through 1022, but we're w thdraw ng

16 Exhi bits 1014 and 1016.

17 JUDGE NOBLE: Exhibits 1014 and 1016 will| be
18 | w t hdrawn.

19 And do | hear any objections to the

20 | witnesses of the Port, 1011 and 1022?

21 There bei ng no objections, those exhibits

22| will all be admtted. Thank you.

23 MR. BARTZ: Thank you, Your Honor. Proceed?
24 JUDGE NOBLE: Yes, proceed.
25
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1 ALASTAI R SM TH,

N

havi ng been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON
BY MR BARTZ:
Q M. Smth, what job do you have at the Port of

g A~ W

6 Vancouver ?

7 A I"mchief marketing and sal es officer.

8 Q What is that job?

9 JUDGE NOBLE: Excuse nme, this witness has to
10 | identify hinself, the spelling of the |ast nane for the

11 | record.
12 MR. BARTZ: Yeah, |'msorry, Your Honor.
13| BY MR BARTZ:

14 Q M. Smith, would you please identify yourself,
15| including your full name for the record.

16 A My nane is Alastair Smth.

17 JUDGE NOBLE: S-mi-t-h?

18 THE WTNESS: Correct.

19 JUDGE NOBLE: Thank you.

20 BY MR BARTZ:

21 Q Can you give us a brief description of your job
22| at the port, M. Smth?

23 A In the marketing and sales, our job is to go and
24 | find econom c devel opnent and jobs for the comunity.

25 We do that on a |local basis and we do that on a donestic
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1| basis. W are charged by the State of Washington to

2| create econom c devel opnent and that is what our

3 | departnent does.

4 Q And Al astair, how |l ong have you been at the Port
5| of Vancouver?

6 A Si nce February 2013.

7 Q And prior to --

8 A Excuse ne. Correct, February 2003.

9 Q So from 2003 to today?

10 A That's correct. 13 years.

11 JUDGE NOBLE: The court reporter is having a
12| little bit of trouble follow ng you. Just slow down, if

13| you would, a little bit, M. Smth. Thanks.

14 THE W TNESS: Thanks.

15 BY MR BARTZ:

16 Q The work you did prior to comng to the Port of
17 | Vancouver, what was that work briefly and how did it

18 | prepare you for the job you do at the port?

19 A | actually started a seagoi ng career when | was
20| 18 years old. | did an apprenticeship in the British
21 Merchant Marine in the navigation departnent where | was
22 | actually doing navigation for two years on a vessel and
23| two years at college. VWile | was at sea doing the

24 | practical, | was al so doing correspondence courses back

25| to the college.
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When | conpl eted that four-year apprenticeship,
| then sailed as a navigation officer for two years.
That entailed the navigation of the vessel going fromA
to B, but it also included the cargo operations and
stability calculations for vessels. | did that until
Decenber 1979, when | cane ashore wth the sane conpany
that | was working wth, which is a Norwegi an operative
named Star Shipping. And | joined the operations
departnent in their San Francisco office and was
operations assistant, mainly | ooking for vessels when

they cane into port and arranging all of the pilots,

tugs, linesnen and dealing with cargo operations of that
vessel while it was in port. | was --
Q Excuse ne, Alastair. |'mjust going to ask you

to speak nore directly into the mc, if you could, pul
it closer.

A In 1981, | was pronoted to operations nanager in
the Star Shipping office in Long Beach, California.
There | was actually responsible for the negotiation of
stevedore contracts, port contracts, tug conpani es and
various other vendors that we deal wth, nmeking sure
that the vessels that were operating comng in and out
of port were done so efficiently.

In 1986, | was pronoted to district manager in

the Star Shipping's Portland office, to where | took
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1| over the responsibilities of the operations as well as

2| the comercial side of it, to where | was -- would get
3| out and negotiating contracts with cargo owners,

4 | shippers, brokers, freight forwarders to try to bring
5| cargo to the shipping conpany and ship out of the

6| Pacific Northwest. W also were in charge of the

7| operations of those vessels while they were in port.

8| And in 2003 | joined the Port of Vancouver as director
9| of marketing and operations. And in 2005 | was pronoted
10 | to senior director of marketing operations.

11 Q So before you joined the port, it's fair to say
12 | you had over 20 years' experience |oading ships and

13| selling their cargo or their services to custoners?

14 A That's correct.

15 Q And that's pretty nuch what you' ve done since
16 | you've been at the port?

17 A That is correct.

18 Q How is the port's results or perfornmance been
19 | since you've been at the Port of Vancouver?

20 A They' ve increased steadily. Back in 2003, we
21 | actually had a different kind of operation at the port
22 | where the port had a managenent agreenent with a

23 | stevedore conpany and the revenues were all shared with
24 | that stevedore.

25 The market softened and the stevedore actually
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1| asked to renegotiate the contract. W did. W

2| front-end loaded it with the stevedore, and one nonth
3| later -- after signing a five-year contract, one nonth
41 |ater they came back and said, this is still not good
5| enough, we may wal k away fromthe termnal. So we

6| accepted their proposal and the port eventually took

7| over the operations of the termnal, which did change
8| the way that the revenue stream actually worked. So at
9| that tine, back in 2003-2004, the term nal was naki ng
10 | around $6 mllion a year. Today that sanme termnal is

11 | making around $30 mllion.

12 Q About $30 nillion you said?
13 A That is correct on the term nal operations side.
14 Q And if | |looked at -- if you were to | ook at the

15| port's overall performance and inpact in the comunity
16 | from 2010 or '11 to 2015, how has that changed?

17 A That has seen a nice growmh as well. W

18 | actually have studies done with a renowned econom st,
19| John Martin & Associ ates, who does nost of the studies
20| for the ports around the nation. And in the reports

21| that we had in 2010, we had about $1.6 billion worth of
22 | economc activity in the port, and now in 2015, which
23| was the results of the year 2014, that nunber actually
24| increased to $2.9 billion. The overall job nunbers at

25| the port went up from 17,000 to 20,200. O that there
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was -- 3,200 of those were direct jobs, and there was
about 3,200 of indirect jobs and there was a | ot of

I nduced jobs that were part of that nakeup.

Q Let nme ask you, M. Smth, you nentioned
sonething -- | think we've got an exhibit on it.
MR. BARTZ: Could | ask for an exhibit
nunber -- it's the Port's 10109.

Your Honor, do you want ne to wait for it to
be pulled up or go ahead? It's your call.
JUDGE NOBLE: You could just go ahead and
save a little bit of tine.
MR. BARTZ: Thank you, Your Honor.
BY MR BARTZ:
Q M. Smith, you nentioned jobs, and this has been
marked as the Port's -- and admtted as Port's
Exhibit 1019. [It's up on the screen now. \What does
this reflect in terns of jobs?
A This is a 2014 econom c inpact of the Port of
Vancouver. And this was done by John Martin &
Associ ates, and this was conducted in the spring of
2015.
Q And the results, if we could | ook at 2018,
pl ease, the Port's Exhibit 2018.
M5. MASTRO |'msorry, you said?
MR BARTZ: 2018 -- or 1018. Sorry. 2s,
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1 1s. I'ma binary person.
THE W TNESS: Thank you.

N

3 BY MR BARTZ.

4 Q So, M. Smth, you're | ooking at what's been

5| marked as Port's Exhibit 1018. Wat does that show us?
6 A This is an overview of our operating revenues.

7| The blue revenue is the termnal operations, the red is
8| the property and | ease side and the green is the

9| facilities sales and service departnent.

10 Q As part of your job, do you travel frequently?
11 A Yeah, | normally travel sonewhere between 100
12 | and 130 days per year.

13 Q Have you, in those travels, gotten a sense of
14 | the Port of Vancouver USA's acceptance in the gl obal

15| marine community?

16 A Yeah, we're actually quite proud of that. Wen
17| | first started to travel, people used to tell ne they
18 | enjoyed taking cruises fromour port and they enjoyed
19 | the nountains in the background. Today now t hey

20 | recognize that we're called the Port of Vancouver,

21 | Washington, not the Port of Vancouver, Canada. W enter
22 into the offices and peopl e have actually got

23 | docunentation on the Port of Vancouver, WAashi ngton,

24| sitting on their desks. It was quite an extensive

25 | marketing canpaign to do that by translating a | ot of
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1| our marketing materials into foreign | anguages and bei ng

2| able to take them easily |leaving them behind at airport
3| lounges to nmake sure other people would see them when

4| they did that.

5 But it was really encouraging to see that we are

6| now recognized in a gl obal basis by nany very strong

7 I nternational conpanies. W have signed many |ong-term
8 | agreenents with sonme of those conpanies and we are noted
9| as being one of the strongest conpanies for handling

10 | project cargo in the country.

11 Q And project cargo, in sinple terns, is what?

12 A It's oversized, overweight, overw dth cargoes.

13| Wnd energy could be a very good exanple of that. And
14 | we have entered into agreenents with Vestas, Sienens and
15| GE in handling wnd energy conponents. The port | ooked
16 | back in 2004 and recogni zed that the w nd energy

17| industry was going to be in a gromh pattern, but there
18| was no facilities in US Wst Coast ports to be able to
19 | handl e these heavy-lift conponents.

20 There was al so a di spute between | ongshorenen

21 | and the crane conpani es where the |ongshorenen felt that
22| this was your jurisdiction. The crane conpanies, their
23 | insurance conpanies would not |et an outside crane

24 | operator drive their cranes. So there's a 20-year

25| standoff where there was virtually no project cargo
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1 handl ed in the Pacific Northwest.

2 The Port of Vancouver went out and purchased a

3| heavy-lift crane in order to nmake that work and we

4| trained all of the crane operators in howto drive those
5| cranes. W actually secured sone |long-termcontracts

6| fromthese w nd energy conpanies. And in 2009 and in

71 2011, we were actually the nunber one port for handling
8| w nd energy conponents in the US. W have signed

9| five-year agreenents with GE, we have three-year

10 | agreenents with Sienens, we have three-year agreenents
11| with Vestas and we are negotiating with nmany others.

12 Q When the council takes a tour later this

13 | afternoon, they nay see sone w nd energy conponents out
14 | of the port today?

15 A Yeah, out at Terminal 5, you'll be able to see
16 | sone GE bl ades, that these are the | atest generation.

17| The bl ades thensel ves are about 200 feet long. So when
18| we were talking to the wind energy conpani es, how do we
19 | devel op our infrastructure, one of the things that they
20| said was the conponents are going to get bigger and they
21| are going to get heavier. So in 2007 we purchased a

22 | second heavy-lift crane and that allowed us to be able
23| tolift tandemlifts and engi neered picks, which are

24 | nmuch nore difficult to do. But our stevedore conpanies

25| and in conjunction with them we trained every |ongshore
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1| crane operator in our local to be able to handle

2| engineered picks and tandemlifts. No other port on the
3| West Coast had done that.

4 Q And you say the port purchased those cranes.

5| Were does the port get the noney to purchase cranes

6| like that?

7 A That generally cones from our operating

8| revenues, or it can cone fromour tax base.

9 Q So what are -- is your tax base for a piece of
10 | equi pnent |ike that?

11 A Yes. For -- we collect around $10 million worth
12 | of taxes within the property taxes of the conmmunity.

13| But that is only allowed to be invested into

14 | environnental cleanup or capital expense or pay off a

15| debt. It is not allowed to be used for any operational
16 | expense. But also the profits that we nmake from our

17 | operational expenses are al so reinvested back into the
18 | community. So it could be a mxture of the tax base and

19 | the operations profits.

20 Q And approxi mately how nuch did those cranes
21| cost?
22 A The first one cost $3.7 mllion. And we nanaged

23| to pay that off in about a 14-nonth period. The second
24 | crane cost exactly the sane value in Euros, but

25| translated into $5.1 million in US. The exchange rates
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1| have changed. W actually delayed purchasing it for

2 | another six nonths and ended up paying about 4.5 mllion
3| for that second crane.

4 Q And that revenue you tal ked about in

5| Exhibit 1018 that shows up here, that's the kind --

6| that's the place where you get that noney to nake those

7 I nvestnents; is that correct?

8 A That is correct.

9 Q And you recently had a chance to be exam ned, if
10| you wll, by an outside party as to the port's

11 | operations and success in operations.

12 A That is correct. W were applying for a

13| $40 mllion revenue bonding rating and Standard & Poor's
14 | actually visited the port and we presented themw th a
15 | trenendous anmount of financial informtion about how the
16 | port is doing, but they also wanted to understand the

17| longer-termviability of the port and they were | ooking
18 | at all of our long-termcontracts that we had in pl ace.
19 We are a breakbul k port, project cargo,

20 | autonobiles, liquid bulks and dry bul ks. W do not do
21 | containers. But what we have done, is we've nmanaged to
22| sign a lot of long-termcontracts with the breakbul k

23| carriers, who have been signing five-year agreenents

24| with five-year options, and they have conti nued and sone

25| of those are in their third option period. So we have a

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 245



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

BARTZ / SM TH

1| trenendous anmount of support fromthe breakbul k

2| community. W' ve also signed |ong-term agreenents with
3| Subaru. W've signed an agreenent with themthrough the
4| year 2030 with options to extend. W have signed

5| long-termagreenents with United Grain, which is signed

6| through 2030 with options to extend.

7 So we have a lot of long-termcontracts there

8| that create the stability and also the diversification
9| of the anobunt of cargoes and types of cargoes that we
10 | handle, so that as the econony goes up and down in

11 | certain sectors, we nmanage to carry through with sone of
12 | the other commbdities not in that sanme cycle.

13 Q Thank you, Alastair. So you've nentioned

14 | revenue that conmes from operations and you've nentioned
15| taxes. Are there limts -- are there limts on the way
16 | the port spends the noney from both of those places?

17 A Yes, all of that nust be reinvested back into
18 | the port and port infrastructure within the port

19 | district.

20 Q And i nvestnents can be |ike those cranes we've
21 | tal ked about?

22 A It can be. One of the |argest exanples we have
23| is the West Vancouver Freight Access project, which is
24 | approachi ng about $250 million worth of investnent over

25| the last ten years or so.
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1 Q And we'll talk sone nore in a mnute about that.
2| How does a port -- it's generating noney through

3| operations. How does it differ fromwhat we m ght think
4| of as your ordinary business on main street?

5 A Port's a little bit different because we can --

6| we can have a much |l onger horizon to be able to get a

7 profit. Private business would like to cone in and

8 | maybe make -- return an investnent within a two- to

9| three-year period. The port nmnages to nmake these | arge
10 | investnents and infrastructure and soneti nes a payoff

11| may be 20 years down the line. But wthout that heavy
12 | investnent and infrastructure, we would not be able to
13| attract the type of long-termtenants that we are trying
14 | to market.

15 Q And those investnents and your operating

16 | contracts you tal ked about in those revenues up there on
17 | 1018, what rating did Standard & Poor's give you?

18 A They gave us an A rating.

19 Q s that on a scale? Can you hel p ne understand
20| if that's good?

21 A That is good.

22 Q There's a strategic plan in evidence, M. Smth,
23 Exhi bit 1021, the Port of Vancouver Strategic Plan. Are
24| you famliar with that?

25 A. Yes, | am
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Q How woul d you summarize that in a few words?

A It actually gives us our m ssion and vision
statenents, and our m ssion basically is to create
econom ¢ devel opnent by -- to give econoni c devel opnent
W thin our community through | eadership, stewardship,
partnership through marine, industrial and waterfront
devel opnent. So that is what our mission is and that is
what we tried to do, is to create the jobs within our
comuni ty.

Q When you say "partnership,” can you give ne a
brief exanple of sonmething |ike that?

A W have many partnerships. W work very closely
with the Gty, we work closely with the County, we work
closely with a |l ot of agencies that give permts to us.
We have a very strong environnental departnent that
tells us what we need to get to people early and get
there often. Sone of the partnerships that we have done
Is in developing things |ike the West Vancouver Frei ght
Access. It has -- there's a trenendous anount of
partnershi ps that you need to prepare for a | arge
project |like that.

Q In fact, we've got an exhibit marked 1020.

MR. BARTZ: Thank you, M. Mastro.
BY MR BARTZ:
Q Can you briefly tell us, M. Smth, what that
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1 exhi bit shows us.

2 A | amgetting a little older. Appreciate that.

3| Thank you. This is the funding sources that we have for
4| the West Vancouver Freight Access. The large portion in
5| blue is the port. The port has actually spent about

6| $160 mllion so far in the funding of that project.

7 You can see sone of the partnershi ps we have

8| there with sone of the grants that we received. About

9| $2.5 mllion was from an ARRA grant, Federal H ghway

10 | Adm nistration grant of 4.8 mllion, and | understand

11| that 3.1 mllion of that was done through a grant with
12| the Cty under the sanme program for the Wst Vancouver
13 | Freight Access project. Departnent of Transportation,
14 | State of Washington was 527,000. Freight Mbility

15| Strategic Investnent Board was about 13 and a half

16 mllion dollars. Federal Rail Adm nistration grant,

17 again, for $3.9 mllion. Transportation infrastructure,
18| a TIGER grant, which is a federal program another

19| $10 mllion.

20 We al so have been applying rail infrastructure
21 | repaynent fees to sone of our tenants, which is about

22| $6.2 mllion. BNSF Railroad actually gave sone in-kind
23| contributions, nostly through rail that was already

24 | positioned within the right-of-way when we purchased the

25| right-of-way back fromBNSF. And we had a hi gh-speed
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1| grant for another $15 m i on.

2 Q Thank you, M. Smth.

3 MR. BARTZ: Your Honor, at this nonent |

41 would like to nove to Exhibit 12, which is a |l arge

5| picture. And can | nmake a few structural changes here?
6 JUDGE NOBLE: Yes, certainly.

7 MR. BARTZ: W have copies for the council

8| and the parties, individual copies of this. This is the
9| exhibit we have, which is 1012, but these are | am nated
10 | copies you can look at. They're a little easier than

11 | what we're |ooking at on a conputer screen. |

12 | appreci ate your indul gence.

13 W're going to spend a little tine tal king
14 | about the port and the West Vancouver Freight Access and
15| this picture actually nakes sone things a little nore

16 | easily understood and perhaps it will help you with your
17| site tour |ater today.

18 | BY MR BARTZ:

19 Q So, M. Smth, for just a fewmnutes if you

20| would, would you wal k us through -- introduce us to the
21 Port of Vancouver and what this facility is we've been
22 | tal king about?

23 A So this is the Port of Vancouver. Basically the
24 | state of Washington, state of Oregon. The Col unbi a

25| River and the ocean is this way down at this end. Here
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1] we have the -- this is the |-5 roadway that goes all the
2| way down -- from Seattle all the way down to San Di ego.
3| Just to position you, the mainline rail goes all the way
4| down fromthe sane area, Seattle all the way down to

5| San Diego.

6 Over here is actually Terminal 1. This was the

7 bi rt hpl ace of the Port of Vancouver and the original

8 | warehouse of the port is situated right there. This was
9| a Red Lion Hotel, which is now actually closed and is

10 | going to be part of the redevel opnent that the port is
11| going to be looking at, at Term nal 1.

12 Coming fromthe east, this is a prinme built

13| facility. It is by Gaynor. It is going to be building

14 | a m xed-use devel opnent area down there on about 20

15| acres. The port still remains about 10-plus acres over
16 | in this area.
17 Then we have -- comng further west, we have --

18 | this is Metro Metals. |It's a scrap yard. Actually
19 | exports scrap through the port here, does about 500, 000
20| tons per year. As you go through the port, the rail

21 line really denotes -- everything south of the rail Iine
22 Is the marine termnals and everything north of the rail
23| line we classify as our industrial tenants. So we have

24| a grain elevator here, that is United Gain, has

25| traditionally done about 3.1, 3.2 mllion tons of wheat.
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1| However, they have nade sone expansions over in this

2 | area because of the Wst Vancouver Freight Access

3| project that we can talk a little bit about |ater.

4 As we cone in through Termnal 2, this is where
5| we have our heavy-lift cranes and have a |l ot of wnd

6| energy going through here. W also have an apparatus, a
7| steel slab operation, which does about 600,000 tons per
8| year.

9 We have a liquid bulk facility for NuStar. W
10 | have a dry bulk facility for Kinder Mdirgan that does

11 | corporate concentrate and bentonite clay. W have

12 | another great bulk facility here. These warehouses

13| are -- all of the warehouse capacity that we have is the
14 | largest of any port in the Wst Coast, which

15| traditionally allows us to attract nuch nore car go.

16 We al so have the Subaru facility which operates
17| in about 75 acres. They do about 90, 000 aut onobil es

18 | being exported through here. Termnal 5, this used to
19| be the old ALCOA Alum numfacility. And within that,

20| they were operational right up until the year 2000 and
21| then they tried to sell us this property around 2004,

22 but they wanted a high cost, but they also wanted us to
23| do the cleanup, so we declined to do that.

24 They then cone back in about 2008, 2009 and

25 asked us whether or not we would be interested in
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1 purchasing it again. The deal had changed and they were

2| going to do the cleanup, so we actually went forward and
3| purchased this fromALCOA. So this was a brown field

4| site that we actually put back into use. This inside

5| rail is about 100 acres. W took about 165 acres of

6| property from ALCOA

7 From a geography standpoint, it's very inportant
8| that we had this because we had the waterline all the

9| way around to the very north that you see here.

10 Col unbia Gateway is an area that we're | ooking
11| to do future devel opnent on. |It's another 500 acres

12 | that has access right onto the navigation channel and
13| we're looking to start the permtting on that very

14 | quickly.

15 The area here is another parcel of Colunbia

16 | Gateway, parcel 4 and 5. This is 600 acres. And we

17| have just recently turned this over to Col unbi a Land

18 | Trust and they are going to nake this into habitat.

19| This is the Pacific flyway for a lot of the birds that
20| magrate up and down the West Coast, and this is turned
21| over for habitat for themto get into nore wetl ands and
22| they're going to be planting food forage for them as

23| they fly through.

24 We cone back, north of the rail, we have a | ot

25 of our industrial tenants. W have about 52 industri al
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1| tenants within the port. And on that side of the

2 | edger, we are 99.7 percent occupied. W have been for
3| quite a few years. W have quite a diversity in our

4| operations with trans |oad facilities, Boise Cascade has
5| their lunberyard here, we have Sapa Profiles, which is

6| an alum numextruding facility. Tesoro has an operation
7 here that do sone gasolines and diesel.

8 We al so have Centennial Industrial Park, which

9| is a 58-acre portion up in the Centennial Park area. W
10| got a $5.7 mllion grant fromthe Departnent of Conmerce
11| to put utilities in. W now have -- Sunlight Supply is
12 | buil ding a 300, 000-square-foot distribution center.

13 MR. BARTZ: Just a mnute, Alastair. |'m
14| not sure --

15 JUDGE NOBLE: | think the court reporter is
16 | having an issue.

17 BY MR BARTZ:

18 Q Sl ow down, please, Alastair. | know |'ve given
19 | you a bad exanple, but slow down.

20 A So that's Centennial Industrial Park. This used
21| to be a farm This was the Ruffner Farm \When we took
22 it over, there's 108 acres between parcel 7 and

23| parcel 8. Parcel 8 we have turned into an industri al

24 | park with Sunlight Supply building a 300, 000-square-foot

25| distribution center. The port is just in permtting and

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 254



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

BARTZ / SM TH

1| ready to start constructing a warehouse that is going to

2 be a SPANX war ehouse that is about 124,000 square feet.
3 Once we are about 50 percent devel oped in

4| parcel 8 we wll start then the title and process of

5| parcel 7. Parcel 6 is an environnental mtigation bank

6| that we entered into with a |ocal conpany that actually
7| created about 165 acres of environnental mtigation. So
8| that also helps us to be able to get sone credits when

9| we want to build sone of our other infrastructure that
10 | we're working on.

11 The interesting thing is part of this was the

12| old farm |Instead of just tearing it down, we actually
13 | deconstructed it and all of the wood that was in the

14 | Dbarn was used in other projects throughout the canp. So

15| we're actually quite busy with all of our industrial and

16 our --

17 Q Thank you, Alastair. You can take a seat and
18 | we'll have you back up there in a mnute. You can just
19| l|eave that on for a second.

20 JUDGE NOBLE: M. Smth, 1've noticed that

21 | your narrative falls off alittle at the end sonetines
22 | of your sentences and the court reporter is shaking his
23 | head again. That neans he didn't -- he didn't get all
24 | of what you said. So it's inportant that you want to

25| make a conplete record of testinony.
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1 THE W TNESS: | felt that the mc was goi ng

N

in and out a little bit.
JUDGE NOBLE: It was. It was.
M. Mss has a question for you.
MR. MOSS: Yeah, | just noticed here,

g A~ W

6| |ooking at my colleague's copy of the photograph that

7| was distributed, that it is different in sonme ways from

8| what's up there. I'mwondering if it's in any way

9 material -- materially different. Maybe just a

10 | different tinme of year or sonmething. | can't tell. But
11| | -- there's quite a few differences actually.

12 THE WTNESS: So they may just be different
13 | versions. Maybe one was a year |ater than the other

14 | one.

15 JUDGE NOBLE: Could the witness see one of

16 | these roll ed-up copies so he could know what M. Moss is
17 | tal ki ng about ?

18 MR. BARTZ: This was -- Your Honor, just to
19| clarify, this was pulled off the wall of a port enployee
20 | over the weekend when we | earned that the screens --

21 | there were sonme concerns about whether the screens were
22| working. So we grabbed this off the wall of a current
23| port enployee. So it's relatively accurate.

24 The phot ograph on the wall, the -- or the

25 | photograph on the screen, the photograph that's in
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1| evidence and the photograph you're all looking at is all
the sane. It's all the official Port Exhibit 1012.

N

3| This one on the wall nmay be a little different because

4| it's probably taken a little bit earlier.

5 JUDGE NOBLE: So M. Moss is correct, it's

6| just a seasonal difference?

7 MR. BARTZ: Seasonal or it was taken in 2015

8| and not as current as the one that's in front of you.
9 JUDGE NOBLE: | see. So, M. Mdss, does

10 | that answer your question?

11 MR. MOSS: Well, no, because it |ooks to ne
12| like there are different buildings -- it |ooks to ne
13| like there are different buildings on this map than are

14 | on this map.

15 THE WTNESS: That is correct.

16 MR MOSS: So they're materially different,
17| I think, and we need to know which one is the exhibit.

18 MR. BARTZ: Well, I'msorry for that very

19 | nmuch. This is neant to be a denonstrative exhibit, just
20| a picture so you' ve got sone reference point. The

21| exhibit that's already been admtted and been revi ewed
22 by all the parties for weeks, at |least a few weeks, is
23| the exhibit that's on the screen and the one that's in

24| front of you. Those are the sane.
25
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1 BY MR BARTZ:

2 Q Al astair, do you want to point out what's

3| different?

4 A Yeah, one of the main differences is when you

5| see Termnal 4 and you go to the north part of the --

6| north of the rail lines, the port actually sold an area

7| of property to a conpany called Farwest Steel, who built
8| a facility there. So that building is Farwest Steel.

9| They are steel distribution, and they offer about 235

10| jobs in that facility.

11 One of the other differences is up on the -- a
12| little bit north of that is Centennial Industrial Park.
13 | You can actually see the utilities and roadways have

14 | been put into Centennial Industrial Park.

15 Most of the things to the eastern side, to the
16 | right side of the photograph, remain reasonably the

17| same. One of the main differences you will see on this
18 | one, the one that you have in front of you, is that once
19 | we tal k about the West Vancouver Freight Access project,
20| over on the right side and underneath the railroad

21 bridge, you will actually see a conpleted trench and

22| that is where our newrail entrance to the port actually
23| conmes in. So it's on the north side of the riverbank

24 | just directly under the railroad bridge.

25 Q Anything el se of difference that should be noted
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for the council, Alastair?

A On the east side at Termnal 1, you'll actually
see the roadways have started to be put into the
wat er front devel opnent through the port's part of the
devel opnent on the very eastern end and then into the
Graynor elenment. So you have Esther Street and G ant
Street which are the north-south streets and they're
actually started to be shown in this photograph.

Q Anyt hing el se of inportance you can see,

Al astair?

A Most of the other things are shown.

JUDGE NOBLE: Does that answer your
guestion, M. Mss?

MR MOSS: Well, | believe it does, and |I'm
assum ng that this nore recent photograph that shows the
additional infrastructure developnent is the one that's
part of the record?

JUDGE NOBLE: VYes.

MR. MOSS: Thank you.

MR. BARTZ: Thank you. And again, |
apol ogi ze for the m sconmuni cati on.

BY MR BARTZ:

Q Al astair, you nentioned liquid bulk at the port.

What kind of liquid bulk products do you handl e?

A W handle jet fuel, diesel, gasoline, sodium
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1 hydroxi de are the nmain ones that cone through the port

2 | today.

3 Q And approxi mately how | ong have you handl ed

4 | those cargoes?

5 A Those have been handl ed since before | cane to

6| the port. So the sodium hydroxide |I know has been goi ng
7| through there for over 20 years. The Tesoro facility

8| that is doing gasoline and diesel has been -- they

9| started operation in 1985. So they've been going for

10 | 30 years. NuStar operation has gone through about four
11| iterations. Before NuStar it was ST Services. Before
12| that was it was Valero. Before that was it GYTX.  But
13 | basically sanme cargoes, just a different conpany

14 | managing that. And the jet fuel cones through

15| termnal -- or dock nunmber 4 at our Termnal 2 facility
16 | and gets piped to the north up to a tank farmthat's off
17| of port property.

18 Q And what's been your safety -- port safety

19| record with those liquid cargoes?

20 A It has been excellent.

21 Q You nmentioned Subaru. Have you signed any new

22 contracts with thenf

23 A We have signed an extension through 2030, that
24| is correct.
25 Q And in that new contract extension, were there
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any concerns or objections raised by Subaru with respect
to the Vancouver Energy Distribution Term nal ?

A No, there was not.

Q The Col unbi a Gateway, you nentioned that you' ve
given -- the port's given that in a transaction to the
Col unbia Land Trust. Was there port noney spent on that
pr oposal ?

A Yes. W put in-- $7 mllion is going to be
I nvested over the next three to four years to be able to
plant crop and build habitat, wetlands. And a ot of it
Is going to be to facilitate sandhill cranes com ng
t hrough that area.

Q And then you nentioned the new warehouse you're
buil ding, you called it spec, and | believe that's short
for speculation. That neans you don't have a tenant for
it, correct?

A That is correct. W just got the plans and
we're just starting to nmarket it as we speak.

Q So there's sone other big buildings you
mentioned to us in the Termnal 4 area. Do you need
anot her war ehouse?

A In Term nal 47?

Q Well, I"'msorry, Termnal 2 there. The
war ehouses you nentioned. Do you need anot her

war ehouse?
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1 A Vel |, the warehouse on Termnal 3, we will be

2 | knocking that down. |It's a very inefficient warehouse

3| and we have plans to build a new warehouse that is

4| 120,000 square feet, and that wll be -- the old

5| warehouse will be denolished later this year and the new
6| one hopefully will be erected next year.

7 Q Is the -- kind of knocking down old buil dings,

8| replacing themw th newer, nore nodern buildings, a part
9| of the investnents you nmake with the port's revenue?

10 A That is correct.

11 Q So | want to ask you about the Wst Vancouver

12 | Freight Access project briefly, M. Smth. Wat was the
13 | principal purpose of the Wst Vancouver Freight Access
14 | project?

15 A There was a trenmendous anpunt of congestion on
16 | the Vancouver Y, which is the area just to the north of
17| the railroad bridge. You can see it |ooks |ike an

18 | inverted Y, but all of our cargo -- we only had one

19 | entrance and exit fromthe port, and every tine that we
20| were comng across that, we woul d experience trenendous
21 | congestion.

22 Q Can you give us sone exanple of that what

23 | congestion neant for the port?

24 A So when we were trying to bring any rail car out

25 of the HIIl Track, that was -- we were restricted, and
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I f there was any freight train noving on the mainline,
we had to have a 30-m nute before wi ndow and a 30-m nute
af terwards wi ndow that we coul d not nove anyt hi ng

t hrough the mainline.

Once it becane a commuter train, both Antrak
novi ng, then that delay was one hour before and one hour
after. And at that tinme there were six Antrak trains
novi ng through, so that was 12 hours of delay that we
woul d experience with just the commuter rail, and
certainly about another five or six hours on delays wth
freight trains noving through.

Q Did you have experience with those nunbers of
hours of delay in a day cost you sone revenue?

A Yeah, back in 2004 going into early 2005, we
were marketing to an autonobile conpany that wanted to
nove their cargo operations froma conpeting port into
the Port of Vancouver. Two out of the three
deci sion-nmakers said that they were ready to nove. The
third one said, let ne call the railroad. So as that
person called the railroad, he was told that we could
expect 24 hours delay for every rail car that went
t hrough the Port of Vancouver. After that, we were told
we could not have that contract. So after we were nad
at the railroad and we started to then ook in a mrror

and ask if he was correct, we basically agreed with them

BUELL REALTIME REPORTING, LLC 206 287 9066 Page: 263



Hearing - Volume 2 In Re: Application 2013-01 Tesoro Savage Vancouver Energy Distribution Terminal

BARTZ / SM TH

1| that probably within a two-year period that he would be

2| correct, that we would have that kind of delay, and

3| therefore we had to cone up with a strategic plan as to
4| howto create a new entrance into the port and be able
5| to create the capacity and efficiencies that we needed

6| to attract | arger-scale tenants.

7 Q You nentioned the Y and the H Il Track. Could
8| you just briefly point at that on the big poster behind
9| you with the stick?

10 A So this is -- the Vancouver Y is this area here
11 | where you transition fromthe sout hbound mai nline going
12 | east towards Chicago and then the area going directly

13 | south here. And then this is a crossover, say you're

14 | comng from Chicago and you can then cone down sout h.

15| This is the Vancouver Y that is here.

16 The Hi Il Track is the port's own Hi |l Track that
17| is a single track comng in and out of the port. And

18 | when we were doing unit trains comng out of the grain
19 | elevator, when we were building the unit train, the rail
20| would actually cross to here as we are then building the
21 unit train to go back out to the Mdwest. That would

22 | then block all traffic north-south and all of the

23| traffic going east. That is why we truly understood

24| then that this was not going to be acceptabl e going

25 f orwar d.
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Q Thank you, Alastair. You can sit down. You
mentioned the word unit train. | think a lot of people
here know what that is, but what is a unit train?

A A unit train is basically a single train that
goes froma single origin to a single destination
Wi t hout breaking up and is generally in the 100- to
120-rail-car configuration.

Q And it's used for bulk cargoes, primarily?

A Correct, liquid or dry.

Q How di d t he West Vancouver Frei ght Access
proj ect change the port's entrance, rail entrance?

A W -- this becane a conplicated project, because
how do you create a conplete new entrance into a port?
When we | ooked at it going west and north, there wasn't
really any way to do that. So we had to do it through a
very confined corridor at the east end of our facility.
So we had to take what we called -- Schedule 1 was,
first of all, taking a spur fromthe BNSF mainline and
bri ngi ng that down through the area that was owned by
Boi se Cascade, which is close to our Termnal 1
facility, and | could point that out if you w sh.

Q Pl ease.

A So this area here, this is the Fallbridge
subdi vision which is the mainline for BNSF going to

Chicago. W took a look at this, that this may be the
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1| way to do this is to take a |lead off of the sub Iine,

2 off of the Fallbridge subdivision, bring it down through
3| this industrial area, and then in order to take all of

4| our traffic off of this mainline, we suggested that we

5| take it underneath the railroad bridge and then back up

6| through our facility and join our main infrastructure

7| over this way. That was very conplicated because there
8| was very -- there's a lot of different people had

9| interests in this area. At this tine this area was

10 | actually owned by Boi se Cascade. They have a paper ml|
11 | over here. They wished to sell that. G aynor

12 | Devel opnent were interested in buying it. But there's
13| two different conpanies here on the west end of this

14 | property. There's the Lafarge cenent and there is

15| Al bina Fuels. 1In order to serve both of those

16 | properties, there was actually a line that cane -- a

17| siding, a rail siding that came right through this

18 | property. And the railroad would actually feed themin
19 | here and then cone back this way. This nade this

20 | property less valuable with having a rail spur right

21 | down through the m ddle of the property. So the port,
22| the Gty, Gaynor, Boise Cascade --

23 JUDGE NOBLE: M. Smth, | think there's an
24 | obj ection.

25 M5. BRIMMER:. Well, it's just that with
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1] M. Smth standing wwth his back to us, we can't see

2| anything he's pointing to on this map at all. Could he
3| swing around on the other side? That would be great.

4 JUDGE NOBLE: As long as the council can see
5| him Thank you for that. | didn't realize. Should

6 | have spoken up earlier. Do you need himto repeat

7| anythi ng?

8 M5. BRIMVER: No, that's all right.
9 A So this area --
10 JUDGE NOBLE: Excuse ne. You're al so

11 | welcone to get out of your seats and cone forward. That
12 | wouldn't be a problem

13 M5. BRI MMER:. (kay. Thank you.

14 A So this is going to be a very inportant project
15| for the City, for the port, in order to create access

16 | down to the waterfront.

17 There was al so an opportunity to upgrade sone of
18 | the rail system going through here. But in conjunction
19| with that on the north side of the rail berm BNSF had a
20| rail line that had an aqueduct that had very, very | ow
21 | clearance. So you could not get energency vehicles

22 being able to go through fromthe north side into this
23| area. So all of that needed to be rebuilt.

24 The idea, then, in conjunction with all of our

25| partners was, if the port was to take their line first
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1 on the south side of the berm the railroad berm and

2| bring it down here, then take sone additional spur

3| tracks fromour track to feed into both Al bina Fuels and
41 into Lafarge, it would renove that rail spur fromthis

5| area and help to clear that out.

6 W al so have the property here that was owned by

7 Red Lion and their parent conpany i Star. And that |ease
8 | was good through the year 203S3.
9| BY MR BARTZ:

10 Q Whi ch area are you pointing at, Alastair, on the
11 map?

12 A This is at Termnal 1, at the Red Lion itself.

13 Q Thank you.

14 A So in order to make this work, we had --

15 | Col unbia Way cones down here, and you had to have access
16 | comng into the west side. So the port eventually

17| agreed to buy out iStar fromthat | ease. W also worked
18| with the Gty, because they were wanting to put roadways
19 | down through the center here.

20 This building here was Centenni al neeting space
21| for the hotel. W agreed with the Gty that we could

22 | purchase this, knock down the Centennial building and

23| then help to put the roadways in. There was a tine

24 | where the -- | think the Gty got a grant fromthe State

25| of Washington to put the roadways in, but there was a
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1| timng issue and there was a budget issue. So the port

2| actually helped to put the utilities in through here in
3| order to get the project started, and the Cty repaid

41 us. It was about $800,000 the port invested to do that.
5 There was a | ot of partnerships going on in

6| order to nake this whole thing work. So we had a

7 menor andum of understanding with the City in order to

8| create this Schedule 1, which in turn allowed the

9 railroad to bring their line down, and they called it a
10 | shoofly, but it's really a detour fromthe mainline onto
11| our line that we created and then nove it down to this
12| area and back onto the mainline. That allowed themto
13| take this area of the viaduct out of service and to

14| rebuild that with entrances on the north side that would
15| line up with the entrances on our side in order to get
16 | through on Esther Street and G ant Street.

17 Q Thank you, Al astair.

18 A But a nenorandum of understanding with the Gty,
19 | though, to |l eave the bridge section off of Gant Street
20 | Dbecause it allowed themto do other work and al | oned

21| BNSF to do work on the viaduct, and that was for about
22 | $250,000, and |l ater they cane back -- and when we did

23| that, the City paid us back for that.

24 Q Thank you, Alastair. W' ve got exhibit -- Port
25| Exhibit 1014.
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MR. BARTZ: Could we see that, please. |I'm
sorry, 1015. 1015.

JUDGE NOBLE: Could I ask in the interim
here about M. Smth's testinony? It's five mnutes to
2, and | prom sed the court reporter a break at 2:00.
Sois M. Smth's testinony al nost conpleted or --

MR. BARTZ: Al nost conpleted. | probably
won't make 2:00, but I'll nmake 2:05, and you do what you
want .

JUDGE NOBLE: 2:05 is good.

MR. BARTZ: Sold. Thank you.

BY MR BARTZ:

Q M. Smith, what's this a picture of?

A That is a picture of the BNSF viaduct fromthe
south side |looking north. You can see it is very |ow

Q So this is an old condition. This doesn't exist
anynore, correct?

A That is correct.

Q There's now water -- or underpasses for G ant
and Esther Street that can allow full-size traffic and
people to go fromthe north side of the rail to the

wat er front ?

A That is correct.
Q How i s the new port entrance working?
A It's actually working extrenely well. W have
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taken nost of the congestion off of the Vancouver Y. It
has all owed us to increase our capacity fromwhere it
was at 55,000 rail cars per year and it now gives us the
ability to reach as nuch as 400,000 rail cars. It has
gi ven us nmuch nore efficiency by the BNSF bringing
trains directly into the port. Rather than crossing the
Y and rather than sitting idling wwth their rail cars,
they just bring themstraight into the port.

It also gives us efficiencies that -- it has
been told to us that it could be as nuch as 40 percent
not just for comng into the port but for the whole
northwest rail system because by doing the shoofly Iine
and doing the port's structure, it allowed also the
Departnent of Transportation to build their bypass on
t he east side of the Vancouver yard and nake everything
nore efficient going through that Vancouver Y area.

Q Thank you, M. Smth. So let's direct ourselves
to the Vancouver Energy Distribution Term nal, the
Vancouver Energy project. Can you briefly describe for
us the work the port went through before the Vancouver
Energy project was even a subject of a proposal?

A Soin -- as | nmentioned, we actually ended up
purchasing the Termnal 5 property back from ALCOA, from
ALCOA. And that allowed us to build unit train

capabilities at Term nal 5.
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1 Once we had that, we started to get a |ot of

N

Interest fromother parties. W then started to do sone
mar ket research into what other opportunities could we

attract into that area. And so we had -- one of our

g A~ W

sales directors actually was quite often going to North
6 | Dakota. They had been dealing quite a bit with the

7 Departnment of Commerce in North Dakota. W were also

8| dealing with the marketing groups at BNSF rail, and we
9| started to understand the boomthat was going on in the
10 | energy market in the M dwest.

11 We started to do sonme research in North Dakota
12 | as well, and we found out that the opportunity was going
13| to be a good opportunity and a | ong-term opportunity.

14| So we sent out a statement of interest for our

15| Termnal 5 property indicating that we had rail

16 | infrastructure in place, we had a berth that was

17 | available and we had | and acreage to be able to place a
18 | storage facility, and we had four respondents who

19 | responded to that.

20 Q And Vancouver Energy was the one you sel ected?
21 A That is correct.
22 Q Is that a flip of the coin, or could you briefly

23| tell us what that process was?
24 A Wl l, we have a very integrated deci sion-naking

25 | process at the port. So every departnent has access to
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1| that project, and it was a unani nous deci sion across all

2| departnments fromour public affairs group, our

3| environnental group, our facilities group, marketing
4| group, as well as our financial group.

5 Q And very briefly, could you point at the

6 | photograph behind you in a way that allows everybody to
7| see, if they can -- just point to the three areas where
8 | the Vancouver Energy facility will find itself at the

9 Port of Vancouver.

10 A Part of the chall enge was how do you put

11 | 40 acres' worth of space into an al ready-established

12 | port. The berth that we were offering in the statenent
13| of interest was Berth 13 and 14. That has been an

14 | underutilized facility for many years.

15 We al so had areas within our industrial area,

16 | about 20 acres in parcel 1E. So the idea was that we
17| could actually -- we had an unl oadi ng managenent

18 | facility in the north side of the rail corridor, take it
19| by pipeline to a storage facility at parcel 1E, then

20 | back by pipeline down this area here and to the dock.

21| So we actually managed to -- | call it shoehorning --
22 | shoehorning in 40 acres into our facilities w thout

23| affecting any of the other operations or contracts that
24| we had in place at the tine.

25 Q Thank you. You can sit down. So you're saying
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1 putting the Vancouver Energy project at the Port of

2 | Vancouver doesn't conflict with any of your other

3| tenants?

4 A That is correct. At the tine that we nade that
5| offering, we had an ongoi ng negotiation with BHP

6| Billiton to place 10 mllion ton per year export

7| facility on the south end of our Term nal 5 operation.

8 In the north end of our Termnal 5 operation is
9| our laydown area for all of our wnd energy and that is
10 | where we |load that to rail. So nost of that property

11 | was al ready under negotiation or under contract.

12 Q In sinple terns, how does the port nmake noney on
13 | the Vancouver Energy Distribution Term nal ?

14 A There's about 42 acres that they're operating

15| in, and we will collect a land | ease at market value for
16 | that. W also would collect dockage for every vessel

17 | that cones al ongside the | oading dock. So that is

18 | really just a parking fee for the vessel.

19 And then for every barrel of oil that goes

20 | across our dock, we are paid a wharfage and service

21| facility fee. W are also collecting rail access fees
22 | at $25 per rail car and we're collecting rail

23 | maintenance fees as well.

24 Q And what's your estinmate at the port for the

25| value or the -- what you would be paid for a year of
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1| operation at the 360,000 barrels per day?

2 A It would be approximately $60 mllion.

3 Q And what would the port do with the revenues
41 created fromthat?

5 A That gets reinvested right back into the port,

6| the infrastructure and the comunity, hopefully to

7| create other jobs and nore econom c benefit.

8 Q Are there projects briefly that you coul d

9| describe that are already on the drawi ng board, so to
10 | speak, that that revenue would go towards?

11 A Yes, there's three. W have sone in the short
12| term which is our waterfront devel opnent down at

13| Termnal 1. W are in a negotiation stage with a

14 | hotelier to put an AC Marriott hotel in that area.

15| We're also dealing with a | ocal devel oper to put a

16 | m xed-use facility there with office space and

17| residential. The port is also studying whether to put
18 | their headquarters down into the waterfront, and we have
19 | signed a lease with a restauranteur that actually hopes
20 | to start business next week.

21 Q And in these negotiations, have you gotten any
22 | pushback because of the Vancouver Energy D stribution
23 | Term nal ?

24 A No, we have not.

25 Q | would like you briefly to | ook at
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1 Exhi bit 1021, please -- 1022. |I'msorry. |Is this the

N

port's master plan for the waterfront devel opnent you've
just described?

A That is the master plan that we have today. W

g A~ W

are actually in the process -- now that we have people
6| we are negotiating with, we are taking i nput fromthem
7| and that may change a little bit. But it is going to be

8 m xed use with hotels, with restaurants and with office

9| space.

10 Q Lastly, M. Smth --

11 MR. BARTZ: W're right there, Judge.
12 Exhi bit 1017, please.

13| BY MR BARTZ:
14 Q Wbul d you | ook those over, please, M. Smth.

15| Please identify those for us.

16 A These are the navigation charts for the Col unbia
17 Ri ver.

18 Q From where to where?

19 A From Astoria all the way up to Vancouver,

20 | Washi ngt on.

21 Q On the various pages, there's a -- is that what
22 | see as the Vancouver -- the Colunbia River shipping
23 | channel ?

24 A That's correct.

25 Q Does that channel go all the way fromthe nouth
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1 up to the Port of Vancouver?

2 A Yes, it does.

3 Q Wi ch agency is responsible for the conduct of
4| maritime cargo ships on that Col unbia River channel ?
5 A US Coast Guard.

6 Q Do they -- are they responsible for speed?

7 A Yes, they are.

8 Q Are they responsi ble for when and how shi ps

9| travel on that channel ?

10 A Yes, they are.

11 Q Based on your experience as a mariner and --

12 | you've called themthe Colunbia River, correct?

13 A Yes, | did.

14 Q Based on your experience as a nmariner and

15 | soneone who had been involved in the comrercial marine
16 | cargo busi ness for sone 30-plus years, if the State of
17 | Washington was to prescribe tinme of use for the channel

18 | or for the speed, would that have an inpact on

19 | international conmerce?

20 A Yes, | think so.

21 Q What woul d be the inpact?

22 A It would be confusion. |In operating vessels,

23| you really like to have one regqulating authority. You
24| don't want to be calling 20 different states with 20

25| different regulations. You would like it to be uniform
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1| and hopefully that would cone fromthe US Coast Cuard.

2 Q Thank you.

3 MR. BARTZ: No further questions, Your

4 | Honor.

5 JUDGE NOBLE: Thank you. Al right. This
6| is agood tine to take a ten-m nute break until 2:15.

7| We'll be off the record until then. Once we cone back,
8| we'll be doing council questions. Thank you. W are

9| off the record.

10 (Recess taken from2:06 p.m to 2:21 p.m)
11 JUDGE NOBLE: Al right. W are back on the
12| record and this is the time for council questions. Are
13 | there any questions of M. Smth?

14 There are no council questions of M. Smth.
15| Al right.

16 It's tinme for cross-exam nation, then.

17 M5. BRI MVMER: Janette Brimmer with

18 | Earthjustice and | represent CRK-rel ated parties.

19 CROSS- EXAM NATI ON

20 BY Ms. BRI MVER:

21 Q M. Smith, 1'mgoing to ask you just a few

22 | questions, nostly about the map. So if you could step
23| up to the map, | think this is 1012.

24 M. Smth, could you please point out where the

25| Fruit Valley neighborhood is in that nmap.
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1 A It's right there.

N

Q And could you also trace for us with the pointer
the areas where there are -- there's rail either

adj acent to or near the devel opnent?

g A~ W

A This is the -- this is the closest that it

6| comes. We now cone down through this way and go out on
7| our rail entrance.

8 Q kay. And then there are also the rail tracks,
9| it looks Iike, on the northeast side of the

10 | nei ghbor hood?

11 A This is BNSF |ines, mainline, and the Vancouver
12 | vyard.

13 Q And then | think you also testified about the

14 | new access points that the port has been -- the port has

15 | been building, particularly the one that goes underneath
16 | the bridge over the river?

17 A That's correct.

18 Q And that's right next to the river when it goes
19 | underneath that bridge?

20 A It goes -- it's actually in the river, suspended
21 | above the river on pines and it goes underneath the

22 bri dge and then back up into the infrastructure here.

23 Q And so the unit trains are comng in on that,

24 | suspended in the river area and then traveling on to

25| other parts of the port?
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A That's correct.
M5. BRIMMVER: | have nothing further. Thank
you.
JUDGE NOBLE: Thank you.
CROSS- EXAM NATI ON
BY MS. LARSON:

Q |"m Linda Larson. |'man attorney for Col unbia
Waterfront LLC, and |I'malso going to ask you sone
guestions about Exhibit 1012. It m ght be easier for
you just to go back up there. Could you point out for
me the fornmer Louisiana -- or Boise Cascade property.

A It's right here.

Q When you referred to that property, you were
actually referring to a property that is currently owned
by ny client, Colunbia Waterfront LLC, is that correct?

A Yes.

Q And that is the property that is now being
redevel oped by Col unbia Waterfront LLC, is that correct?

A That's correct.

Q Ckay. Could you also point out to ne that east
entrance to the port property where your rail line neets
up with the Burlington Northern mainline.

A This is the Burlington Northern mainline here.
Qur spur stops right about this point.

Q Right. And that spur goes al ong the northwest
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1| edge of the Colunbia Waterfront property; is that

2| correct?

3 A That's correct.

4 M5. LARSON: | have no further questions.
5 JUDGE NOBLE: Is there any other

6 | cross-examnation of M. Smth?

7 M5. REED: Your Honor, the City of Vancouver
8 | has sone.

9 CROSS- EXAM NATI ON

10 BY MS. REED.

11 Q Karen Reed for the Gty of Vancouver. This is
12 | getting repetitive, but 1'mgoing to ask you to go back
13 | up. | have sone additional questions about the map.

14 | And specifically ny questions are with respect to how a
15| wunit train would route through the facility and then

16 | |eave fromthe facility. So if you could assune for ne
17| that a unit train is comng fromthe east headed west
18 | anong the BNSF mainline and could you show where it

19| would get off and go into the port, and then if you

20| could assune for nme that that train was going to unl oad

21| and then head north, and show ne howit would -- where
221 it would go in order to switch to head north.
23 A | can answer nost of that. The last part | can

24| give you two different options, but | think that's

25| better answered by BNSF, but | will give it ny best try.
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1 Q kay.
2 A So as the train goes down from al ong the
3 Fal | bri dge subdivision, it transfers over onto our rail
4| track right about here.
5 Q And that would be just west of the railroad

6| bridge?

7 A Jest west of 1-5 and east of the railroad

8 | bridge.

9 Q kay.

10 A So just north of the Termnal 1 property that

11| the port owns.

12 Q Okay. Thank you.
13 A And at that point there is a crossover to where
14| it would switch over onto the port's rail. And at that

15| point is where the trains would actually be sl owed down
16 | to ten mles an hour. So anything -- any rail comng in
17| and out of the port nust only go a maxi num speed of

18 | ten mles per hour.

19 Q kay.

20 A At that point also, the port has done a study

21| with TUV Rheinland to figure out howis the best way to
22 make safety nore secure as it transitions from

23 Burlington Northern into our railroad. They gave us a
24| few options. One of the suggestions was that we put a

25| high guardrail right at this point. A high guardrail is
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1| sonmething that stops derailnents and especially at that

2| speed. So a high guardrail -- if you can inmagine the

3| two rail tracks side by side, inside those two rail

4| tracks, there is another set of tracks that are spaced

5| maybe about ten inches to 12 inches on the inside. |If a
6| rail car at that point would want to derail, it is then

7 held up by the high guardrails and it would just sit

8| wupright. It would not overturn, especially at that

9| speed.

10 Com ng further along here -- and that high

11 | guardrail is all the way through the trench. This is

12 | what we call the trench is when it cones down and goes
13 | underneath the river and through the trench and up on
14| the other side. So that high guardrail is in position
15| all the way through this area. And ten mles an hour is

16 | the maxi num speed anywhere inside the port facility.

17 JUDGE NOBLE: Ms. Reed, we need to interrupt
18 | you because M. Stohr has a question.

19 M5. REED: Certainly.

20 MR STOHR M. Smth, could you show ne the
21 | ocation of the jail and the proximty to the pipelines

22| and storage facilities.
23 THE WTNESS: The Jail Wrk Center is right
24 here in the mddle of the industrial area, and the

25| offloading facility for Vancouver Energy is in the rail
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1 corridor to the north of Termnal 5. There would be a

2| pipeline comng fromthat unloading facility, along the
3| rail corridor and into this area which is being called
4 | parcel 1E where the storage tanks would be. Then there
5| would also be a pipeline comng fromthat storage tank

6 down this area and into the area of Berth 13 and 14.

7 MR. STOHR:  Thank you.

8 MR. BARTZ: Excuse ne. |If | maght, just for
9| the record.

10 Alastair, what's the nane of the road or the
11| street that you just -- when you -- the pipeline cones

12 | down fromthe storage tanks to the dock, what's the nane
13| of that?

14 THE WTNESS: Well, | alnost said it but

15| we've taken it up. It used to be called Gateway Avenue,

16 | but it is no |onger.

17 MR. BARTZ: Fine. W can find it. Thank
18 | you.
19 THE WTNESS: So once the rail cones through

20| the trench, it cones back out into the south peak, as we
21| call it, and it cones all the way through the rail yard
22 here. And there will be a little bit of rail

23 | configuration going on next year in this area, but it

24| will conme in on the south end, it will go clockw se

25| around here, and right at this point is when the BNSF
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1] will leave that train. You then will have Vancouver
2 Ener gy personnel, Savage nost probably, pick up the
3| train here and progress it through the unl oading
41 facility.
5 So the unloading facility will have

6| 30 nmanifolds, neaning they can unload 30 rail cars at

7| one tinme. And with 120 rail cars, they would progress

8| it through there four tinmes in order to unload all of

9| the rail cars.

10 Then Vancouver Energy Savage woul d place it
11| in an outgoing track that is in this area here. There
12 | would be an enpty track that woul d be designated for

13 | Vancouver Energy traffic. They would then call BNSF and
14 | say, this trainis clear to go, and then BNSF woul d be
15| the one who would take that fromthe storage tracks back
16 | into the mainline system

17 So your last point of the question is how it
18 | woul d get back to North Dakota. So there's ways of

19| doing it, that it could go -- there's no way that you

20| can just turn and go north. There's no rail access to
21| do that. So the few choices would be that they could

22| just go directly back east and go up into the Pasco area
23| and fromthere it could join on to the |lines going on

24 | the northern corridor into North Dakota, or they could

25| take it along this line here, then they could back up
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1] the enpty rail cars and then take themup north and go

2 | over Stanpede Pass.

3 BY Ms. REED:

4 Q Thank you. That answers ny question. And could
5| you please point out where the Cark Public Uility

6| Natural Gas Generation facility is | ocated?

7 A That is right here.

8 Q And that's next to the proposed Tesoro facility
9| and the Jail Wrk Center?

10 A That is correct. The Jail Wrk Center is here
11 | and so unloading the manifolds will be here in the --
12 Q So the natural gas facility is directly north?
13 A That is correct.

14 M5. REED: kay. Thank you. | don't have
15 | anything further.

16 JUDGE NOBLE: Thank you. |[Is there any other
17 | cross-exam nation of M. Smth?

18 There being none, it's time for redirect.

19 MR. BARTZ: Brief redirect.

20 REDI RECT EXAM NATI ON

21 BY MR BARTZ:

22 Q M. Smith, I'll join ny coll eagues and ask you
23| to go back to the photograph.

24 Bef ore the port got a new entrance, where again

25 was that H Il Track entrance?
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1 A This is a single track that cones right down

N

t hrough this area here.
Q kay. Thank you. And a few m nutes ago when

you were talking to the CGty's |lawers question and you

g A~ W

were pointing the enpty cars out that they were going to
6| be |eaving, what approximate termnal or area is that so
7 If -- 1 can't see you on the record, point. So where

8| would | go find that when | read this in a nonth?

9 A So this is Fort Vancouver over here.

10 Q |"mgoing to stop you, Alastair. You're way

11| off. So over here the train is finished unloading at

12 | Vancouver Energy's facility and it's conme out to that

13| area. Wat is that area called that you're pointing out
14 | right now? O how would | find that again on a map?

15 A That is in the port's rail infrastructure. So
16 | they're designated tracks within that, and we can get a
17| rail map for you, if you'd Iike, because there's

18 | designated tracks wth track nunbers that are all ocated
19 | to Vancouver Energy.

20 Q But it's up above Termnals 3 and 4. |Is that a
21| way to look at it?

22 A Yeah. So this train will be close to 7,000 feet
23| long. So it wll stretch quite a bit along the whol e

24 | northern side.

25 Q And then -- thank you. You can sit down. Last
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1| question, just to help with the record. | think you
2| said the rail -- the train goes underneath the river,
3| and | think what you neant to say, it goes underneath
41 the railroad bridge at the river?
5 A Yes, | id. Thank you.
6 MR. BARTZ: No further questions.
7 JUDGE NOBLE: Thank you. Are there any
8 | council questions?
9 M. Siemann.
10 MR. SIEMANN:  You nentioned that there are
11 | sone other tanks that store federal material. How many

12 | are there?
13 THE WTNESS: |'mnot 100 percent sure.
14 It's off of port property, but | think it's in the three

15| to four range.

16 MR. SI EMANN. Those are not on port
17 | property?

18 THE WTNESS: No, they're not.

19 MR. SIEMANN: | see. And you also

20| nentioned -- | thought they were on port property

21 because you nentioned that your safety record was

22 | excellent for the piping of that material. D d |

23 | m sunderstand sonet hing there?

24 THE WTNESS: So | tal ked about two or three

25| different conpanies at that sane tinme. W tal ked about
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Tesoro, we tal ked about the jet fuel, which actually
cones in under a NuStar contract, there's a pipeline
that NuStar has that goes all the way up on to Fruit
Valley Road. So it's about a mle north of the port
itself, and they have a tank farmthere that is not part
of the port conpl ex.

MR. SIEMANN: | see. So there are no other
tanks on port property that are storing any flanmable
l'i qui ds?

THE WTNESS: There are ones with Tesoro
that are on port property.

MR. SIEMANN. | see. But you don't know how
much that -- what the capacity of those is currently?

THE WTNESS: So on that one | do. They
have about 287,000 barrel capacity. They handle three
different commodities: gasoline, diesel and bi of uel s.

MR. SIEMANN:  And on those, is that what you
referred to when you said that the safety record was
excel | ent ?

THE W TNESS:  Yes.

MR. SIEMANN: Can you be nore specific, over
t he past, say, 20 years, how many spills or accidents
t here have occurred with those tanks or pipelines?

THE WTNESS: Wth the Tesoro ones?

MR SI EMANN:  Yes.
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1 THE WTNESS: | don't know of any one -- any
2| spills that were reported fromthat facility.
3 MR. SI EMANN:. Thank you.
4 JUDGE NOBLE: Any other council questions?
5 MR. SIEMANN: Actually, | did have one
6| other. Sorry, | forgot.
7 You al so nentioned this high guardrail

8| technology for the trains. How |long has that been used
9] inthe United States?

10 THE WTNESS: |I'mnot sure. |I'mnot really
11| involved in the rail side of it, but I did read the

12 | report fromour TUV Rheinland, which the port hired as a
13 | consultant, as to how we woul d nmake our thing nore

14 | safe -- our facility nore safe, and they gave quite a

15 | few recommendati ons and the high guardrail was one of

16 | them And each one of the recommendati ons they gave we

17 | i npl enent ed.
18 MR. SIEMANN. Thank you.
19 JUDGE NOBLE: Now, are there any questions

20 | from other council nenbers?

21 MR. SHAFER | have a quick question, just
22| to follow up on M. Sienann.

23 Wth the guardrail, have there been any

24 | other incidents anywhere in the country where that

25| qguardrail has been tested?
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THE WTNESS: That's -- I'mafraid | don't
know anyt hi ng about that.

MR. BARTZ: If | may, for the council
menbers, David Bartz for the port, the TUV Rheinl and
person is a prefiled testinony expert for the port and
you'll hear fromthat person in approximtely a week.

JUDGE NOBLE: Are there any questions based
upon the council's questions?

MR. BARTZ: Just one redirect, Your Honor.

REDI RECT EXAM NATI ON
BY MR BARTZ:

Q Al astair, could you just point on the map at the
Tesoro facility you've tal ked about that has been
getting liquid products for sone tine.

A That is this facility here.

Q Thank you, Alastair. And lastly, just to sone
of the questions. The safety record applies to the jet
fuel also?

A No, that is a different account. That is
handl ed by NuStar.

Q | understand. | didn't ask a very good
question. Have you had any reportable incidents with
the jet fuel cargo that you've also handled at the port?

A Not to ny know edge.

MR. BARTZ: Thank you. That's all | have.
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1 JUDGE NOBLE: Are there any other questions
2 | based upon council questions?

3 Al right. M. Smth, you are excused as a
4| wtness. Thank you very nmuch for your testinony today.
5 THE W TNESS: Thank you.

6 JUDGE NOBLE: Call your next wtness.

7 MR. JOHNSON:.  Your Honor, the applicant

8| calls Jared Larrabee.
9 M. Larrabee, if you could approach the

10 | witness stand and remain standing to be sworn, please.

11 JUDGE NOBLE: M. Larrabee, would you raise
12 | your right hand.

13 (Wtness sworn.)

14 JUDGE NOBLE: Thank you. Please be seated.
15 You may proceed.

16 JARED LARRABEE,

17 havi ng been first duly sworn, testified as foll ows:

18 DI RECT EXAM NATI ON

19| BY MR JOHNSON:

20 Q M. Larrabee, for the record, could you please
21 | state your full nanme and go ahead and spell your first
22 | and |l ast nane.

23 A Yes. M nane is Jared Larrabee. It's J-a-r-e-d
24| L-a-r-r-a-b-e-e.

25 Q Thank you.
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1 MR JOHNSON: And, Your Honor, before we

N

proceed, a couple of adm nistrative things. First of
all, we have provided M. Larrabee with a | aser pointer

so that he can use it when referencing exhibits.

g A~ W

However, | note that that will be directed above your

6 | head and naybe sone of the council nenbers, so if you

7| don't want it used, | don't want himto use it.

8 JUDGE NOBLE: | don't want himto point it

9| at ne

10 MR. JOHNSON: Okay. And the other thing is,
11 | Your Honor, it relates to exhibits that we'll be using

12 | during the course of M. Larrabee's testinony. First of
13| all, the applicant would nove to admt joint comon

14 | exhibit -- or parties common exhibit 01-08233. That's
15| the entire revised application for a site certificate.
16 JUDGE NOBLE: That is the |atest application
17| that has been filed that was the subject of sone recent
18 | notion practice?

19 MR. JOHNSON: That's correct, Your Honor.

20 JUDGE NOBLE: It's ny understandi ng that

21| that is an agreed exhibit and therefore PCE01l-08233 w ||
22 | be admtted.

23 MR. JOHNSON: Thank you, Your Honor. And

24| with regard to other exhibits, M. Larrabee wll be

25| testifying to a nunber of photographs. Those
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1 phot ographs are primarily at the TSS Exhibit 291 and TSS

2| Exhibit 289. Now, those exhibits contain nore

3 | photographs than we intend to have M. Larrabee testify
4| to and that we intend to offer into evidence. | can

5| offer themas we nove through or I can -- we can |i st

6| themnow and | can offer them | have coordinated with

7| counsel for the other parties and we resol ved any

8| objections to those, so they're stipulated to adm ssion.
9 | want -- for efficiency's sake, would |ike to know how
10 | you want to proceed.

11 JUDGE NOBLE: So TSS 291 and 289 have

12 | nultiple photographs. This witness won't be testifying
13 | about all of themtoday, but they are agreed to both of
14 | then?

15 MR JOHNSON: Yes, Your Honor.

16 JUDGE NOBLE: | will admt TSS 291 and 289
17| on the basis of that agreenent.

18 MR. JOHNSON: Thank you, Your Honor.

19 JUDGE NOBLE: | will admt all of the

20 | phot ogr aphs.

21 | BY MR JOHNSON:

22 Q Al right. M. Larrabee, can you just tell us
23 | your current enploynent status, please.

24 A Yeah. |'mthe general manager for Vancouver

25| Energy for Tesoro Savage Petrol eum Term nal LLC, which
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1 I s doi ng busi ness as Vancouver Energy.

2 Q M. Larrabee, I'mgoing to ask -- | knowthis is
3| hard to do and, you know, we've all been hearing it all
4| day, but let's try to slow it down because the court

5| reporter here is trying to tap away. And so just take

6| your tinme and that will be helpful to him

7 Coul d you just provide a brief -- well, first of
8| all, I should say you didn't provide prefiled testinony
9 in this case, did you?

10 A No.

11 Q Al right. And you're here as a fact witness to

12 | testify; is that right?

13 A Yes.

14 Q Ckay. Can you give just a brief description of
15| your education to the council, please.

16 A Yes. | have a bachelor of interdisciplinary

17| studies in finance and econom cs and a nmaster's in

18 | public adm nistration with...

19 Q kay. And can you please just provide a brief
20 | description of your work experience as it relates to

21 | your current position involving the term nal project?

22 A Yes. Wth Savage, |'ve been a business unit

23| leader. As a business unit |eader, | was responsible

24 | for our operations in the Pacific Northwest that focused

25| on crude-by-rail and crude-by-rail unloadi ng.
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1 Prior to that | was al so a busi ness director and

N

t he busi ness devel oper with Savage. Before working wth
Savage, | worked for Deloitte Consulting, working on

strategy and supply chain projects in the energy

g A~ W

I ndustry. |1've also worked in the nonprofit sector,

6 | finance sector and construction sector.

7 Q Ckay. And, again, can you just describe your

8 | current position because we want -- | want the council
9| to understand that you're here today to testify

10 | regarding the operations of the term nal.

11 A Yes. M current position as general nanager for
12 | Vancouver Energy is primarily related to ultimately

13 | getting the project up and runni ng which woul d incl ude
14 | hiring and operation practices, but also includes

15| responsibility as we go through the permtting process
16 | as well.

17 Q kay. And what are sone of your

18 | responsibilities in that position?

19 A Broadly overseeing all of the work extrenes and
20| work that we are doing related to this project.

21 Q Al right. | would like to turn your attention
22| to sone questions regarding the corporate structure of
23| the applicant. First of all, what is Vancouver Energy?
24 A Vancouver Energy is a joint venture between

25| Tesoro Refining and Marketing Conpany LLC and Savage
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1| conpanies that was established specifically to seek the

2 permts and ultimately build, own and operate the

3| termnal.

4 Q Okay. And is it not the case that the actual

5| entity that has applied for the permt for the term nal
6| is Tesoro Savage Petrol eum Term nal LLC?

7 A That is correct.

8 Q But for short you call that Vancouver Energy; is

9| that right?

10 A Yes. W have a doi ng business as Vancouver
11 Ener gy.
12 Q And can you describe what Tesoro is, the Tesoro

13 | conpany?
14 A Tesoro is a publicly traded refining and

15 | marketing conpany.

16 Q Ckay. And how about Savage?

17 A Savage is a privately held supply chain and
18 | 1 ogistics conpany.

19 Q And, again, what's the purpose of the joint

20 | venture that is Vancouver Energy?

21 A The purpose of the joint venture is to develop a
22| termnal that can deliver crude oil fromthe

23| md-continent of the United States to West Coast and for
24 | West Coast use in refining and transportation fuels.

25 Q And back to Tesoro. Tesoro is arefiner, is it
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1 not ?

2 A Yes. Tesoro's a refining and marketing conpany.
3 However, the termnal itself is not proposed to be a

4| refiner at all -- or arefinery at all, but it's

5| proposed just to be a transfer term nal.

6 Q And what entity will actually operate the

7| termnal?

8 A We woul d anticipate that Savage would be the

9| primary operator of the rail unloading structure and the

10 | tanks, and Tesoro woul d be the operator of the dock

11 | infrastructure and the dock operations.
12 Q kay.
13 A To be clear, that is an integrated system So

14| not only the assets are integrated but also the

15 | operations are integrated. So there would be a joint
16 | working relationship across the entire facility.

17 Q | understand. And we'll be getting to a

18 | description of the facility in a few mnutes. Wuo wl|l
19 | have responsibility for the crude that's delivered to
20| the termnal?

21 A The custoners will have ultimate responsibility
22| for delivery to the termnal and delivery away fromthe
23| termnal. Wen the crude oil is received at the

24| termnal, then the entity, Vancouver Energy and those of

25| us operating the terminal, wll have care and cust ody
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1 responsibility the entire tine that it's at the

2| termnal.

3 Q W I | Vancouver Energy, or Savage for that

41 matter, own the crude?

5 A No. Neither Vancouver Energy nor Savage w ||

6| own the crude. It is anticipated Tesoro wll also be a

7| custonmer of the termnal, and as a custoner of the

8| Tesoro termnal, Tesoro would have sone ownership of the
9| crude that they transport fromthe facility.

10 Q And there were sone questions froma counci

11 | nenber | believe earlier today -- by the way, have you
12 | been here for the testinony today?

13 A Yes.

14 Q Ckay. And there's a reference to the use that
15| Tesoro mght put to Termnal 2 and what the initial

16 | commtnent in terns of volune mght be. Do you know

17 | what that is?

18 A 60, 000 barrel s per day.

19 Q | want to introduce -- or have you introduce to

20| the council the facility itself, and nmaybe one way we

21| could do that would be to essentially followthe oil, if
22| you will. So if you could describe for the council what
23| will happen once the oil arrives frommd-continent into

24 | the greater Vancouver vicinity and then noves into the

25| facility, please.
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1 A Yeah. This is a little bit what M. Smth al so
2| referred to, but the crude oil would -- once it arrives
3| on port track, the trains would be traveling at

4| ten mles per hour. BNSF would be operating those

S| trains. Wen they cone into the | oop track area, that

6| would transition to our operators operating the trains.
7| Qur operating requirenents are no nore than five mles
8 | an hour while they're going through the facility. And
9| the trains would then nove through the unl oadi ng area
10 | and be connected 30 cars at a tine, as was descri bed,

11 | and unl oaded, and then once the train is fully unl oaded,
12| it would depart the facility. The crude oil itself

13| would be |loaded -- transitioned over to the pipes -- or
14 | the tanks, excuse nme, and fromthe tanks woul d then be

15 | transitioned through pipes over to the dock for vessel

16 | | oadi ng.
17 Q Okay. Maybe we can take a closer | ook at that.
18 MR. JOHNSON: If you could, please, display

19 | Exhibit 1, page 214, please.

20 BY MR JOHNSON:

21 Q And while we're waiting for that to cone up,

22 M. Larrabee, |'ve heard you describe what's happening
23| there as al nbst a warehouse operation. Can you describe
24 | what you nean when you describe it that way?

25 A Yes. So atermnal like this is the oi
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1| industry's equivalent to a warehouse wth a cross dock,

N

nmeaning a facility that noves from one form of
transportation to another formof transportation.

Thr oughout, when you | ook at why warehouses are put in

g A~ W

place, it's typically because of the ratability or

6| short-term storage needs when a product is noving from
7| one formof transportation to another or when it's in
8| transit fromone place to another. So that's roughly
9| the equivalent of what it is.

10 Q And | need to do a better job identifying

11| exhibits. It's PCE. It's a PCE exhibit. So PCE

12 | Exhibit 1.

13 M5. MASTRO. Page --

14 MR, JOHNSON: Page 214.

15 JUDGE NOBLE: Are we tal ki ng about the

16 | application?

17 MR. JOHNSON: Yes, it's a page fromthe

18 | application, Your Honor.

19 JUDGE NOBLE: | think that -- | just worked
20| that out. | think that it was identified slightly

21| differently than it should be. It's Exhibit 0001, and

22 I ts subsequent nunber after that for the pages is
23 | 008233-PCE, the 2016 application.
24 MR. JOHNSON: Yes, Your Honor. That's the

25| entire page count for the --
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1 JUDGE NOBLE: Yes.

2 MR. JOHNSON: -- for the docunent. However,
3| it is now being displayed.

4 BY MR JOHNSON:

5 Q So can you go ahead and wal k through the primary
6| areas -- well, first of all, | ask you to describe what

7| this is.

8 A This is a rendering or drawi ng of what the

9| facility would ook Iike over by the -- it's an

10 | engi neering drawi ng over by the loop traffic area,

11| Term nal 5.

12 Q kay. And there's sone shaded areas there. |If
13 | you could, using the |laser pointer and, again, ensuring
14| that you direct it solely at the exhibit and not at a
15 | council menber or the judge, could you point out the

16 | areas that are highlighted there and descri be what they
17 | are, please.

18 A Yes. R ght here is area 200 in the top of the
19| rail track.

20 Q |"mgoing to stop you for a mnute because | nmay
21| need to do a little describing for the benefit of the
22| record as we do this. And what woul d nmake that easier
23| would be if you could -- as you're describing it, note
24 | that, you know, the exhibit is marked with that area

25 which is hard to see, but, in fact, it is marked. So
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1| you're pointing to area 200, for instance. Ckay?

2 A Yeah. |I'mpointing to area 200 here, which is
3| the rail car unloading area. It is also where our

4| office facilities would be. It is over the |loop track
5| and it's where the trains will initially arrive and be

6 connect ed.

7 Over here is area 300, which is where the crude
8| oil wll be delivered fromthe pipes to the tanks. This
9 Is also what Alastair referred to as parcel 1A

10 Down here is the dock area. The dock area is

11| area 400. And that is the existing docks that Alastair
12| referred to as well.

13 Area 500 is the piping that connects all of the
14 | facility together.

15 And area 600 is over to the left of the -- of

16 | area 200, and that's where the boiler buildings woul d be

17 | | ocat ed.

18 Q And just to put this in context, the | oop track
19| is shown there; is that correct?

20 A Yes. The loop track here is Termnal 5 and is

21| the existing loop track that the port has put in.

22 Q And just for context, can you tell us the

23 | approximate distance of the |oop track fromthe |-5
24 | Dbridge where the Port of Vancouver rail track begins?

25 A So the dock right here from-- distancewi se to
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1] the rail bridge is approximately two mles, and to the

2] 1-5 Dbridge is approximately 2.75 m | es.

3 Q And approxi mately how far are the tanks that you
4| referred to earlier fromthe river?

5 A From the cl osest bermon the tanks to the river

6 | bank, the highest river bank, is approximately a third
7|1 of amle. That is actually simlar -- it's just a

8 little bit closer for the rail unloading facility at

9| area 200. The closest track in that unloading area to
10| the river is approximately a third of a mle.

11 Q kay.

12 MR JOHNSON:  And could we have the sane

13 | exhibit that's PCE 1, page 685, please, 0685.

14 | BY MR JOHNSON:

15 Q And while she's bringing that up, | just wanted
16 | to ask you a few questions about the type of crude oil
17| that will be handled at the facility. Wat specific

18 | type of crude is the term nal designed to handl e?

19 A The termnal is designed to handle

20| pipeline-quality crude oil wth an APl gravity range of
21 15 to 45.

22 Q Ckay. First of all, what's API?

23 A So APl is the Anmerican PetroleumlInstitute.
24| |t's an industry body that sets standards for how the
25| industry operates.
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1 Q Ckay. And what's a range of 15 to 45? Wat do
2 | those nunbers nean?

3 A So APl gravity is a way to designate various

4| crudes. It's a neasure of the density of the crude oil
5| as conpared to water. A higher APl gravity is a lighter

6| crude oil and the |ower APl gravity is a heavier crude

71 oil.

8 Q Ckay. So an APl of 45 would be a lighter crude?
9 A Yes.

10 Q And 15 conversely woul d be a heavi er crude?

11 A A heavi er.

12 Q Al right. Let's |look back at this exhibit, if

13 | you could just describe what that exhibit shows.

14 A kay. So this is also a rendering nore to what
15| the facility would ook like. The long building here is
16 | the -- it's actually a covering there is what -- where
17| the rail car unloading would occur.

18 Q kay. And, again, this shows, |ooks |ike, sone
19 | type of a building there, alum num support building. It
20 | shows sone tanks over in an area marked storage 300.

21 | Now, those structures aren't presently there; is that

22 | correct?

23 A That is correct. These structures are not here.
24| This is a rendering of what the facility would | ook Iike

25| assuming it was built.
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Q kay. Pl ease conti nue.

A So area 200 that we referred to in the
engineering drawing i s represented here. Qur operating
facilities would be out here in this area, neaning the
office -- where all the office area would be | ocated.

Area 300 over here is where the tanks are.

Area 400 is the marine facilities over here to
the right over by the river.

And then as referenced, the boiler building is
area 600 down here to the site. And as nentioned, the
dock area fromthis dock area to the I1-5 bridge is about
2.75 mles.

Q kay. So back to sonme questions about the types
of crude you were describing. You discussed an API
gravity range of crude of 15 to 45. Do you expect nore
or less of any particular type of crude within that
range to be processed through the termnal?

A The facility is designed to handle nore of the
| i ghter crude oils, which is equivalent to the Bakken
crude oils.

Q All right. And why is there a limtation on the
range of 15 to 45? Presunmably there are nunbers that
are outside that range?

A Yes. So there's a nunber of reasons that we

woul d have a limting factor on the range. W would
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1| design the facility to a certain standard, and those

2| facility designs and everything that's built around that
3| isrelated to the design -- excuse ne, to that range

4| that we have proposed. Once we have done that, we would
5| also have contractual obligations that we would require

6| our custoners to neet that range. There's a nunber of

7 reasons why you would do that. One of those prinmary

8| reasons is commercially, the protection of the product

9| that the custoners own and nmaki ng sure that what they

10 | purchased and what they receive renmains the sane, and so
11| you try to stick within that range.

12 Q kay.

13 A And you require your custoners to neet that

14| range in order to stick wthin that range.

15 Q And that will help you protect the facility
16 | assets that have been designed to handle that?

17 A That's right. That's right. So it protects
18 | kind of commercially the custoners. It also protects

19 | the assets that we have designed and built as well.
20 Q Ckay. Let's nove to capacity. So we've
21 | discussed the general |ayout, we've discussed the type

22 | of crude. Now, how about the capacity of crude? What

23| is the termnal's capacity?
24 A The facility is designed -- well, so, first of
25| all, we discussed the capacity as far as a maxi nrumdaily
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average. The reason that we've done that is, as a
supply chain and | ogistics, we understand that there's
variability and not pure ratability of both inbound or
out bound shipnents. So the facility's capacity is a
maxi mum dai ly average of four unit trains per day, which
equates also to 360,000 barrels a day. That is four
unit trains nultiplied by 120 cars nmultiplied by 750
barrels per car. Now, each train may vary slightly or
each rail car may vary slightly. So that was a very
conservative way to | ook at that.

The 360, 000 barrels a day also refers to
t hr oughput, not just inbound or not just outbound
capacity, which neans we're also | ooking at the vessels
when we | ook at the facility capacity. So we're | ooking
at both inbound, outbound, as well as what we can have
at the facility itself.

Q So you describe -- you described a maxi nrum daily
average as expressed in terns of nunber of trains in a
day. Does this nean that you wll never have nore than
four trains a day at the termnal in any 24-hour period?

A It does not nean that. Again, one of the things
that we |l earned as a supply chain conpany is that there
Is variability in the supply chains noving to or froma
facility. So to account for that, we used -- and in

full transparency, we used the maxi num daily average
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1| termto account for that. So the exanple | would use is

2 | the exanple where you have four trains planned to arrive
3| at the facility, and one of those trains, instead of
41 arriving at 11:00, arrives at 12:30 a.m in the norning.
5| Technically you now have three trains on one day and

6| five trains on another day. So we would anticipate, in
7| working with the railroads, that there are instances

8 | where that woul d happen and we need to account for that.

9 Q Is there any way you can actually predict how
10 | nuch crude will arrive or be shipped on any given day?
11 A Yeah. Again, as a supply chain and | ogistics

12 | conpany, that is sonething that is always a chal |l enge;
13| it is always sonmething that we're | ooking at.

14 To the specifics of hours or wiwthin a couple of
15| hours, it is always very challenging to predict that.
16 | So we |look at that as a broad system which neans we

17| have to |l ook at both the inbound capacity and what's

18 | happening with the railroads on the inbound side, the
19 | outbound capacity, what's happening with the vessels on
20 | the vessel side, and then how we're nmanagi ng the

21| facility itself.

22 Q And do you control the rail delivery rate?

23 A No, we do not control the rail delivery rate or
24| the railroads and the timngs of those trains fromthe

25 rail roads. W schedule with them W work with our
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custonmers to schedul e them

Q And in ternms of the maxi num daily average,
particularly the 360, 000-barrel -a-day average and over a
| onger period of term the four day -- the
four-trai n-per-day average, is there data that you woul d
provide over tine to verify that, in fact, you were
neeting that or not exceeding that nmaxi numdaily
aver age?

A Yes, absolutely. So as a facility operator, and
as M. Smth pointed out, we have an obligation to pay
our fees to the port, both based on the barrels that are
transl oaded through the facility as well as based on the
rail cars that pass through the facility. So we would
be reporting that both froma vol une perspective,
whether it's rail cars or barrels, to the port, and
woul d al so be, acconpanying that, our fees that go al ong
Wi th that.

W woul d anticipate, just |ike any other
facility that is managed t hrough the EFSEC process, but
we woul d al so have a nonthly reporting to the EFSEC
council as well related to our regul ar operations of the
facility.

Q Ckay. Thank you. And you just referenced
M. Smth's testinony. | don't want you to repeat what

he said. However, fromthe applicant's perspective, why
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1| did Vancouver Energy select the Port of Vancouver site?

2 A Yeah. So the first thing | would |like to point
3| out that M. Smth did nention was that the port went

4 | out seeking proposals related to the project. Now, we
5| had separately been | ooking for an area that woul d

6| accompdate a facility like this as we were going

7| through that. And when the port went out for -- wth

8| their proposals, this facility -- or this area actually
9| nmet very well what we were | ooking for.

10 There were two primary investnents that made

11 | that possible and nmade it such a good area for us to

12| | ook at. The first one was the one that M. Smth

13| referred to, the West Vancouver Frei ght Access, which
14| really nmade -- gave new rel evant structure to the area.
15 The second is one that has been going on for a
16 | nunber of years and that was the deepening of the

17| Columbi a River channel. The deepening of the Col unbia
18 | River channel to 43 feet goes up to the I-5 bridge and
19 | was designed, to ny know edge, primarily to bring in

20 | deeper draft vessels and nore vessels to the area to

21 | increase vessel commerce in the river area.

22 When you conbi ne those two maj or investnents

23 | together, what you have, and particularly when you | ook
24 | at the Bakken region, is the closest deepwater port wth

25 rail access, with mainline rail access to deliver the
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1| crude oil to the facility, get it on the water and

2| deliver it to the refineries the way that they already

3| are designed to handle cruel oil deliveries, which is by
4| vessel.

5 Q And do you know whet her the channel - deepeni ng

6| project and/or the Wst Vancouver Freight Access project
7 underwent environnental review?

8 A Yes, they did.

9 Q And can you again just -- to focus on the

10 | benefit to Vancouver Energy, what's the benefit of the
11 | deepwater port here in Vancouver?

12 A So there's a nunber of benefits. One being

13| that, as M. Alastair pointed out, the BNSF nmainline

14| comng in. What that really does is it keeps --

15| particularly when | ooking at the Bakken, it keeps the
16 | rail transportation to the facility on a single

17| railroad, primarily. The BNSF has access directly to
18 | termnals in the Bakken. So you're not transitioning
19| froma short line rail or a different railroad, but you
20 | have direct access fromthe BNSF all the way through to
21| the general site, and at the termnal site, you're not
22| transitioning to a short line rail there either.

23 We believe that one of the benefits that

24 | provides actually is a safety benefit because it's --

25| there are no handoff points or transition points al ong
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1| the way.

2 Q And, again, do you know if there are any other

3| deepwater ports in closer proximty to the m d-continent
4 | production, say, for instance, in the Bakken?

5 A To ny know edge, there are no ot her deepwater

6| ports closer to the md-continent regi on where that

7 production is occurring.

8 Q And | realize there's been a lot of reference to
9| BNSF Railway. Do you anticipate BNSF being a carrier of
10 | the crude delivered to this facility?

11 A Yes, we woul d antici pate BNSF being the primary
12 | carrier to the facility.

13 Q And there was sone testinony this norning about
14| limted pipeline access to the md-continent. Does that
15 | bear on Vancouver Energy's decision to place the

16 | termnal project here at the Port of Vancouver?

17 A Yes, it does. Not having pipeline access to the
18| md -- excuse ne to the West Coast or fromthe
19| md-continent to the West Coast has -- does play -- and

20| makes it a very good location to put a facility like

21| this and to try to connect those two existing supply

22 | chai ns together.

23 Q And, again, are the refineries that you

24 | anticipate shipping crude fromthe project positioned to

25| receive crude by water?
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1 A Yes. Al of the refineries on the Wst Coast

N

that are on the coastal area receive crude by water

3| today, to ny know edge.

4 Q kay. And earlier today there was testinony

5| about a lease with the port for the site on which the

6| termnal will be |Iocated. Have you been involved in the

7 negoti ati ons surroundi ng that | ease?
8 A | was not involved in the initial negotiations,

9| but | was tangentially aware of them happeni ng and have

10 | viewed many part -- aspects and parts of the |ease in ny
11| role.

12 Q And are you famliar with the terns of the

13 | | ease?

14 A Yes, | am

15 Q What's the duration of that |ease?

16 A The initial termis ten years, plus two

17| five-year extensions for a total of 20 years.

18 Q kay. And what happens at the end of the term
19| of the | ease?

20 A At the end of the termof the |lease there is a
21 | structure and pathway that would allow for

22 | decomm ssioning the facility -- of the facility or

23 | handing over the assets -- ownership of those assets to
24 | the port.

25 Q Ckay. And would that nean transferring title of
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1| the assets to the port?

2 A Yes. That would be a full transfer of title of
3| the assets to the port.

4 Q And woul d that happen autonatically at the end
5| of the 20-year ternf

6 A We woul d anticipate that the transfer of the

7] title would require the port to go through a process

8| wth EFSEC if they wanted to continue to operate those
9| facilities.

10 Q Does the | ease address financial assurances

11 | requirenents?

12 A Yes, it does. There's a nunber of financi al

13 | assurance requirenents throughout the | ease. However, |
14 | woul d point out that we do not view those as ultimately
15| the financial assurances we would have for the facility,
16 | but those would be the mininuns that were required by

17| the port at the tine we sign the |ease.

18 MR. JOHNSON: And, Your Honor, before |

19| continue, | would note for the council's benefit that

20| the -- a copy of the |ease and an anendnent to the | ease
21| are included at -- | believe it's the Gty of

22 | Vancouver's exhibits, nunber 3068075 and 3070007. |If

23| there's no objection to admtting those exhibits at this
24| tinme, | would offer theminto the record.

25 JUDGE NOBLE: Well, first, let ne ask if
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1| there is an objection to those two docunents. The | ease

2| is contained in two different exhibits?

3 MR. JOHNSON:  Your Honor, there's a --

4| there's a -- the original |ease and an anendnent to the
5| |ease.

6 JUDGE NOBLE: Ckay. |Is there an objection?
7 |"mgoing to confirmthat nunber. 3068 -- 30680757

8 MR, JOHNSON: 3068075, correct, Your Honor.
9 JUDGE NOBLE: 3068 is the exhibit nunber,

10 | and then you are referring to 075 as a --

11 MR, JOHNSON: Well, Your Honor, the way we
12 | understood the marking of these exhibits was that we

13 | were supposed to -- when we initially designated the

14 | exhibits, we would put the exhibit nunber and then the
15 | total nunmber of pages. So when we refer to the entire
16 | exhibit, we're referring to -- and | think we're all on
17| the sane page. W're referring to exhibit nunber 3068,
18 | | guess | need to stop there, and 75 is the total nunber
19 | of pages.

20 JUDGE NOBLE: Right. | just wanted that to
21| be clear for the record, because the actual nunber of
22| the exhibit is the 3068. Since there's been no

23 | objection --

24 MR. POTTER  But the amendnent, the exhibit

25 nunber is?
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1 MR, JOHNSON:  3070.

2 JUDGE NOBLE: 3070. Sorry for talking over
3| counsel.

4 So 3068 will be admtted. There's been no
5| objection and 3070 will be admtted. There's no

6 | objection.

7 BY MR JOHNSON:

8 Q Al right. Thank you, M. Larrabee, for your

9 pati ence. Back to the | ease.

10 Does it specify specific uses for the |eased

11 property?

12 A It does. And it does not specify a refinery, or
13| said differently, we cannot use the facility for a

14| refinery, the |lease area for a refinery.

15 Q And you nade note during this colloquy about the
16 | exhibit nunber, |I referenced an anendnent. Has the

17 | | ease been anended?

18 A Yes, it has been anended.

19 Q And when did that occur; do you recall?

20 A It was the end of April of this year, end of

21| April of 2016.

22 Q And can you descri be sonme of the key features of
23 | that anmendnent?

24 A There were a nunber of changes that took place.

25| One of those was an increase in the fee that we pay to
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the port currently to use the facility. There was an
amendnent that extended the tine allowed for permtting.
There was an anmendnent that restricted delivery of crude
oil to West Coast ports. And there were a nunber of
other itens as well.

Q kay. I|I'msorry, | don't want you to have to
repeat yourself, but | just want to nake sure we nail
down the financial assurances piece, and you may have
al ready answered ny question. What were sone of the
el enents again? Did you nention workers' conpensation?

A No, | did not. So there are -- there are
financial assurances in there related to workers'
conpensation, and related to environnental, related to
autonobi |l e and other liabilities.

Q Do you view those as the maxi nrum fi nanci al
assurances from --

A No. W view those as the m ninumthat were put
in place by the port at the tine we were |easing.

Q And can you just --

JUDGE NOBLE: Just a nonent. | have a
question, a clarification question, M. Larrabee, if |
may i nterrupt.

When you say "financial assurance
required" -- "requirenents in the |lease,"” you're

I ncl udi ng wor kers' conpensation requirenents?
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1 THE W TNESS: There are insurance sections

N

in the | ease and the insurance sections stipulate

3| various aspects of what we have to have insurance for

41 related to the facility.

5 JUDGE NOBLE: And you said sone kind of

6| environnmental liability. D d you say that?

7 THE W TNESS: Yes, yes.

8 JUDGE NOBLE: Could you give ne a little bit
9| nore detail about what that is and what sorts of

10 | instrunents would provide that financial assurance?

11 THE WTNESS: So it's in the insurance

12 | section of our lease. There's actually, | believe, a

13| witness that we have later on that would be able to talk
14 | nore specifically to those itens that are in there and
15 | what specifically it is. | don't renenber the specific
16 | elenents of that or the specific aspects of how or what
17| those requirenents are in that insurance section. | do

18 | renenber that there were those categories in the | ease.

19 JUDGE NOBLE: Good. Thank you. Could you
20| tell me what witness that woul d be?

21 MR. JOHNSON:  Yes, Your Honor. It wll

22 | be --

23 THE WTNESS: M chelle Hollingsed.

24 MR. JOHNSON:. M chelle Hollingsed, Your

25 | Honor.
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1 JUDGE NOBLE: Thank you. Sorry for the
2 I nterruption.

3 BY MR JOHNSON:

4 Q Could you just briefly describe the fee

5| arrangenents under the |ease?

6 A Yes. So Alastair actually nentioned that

7| already. The fee arrangenents could i nclude a wharfage
8| fee, rail car fee, a per-barrel fee and a track

9| maintenance fee, as well as a fee for the lease. And |
10 | believe Alastair also referenced the -- in aggregate on
11 | an annual basis, full -- billed out at full capacity,

12| those | eases would be $60 mllion a year annually.

13 Q And does the | ease address deconmi ssi oni ng?
14 A Yes, the | ease does address deconm ssi oni ng.
15 MR. JOHNSON. Coul d you put up Exhibit

16 No. PCE 1, page 658 again, please.

17 | BY MR JOHNSON:

18 Q And I'mgoing to ask you a question about a

19 | series of photographs. Can you just describe for the
20| council, first of all, who took these phot os?

21 A These photographs are pictures that | took from
22| the areas near or coming into the term nal area.

23 Q Ckay. And can you now, |ooking at this map,

24| generally identify the areas from which those photos

25| were taken, and then I'll show you a series of photos
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1| that you can describe those |ocations.

2 A Yeah. So there are five or six pictures that

3| wll be showmn. The first one starts over here, which is
41 in the area just to the west of the Termnal 1 area that
5| the court referenced.

6 Q For the record, let ne just say you're pointing

7] just generally to the south of what | ooks |ike No. 20;
8| is that right?

9 A | believe so.

10 Q Ckay. Go ahead.

11 A My eyes also aren't that good anynore.

12 There's another picture that is just to the
13| north of the rail term nal area between -- between

14 No. 12 and No. 8, right here. And then the photographs
15| then nove over closer to the term nal area. There's one
16 | down here that is |ooking back towards downt own and

17| towards the grain elevators, right next to the far-west
18 | buil ding and | ooki ng back towards where the tanks woul d
19| be located. There's a picture that is up on the

20 | overpass structure right here, |ooking down into the

21| rail yard -- or rail area where the unloading would

22| occur. And then there's a picture on the |eft-hand side
23| here, just inside the | oop | ooking, again, back towards
24 | downtown and towards the grain elevator. And then

25| finally, | believe, there's a picture that's over on
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1| this side of the rail area down by the water, again,

2 | ooki ng back towards the rail bridge and the |-5 bridge.
3 Q Ckay. And unfortunately we can't -- it's

4| difficult to switch back and forth, so | just wanted you
5| to orient the council. Now we'll actually |ook at the

6| photos and if you could describe what they depict.

7 MR. JOHNSON: Could you please call up --
8| this is Exhibit 291, page 1.

9 BY MR JOHNSON:

10 Q And if you could, for the benefit of the
11 | council, just describe what this photograph depicts.
12 A Yes. So this is the road that M. Smth

13| actually referred to that was built right through the
14| mddle of that property. So this would be the property
15| that is currently to the right and to the left that is
16 | currently the waterfront devel opnent property, a G aynor
17| property. And this is the end of that street, G ant

18 | Street right there, Gant Street and Col unbia Street

19 | intersection, |ooking backwards, you can see the grain
20| elevators that are port property back in the background
21 | there.

22 Q And | -- sorry, | would invite you to use the
23 | | aser pointer when you're referencing things |ike the
24 | grain elevators.

25 A Trying to be conscientious and not wanting to
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use it.

Q No, | understand.

A To the left is the river and the rail bridge
actually back in the back right here. And to the right
Is the rail track that the port did the work to -- that
BNSF did the work to --

MR. JOHNSON. Page 2, please.
BY MR JOHNSON:

Q Can you descri be what this shows?

A Yes. So the grain elevators, again, in the
background. This is at the intersection of Thonpson
Street and 20th Street here. There's a rail spur here
t hat goes back to the properties that are operated back
here in this area, and behind where the photograph was
taken is the -- to ny know edge, the cl osest edge of the
Fruit Vall ey nei ghborhood where that's at. To the right
by the rail crossing intersection sign there is the
water treatnent facility.

Q It |ooks like there's sone railroad tracks there
that cross the street. Do those railroad tracks go into
the termnal site?

A No, they do not.

Q Is that a spur into sone of the facility?

A That is a spur off of the port. | believe it

serves the facility behind the trees that's right there,
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1| but I'"mnot 100 percent sure.

2 MR. JOHNSON. Page 4, please.

3 BY MR JOHNSON:

4 Q I f you could just describe what this depicts.
5 A Yes. So this is now before you go up over the

6| flyway and down into where the loop track area is, and

7 It's | ooki ng back now towards downtown. So you're on

8| the other side of the grain elevators, north of the

9| grain elevators | ooking south. You can see the grain

10 | elevators back here in the background, the far-west

11 | building over here on the right. The tanks woul d be

12 | | ocated over here back in this area, and the pipeline

13 | would cone through this area. And then to the right, it
14 | would go down towards the dock off -- on the side of the
15| page -- page to the right, and back behind the

16 | photographer is where the loop track is |ocated and the

17| rail -- excuse ne, and the road flyover.
18 MR. JOHNSON: Page 6, please.
19 A So this is up on top of the road before you go

20| down into the loop track. The Cark Public Uilities
21 plant is to the right on this photo, and to the left on
22| the photo is the rest of the |oop track, as well as the
23 river further to the left. The facility, the rail

24 | unloading facility, would be constructed right in this

25| area, and our operations building would be over in this
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1 area down in here.

2| BY MR JOHNSON:

3 Q And let the record reflect that you're

41 indicating the facility would be constructed on

5| approximately the -- one, two -- three left rail --

6 A Yes.

7 Q -- rail -- okay.

8 A The three inside rails approximtely is where

9| the unloading facility would be | ocated. And that --

10 | our |ease does not include -- with the exception of a
11| small portion of time during construction, does not

12 | include the interior of the |oop track for all intents

13 | and pur poses.

14 Q Thank you.

15 MR. JOHNSON:. Page 11, pl ease.

16 BY MR JOHNSON:

17 Q And this one --

18 MR. JOHNSON:. Can you flip that around,

19| rotate it.

20 A | can begin to describe what that is.

21 | BY MR JOHNSON:

22 Q Sure, that woul d be great.

23 A That's down by the river's edge. |If you were to
24| go directly over the road and then cone straight from

25| there up to the river's edge and then wal k to where you
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1| can get out on the edge and | ook back up river, that is

2| what is depicted here. So the dock area that we woul d
3| be operating is not this closest dock but the one right
41 behind it there. You can see in the far distance the
S| rail bridge and further behind that the towers for the
6| I-5 bridge. Again, fromthe dock area to the rai

7 bridge is approximately two mles and anot her

8| three-quarters of a mle roughly between the rail bridge
9| and the |I-5 bridge.

10 Q Thank you. Before we start discussing specific
11 | operations in various parts of the termnal, | was

12 | wondering if you coul d di scuss whet her you've devel oped
13 | any kind of safety plans for the facility.

14 A Yes. W have a safety plan that has been

15 | devel oped and was submtted as part of the application.
16 | will point out that as we go throughout the processes
17 like this, we will have an initial plan, but it wll

18 | always be updated to reflect the ultimate design and the
19 | wultimate operations of the facility. So it wll go

20| through the rail bridge as well.

21 MR. JOHNSON: And for the benefit of the

22| council, that's at PCE Exhibit 1, page 4901. However,

23| there's really no reason to call -- that's a nultipage
24 | docunent so you don't need to call it up.
25
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1 BY MR JOHNSON:

2 Q Earlier when we were tal king generally about how
3 the termnal will function in terns of trains arriving,

41 you described a bit about trains entering the port being
5| manned by the BNSF and you referenced a speed limt.

6| Can you remnd ne what the speed |imt wll be?

7 A Yeah. The port speed limt is ten mles an hour

8 | on port track or port property. Qur operating

9 procedures that are in the operating manual s al ways

10 | dictate with unit trains doing rail unloading crude, no
11| nore than five mles an hour when we operate those

12 | trains.

13 Q And where will the train be positioned once it

14| arrives in the termnal?

15 A Once it arrives into the termnal, it would be

16 | noved to the unloading area, and at that point in tine

17| it would be stopped and secured for the unloading

18 | process to begin.

19 Q kay. And |'ve heard you in the past reference
20| sonething called "the red zone." Wat's the red zone?
21 A So that's one of the procedures that we

22 | established. There's a nunber of rail operating
23 | procedures, and along with our safety procedures, we
24 | have a very extensive operating procedures manual that

25| would be in the facility and docunent ed.
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1 A red zone is when you have conpl ete

N

verification that the train cannot nove and no one is
allowed to get -- to work in the area where the train

woul d be |ocated until that red zone is established. So

g A~ W

that includes securenent of the rail cars and naki ng

6| sure that a sufficient nunber of brakes are set. You

7| would also take the -- trying to think of the -- an easy
8| way to explain this. But it's essentially equivalent to
9| turning the key off in your car, taking the key out so
10 | that it cannot be noved, the | oconotives cannot be

11 | noved, and setting the energency brake so the energency
12 | brakes are set in that process.

13 Q WIIl the loconotive renmain attached to the other
14 | rail cars during the unl oadi ng process?

15 A Yes. W would anticipate that nost of the tine
16 | the I oconotive would be attached to the rail cars.

17| That -- when you're operating in the |oop track area,

18 | that actually has sone safety benefits. Anytine you're
19 | operating rail, the nunber of novenents that you have

20 | and the nunber of connects and di sconnects actually are
21| all opportunities for safety incidents to occur. And so
22 it's one of the benefits of operating a | oop track

23| facility is to mnimze those nunber of connections and
24 | di sconnection points.

25 Q kay.
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1 MR. JOHNSON: And, Ms. Mastro, I'mgoing to
ask you to pull up Exhibit No. 289, starting with

N

page 3. And this wll be a series of photos.
BY MR, JOHNSON:

g A~ W

Q Can you just describe where these photos were

6| taken?

7 A These photos were taken at the Anacortes crude
8| offloading facility. It is a facility that is owned by
9| Tesoro and operated by Savage. The facility is built
10 | slightly different than the facility will be when we're
11 | operating here. But it does denonstrate the unl oadi ng
12 | process and how t he unl oadi ng process woul d occur.

13 Q Can you just describe for the council the

14 | primary differences between the Anacortes facility and
15 | the Vancouver Energy term nal ?

16 A From an asset perspective of what's actually

17| constructed, there are three primary differences that |
18 | would point out. One of thembeing this is a | adder

19 | track instead of a |oop track. But what you woul d have
20| here wth two sets of cars next to each other is equal
21| to what you would see at our facility.

22 Anot her difference is that there is an el evated
23| platformat the Vancouver Energy termnal facility where
24 | this one does not have an elevated platform The

25| elevated platformwould allow the workers to stay up on
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1| top of the rail cars versus going up and down stairs.

2 Here we use a nobile platform but that would not be the
3| case at the Vancouver Energy facility.

4 And the third major difference is that there is
5| a covering at the Vancouver Energy facility, or proposed

6| to be covered over the top of that and this facility

7| does not have that type of covering.

8 Q kay. And this series --
9 JUDGE NOBLE: M. Johnson, sorry. | tried
10 | to get you before your next question. | -- it is now

11| 3:30 and we are going to be ending today's session at
12| 4:00. And | just wanted to check with the court

13| reporter to make sure that he is all right to go until
14| 4, or if he needs a brief five-mnute rest.

15 You okay? We'Ill have to stop with the

16 | questioning about 3:55 so that we can adjust for the

17| public, and for all the parties here, tal k about the

18 | witnesses for tonorrow and briefly subject nmatter. And

19 | after -- at 4:00 we'll be stopping early for the site
20| wvisit. Thank you. I|I'msorry for the interruption.
21 MR. JOHNSON. That's not a problem Your
22 | Honor.

23 BY MR JOHNSON:

24 Q So back to the Anacortes facility and this

25| series of photos. Did you take these photos?
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1 A | did not take these photos. They were photos
2| taken by a photographer that | hired. | was at the

3| facility and present when the photos were taken, and

4| this was a train that was being unl oaded at that tine.
5 Q kay. So this reflects actual operations?

6 A Yes, it does.

7 Q And when were these taken?

8 A They were taken at the end of May 2016.

9 Q And what does this particul ar photo show?

10 A This photo shows a train that has arrived and

11| staged in the unloading area and ready for the operators
12 | or the teamto now cone in and begin to connect the rail

13 | cars for the unl oading process to begin.

14 Q And, again, it |looks |like dow in the distance,
15| is that a | oconotive down there?

16 A Yes, that is a | oconotive.

17 Q And in this case is it connected to the train,

18 | the cars?

19 A In this case it is not connected to the train.
20 Q And is that a function of the fact that the --
21| this isn't a loop track?

22 A Yes. That is a function of the fact this is not
23| a loop track. This is a ladder track facility.

24 Q kay.

25 MR. JOHNSON:. Page 21, please.
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1 BY MR JOHNSON:

2 Q Can you descri be what this photo depicts?

3 A Yes. So this photo is showing the nobile rack

4 | and the connection process starting to begin. So in the
5| Vancouver Energy facility, you would have a wal kway t hat

6| gets you up onto a rack area or an el evated pl atform

7| that would go the Iength of the facility rather than

8| having this nobile rack. The facility with the el evated
9 rack woul d al so have these arns that drop down to all ow
10 | the operator to safely go out into the area and begin

11 | the connection process on the top of the cars. There

12 | woul d al so be team nenbers, |ike these gentlenen down

13 | here, that would be starting the connection process on
14| the bottomof the rail car.

15 As you can see, there is a safety railing all

16 | around the top of the rail car that is part of the

17| platformthat drops down to begin the process up here.

18 Q And you referenced a crew -- a crew or a team

19 | What constitutes a tean®

20 A So typically you would have a teamup to three
21 | people working on each side that woul d be goi ng through
22 | the unl oadi ng process. There's a nunber of reasons for
23| that. One is just, obviously, getting the work done,

24 | pbut another reason is so that the team nenbers can check

25| and verify each other's work as they go through the
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1 pr ocess.

2 Q kay.

3 MR. JOHNSON. At page 25, please.

4 BY MR JOHNSON:

5 Q VWhat are the primary objectives of the crew --
6| we'll get to these. Wat are the primary objectives of
7| the crew when they're first beginning to -- the train

8| gets into position and they're beginning their work |ike
9| this?

10 A So there's two things that they're going to be
11| working on. One is the top of the rail cars and

12 | connecting the top of the rail cars, and another is the
13| bottomof the rail cars. The bottomof the rail cars is
14 | where the crude oil is drained into the piping or the

15 | header systemhere. The top of the rail cars is the

16 | vapor recovery system So they'll be doing that

17 | process. The other primary responsibility that they

18 | have is to inspect the rail cars while they're doing

19 | that.

20 MR. JOHNSON:. Page 16, pl ease.

21 A So this photo is depicting one of the gentlenen
22 | when he has first gone on top of the rail car, and he's
23 | actually checking the manway there. That's where the

24 | | oadi ng process occurs. W actually do not open the

25| manway at all during the unloading process. He's doing
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1| an inspection to make sure all of those bolts are

2| secure. And you see inthe -- close to where his wench
3| is, there's ared tag or seal, that seal is put on at

41 the loading site or loading facility. And they're

5| verifying that still is in place at that tine as well,

6| which helps to verify the manway has not been opened at

71 all in route.

8 BY MR JOHNSON:

9 Q Al right.

10 MR. JOHNSON:. Page 17, pl ease.

11 BY MR JOHNSON:

12 Q I f you could just describe what's happeni ng
13 | here.

14 A Yes. So this is where the vapor connection

15| point occurs. So this is protective housing around

16 | the -- this is protective housing around the val ves and
17 inlet valves that are all in here. Again, there is

18 | anot her seal that he breaks before he can open this. So
19| that seal is in place as well. The seal is renpved and
20 | then once renoved he can open that up to access the

21 | valves on the top of the rail car.

22 MR. JOHNSON:. Page 23, pl ease.

23 BY MR JOHNSON:

24 Q Again, if you could just describe, once we get

25 t her e.
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1 A So there are two types of -- he's now opened up

N

the protective housing and there are two types of
fittings that he would be putting on this facility.

This is denonstrating or show ng one of those types of

g A~ W

fittings he would be putting on. You can see there is

6| actually a valve handle here. So he'd renove the cap,

7] and it's connected by a chain. That cap was then -- has
8 | now been renoved, but the valve is closed. He wl

9| connect this vapor valve here before that would be

10 | opened up. And really this valve -- this -- there's a
11| ball valve in here that stops any air from going out but
12| will allowair into the rail car. Again, we're doing a
13 | gravity unloading process. So in order for the gravity

14| to work, you need to allowrail [sic] to cone into

15| the -- the rail car to allowto drain. So it's one way
16 | in but not out.
17 Q So just in -- so | can understand it, so air is

18| coming in but it's not going out?

19 A That's right.

20 Q Ckay.

21 A That's right.

22 Q And the crude's going to cone out sonewhere
23| else; is that right?

24 A The crude comes out at the bottomof the rail
25 | car.
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1 Q kay.
MR. JOHNSON:. Page 18, pl ease.

N

3| BY MR JOHNSON:
4 Q I f you could just describe what this depicts.
5 A Yes. So this is the second type of connection

6| that he would be applying. So sone of the rail cars

7] just received the first connection, which is that ball
8| valve. Ohers wll receive this vapor recovery hose.
9| So this one, as the crude oil is drained into the rail

10 | car, the vapors are collected fromthe header and the

11 | hose cones out and then passes back into the facility.

12| So this is a closed |oop systemthat captures all the

13 | vapors and |l eaves themw thin the rail car or within the
14 | systemitself.

15 Q Al right.

16 MR. JOHNSON. Page 11, pl ease.

17 | BY MR JOHNSON:

18 Q Al right. So nowwe're -- |looks like we're at
19| the bottomof the car. Can you describe what's

20 | happeni ng here?

21 A Yes. There's a different operator that's at the
22 | pbottomof the rail car. He's going under the rail car.
23| You can see the bell cap -- or what's covering where the
24 | valve is and where the product would ultimately cone

25 out. That is on, and there's a seal over here that the
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1| operator needs to renove before he can begin the

2 | downl oadi ng process. He also -- every operator w ||

3| have a spill pan underneath here. That spill pan is

4| there to collect any mnor drips that may occur in that
5| unloading process. The entire facility has spil

6 | containment throughout the facility as well.

7 Q Ckay. And by the way, when was -- how | ong has
8| this facility been in operation?

9 A This facility has been in operation for between
10 | four and five years, | believe.

11 Q And do you have any idea how many trains have

12 | unl oaded there in that time? And |I'm not asking you to
13 | guess if you don't know.
14 A Yeah, | don't recall the specific nunber. |

15| believe that M. Hack can probably provide that

16 | information.

17 M5. MASTRO | junped ahead.

18 MR. JOHNSON: That's fine. Thank you.

19 A The seal has now been broken and the operator is
20| beginning to -- you need a wench. This is actually a

21| quite large wench, sonetines it takes quite a bit of

22| force to loosen that cap. So he's now | ooseni ng the

23| cap. Again, the valve is still shut. So just because
24| he has the cap off, doesn't nean the product wll cone
25| out. It's still closed with the pin in place that woul d
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1| stop the product fromcom ng out.

2 MR. JOHNSON. And 14, please.

3 A So at this point in tine, the operator has
4| installed this 90-degree angle to the bottom outl et
5| valve and he's beginning to connect this APl header.

6| This header is an inportant piece because both of these
7 remain closed until that is fully connected and there's
8| an ability to begin the unloadi ng process.

9 BY MR JOHNSON:

10 Q And | mght add, are the workers here -- are

11 | they equi pped with any kind of protective gear or

12 | sensors?

13 A Yes. So part of our safety plan is that every
14 | worker wll have -- so these are fire-retardant cl othing
15| that they're wearing. He's wearing a hard hat, safety
16 | gl asses and steel-toed boots, as well as gloves. They
17| will also be wearing an H2S nonitor at all tinmes when
18 | they're at the facility.

19 Q kay. And what's the purpose of the H2S

20 | ponitor?

21 A The H2S nonitor, it will alarmand sound if

22| there's any detection of vapors and woul d cause all the
23 | enployees to evacuate the facility.

24 Q Al right. Thank you.

25 MR. JOHNSON:. Page 19, please.
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1 A So this is actually show ng the inside of that

N

header. Each one of these prongs in here needs to be
fully depressed before it will open this central part

and this central part over here, which would then all ow

g A~ W

the product to occur. So that connection point needs to
6| be fully established and affirmatively confirnmed and

7| then the |l ever of the ball valve here pulled in order

8| for the -- or the ball lever there, in order for the

9| ability for the crude oil to flow through the hose

10 there, fromthe rail car into the hose.

11 MR. JOHNSON: And 15, please.
12 A So at this point in tine, the hose is fully
13 | connected and the operator will now start to renove the

14| pin there. The pinis a pin that goes through and has a
15 | drop angle piece that drops down so that it won't rattle
16 | out. He'll renove that pin. Once that pin is renoved,
17| then he has -- this is the first ability -- first

18 | opportunity for himto open that |ever and introduce oil
19| into the system

20 BY MR JOHNSON:

21 Q And when you say "introduce oil into the

22| system" you're referring to taking it out of the car

23| and putting it somewhere el se?

24 A Yes, renove it fromthe rail car into the hose.
25 MR. JOHNSON:. Exhibit 22, please -- that's
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1 page 22, |'msorry.

2| BY MR JOHNSON:

3 Q If you could just describe this.

4 A Yes. So this is just denonstrating or show ng
5| the entire connection process in place. You can see

6| there is a grounding wire. Another one of the safety

7| features. But the rail car is now conpletely connected.
8| The spill pan remains underneath the rail car the entire
9| time the unloading is occurring, but that is just

10 | showi ng the whole rail car being connected.

11 Q So at this stage you've connected the vapor

12 | hoses to the top of the car and the crude hoses to the

13 bottom of the car; is that correct?

14 A That is correct.

15 Q Ckay.

16 MR. JOHNSON. Page 26, pl ease.

17 | BY MR JOHNSON:

18 Q And t hen what happens?

19 A At that point in tinme, the operator will go over
20| to the valve here and wll nove this valve handl e which

21 allows the product to then flowinto the entire header
22| system So, again, nultiple valves, nultiple check

23| points along the way and nultiple opportunities for an
24 | individual to double-check that another team nenber is

25| doing their work appropriately and properly.
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1 MR. JOHNSON:. Page 27, please.

2 A So we already actually talked a little bit about
3| this, but this denonstrates or shows the teans working
4| together. In this case the vapor recovery hoses are

5| connected to the rail cars, the bottomof the rail cars

6| are all conpletely connected and the teans are now

7| working down and opening the valves to allow the crude
8| togointo the system Again, it's a gravity drain

9| system So the whole tine that this is draining from
10| the rail cars, we're not introducing anything to speed
11 | up the process or change the process. You're just

12 | letting gravity do its work. There are operators the
13| entire tinme it's unloading that are out on the pad or
14| out in the facility going around and verifying that

15| everything is safe and secure.

16 BY MR JOHNSON:

17 Q And you noticed sone differences between, of
18 | course, that facility and the Vancouver Energy Term nal .
19 | However, with regard to these specific unl oading,

20 | connecting, inspection operations, is it fair to say

21| that these will be identical procedures to those that

22| wll be used at the Vancouver Energy Term nal ?

23 A They woul d be near identical. So this is what
24| we would anticipate doing. |If there are any differences
25| in the design, those would be built into the operation
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1 procedures manual. W always have site-specific

N

procedures manual s, not general procedures. So, yes, we

3| would anticipate this is generally what it would be

4| like, wth caveats for site-specific needs or different
5| points.

6 Q But the rail unloading procedure is the sane?
7 A Yes.

8 JUDGE NOBLE: M. Johnson?

9 MR, JOHNSON:  Yes.

10 JUDGE NOBLE: | have a quick question of

11| M. Larrabee. Since this is a gravity system and when
12 | the valves are opened, is there any way to stop the

13| flow?

14 THE WTNESS: Yes. You can al ways go back
15| and shut any one of those valves at any point in tine.
16 | They are not -- they don't -- they don't stay open just
17 | because you' ve opened them So at any point in tine,

18 | you can go through and stop those val ves.

19 There is also a conputerized system as wel |
20 | throughout the facility where there's punps that are --
21| once the header fills up -- and | think we actually talk
22 | about that a little bit later, but once the header fills
23| up, there are punps that will renove the crude oil from
24 | the header and punp it into the tanks and you can shut

25| those down either manually or by -- through the system
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or automatically, if there is any issues identified at
that point in tine.

JUDGE NOBLE: Thank you.

MR. JOHNSON: | mght also note, Your Honor,
a W tness who we hope to have testify tonorrow, Dave
Corpron, wll also be addressing sone of the safety
features related to these operations as well.

JUDGE NOBLE: Thank you.

MR. JOHNSON:. Page 34, pl ease.
BY MR JOHNSON:

Q And while we're waiting, you noted an obligation

to inspect the rail cars. Wat -- why is it Savage or
Tesoro enpl oyees are inspecting rail cars rather than

the rail road?

A So there are actually two requirenents there.
The railroad actually will be inspecting the rail cars
as well. Al of the facilities and the railroads have a

federal requirenent through the FRA, the code to inspect
at various points in tinme. They have various inspection
processes that they need to do. So the previous picture
showed at the top of the rail car and sone of the

I nspection is occurring there. This one is actually one
of the operators inspecting the bottomof the rail car.
They're inspecting all of the safety appliances on the

rail car and confirmng that that is operating safely as
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1] it should be operating.

N

If there is anything that is identified that
they feel is unsafe, then they will renove the rail car

fromthe train or fix the car while it is in the train,

g A~ W

but in either case, the car cannot |eave the facility

6 | before those fixes have been addressed. You can see in

7| the operator's hand, he is actually hol ding a gauge

8| there that he uses. |[|f he has a question, he can

9| actually check various aspects of the car or the rail to
10 | make sure that there would be a gauge.

11 | BY MR JOHNSON:

12 Q Do the enpl oyees at the facility inspect brakes,

13 for instance?

14 A Yes. They woul d be | ooking at brake pads and
15 | inspecting the brake pads, as well as the wheels, as
16 | well as |adders. To give you an idea, if the -- there

17| was a picture of the bottomoutlet valve and a chain

18 | that held the bottomoutlet valve in place; if that

19| chain is broken, then the rail car cannot |eave the

20| facility until that chain gets fixed. That's the type
21 | of inspection that we're doing, is making sure we're

22 | |ooking at all of those itens.

23 In fact, there is a worksheet or a checklist,
24| for lack of a better term that the operators are going

25| through to nake sure that they've covered all the areas
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1 of the rail car. And at the end of that iInspection for

2| each rail car, they're signing their initials that they
3| have inspected that rail car, and that inspection report
41 stays on record for a nunber of -- a period of tinme. |
5| can't remenber the exact anount of tine, but it's a

6| couple of years.

7 JUDGE NOBLE: M. Stephenson has a questi on.
8 MR. STEPHENSON: Yes, thank you. So | think
9| you said two crews of three working out here; is that

10 | right?

11 THE WTNESS: Yes. So on each line you

12 | woul d have -- or each row of rail cars, you would have

13| three people that are operating in unison or a team

14 | operating in unison. So in the picture that's depicted

15| there, you would have a crew of three on one side and

16 | then another crew of three on the other side.

17 Now, they would -- depending on the facility
18 | structure, you would have nore than just that crew of

19| three. So if | renmenber correctly, what we are | ooking

20| at for this termnal, you would actually have two crews

21| of three on either side working together at the sane

22| time. So there would be six on each -- 30 a set of

23 | cars.

24 MR, STEPHENSON: kay. So six people may be
25| in -- looking at four unit trains, so 480 cars? kay.
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1] Just -- that's a lot of repetitive stuff, but that's not

N

what |'m here about.

3 When | think about this inspection, that

4| they have to do that for every car, that's just what |'m
5| wonderi ng.

6 THE WTNESS: So |'mnot sure | guess

7| exactly what the question was, but | -- that is correct.
8 It is alot of repetitive stuff. That is actually part

9| of the reason that we have a very thorough safety

10 | program There's a nunber of things that we do. W

11 | make sure that each individual, before they go out and
12 | check this -- what they're doing, that they have

13 | reviewed the procedure, that they have signed off on the
14 | procedure, they're tested in the procedure to nmake sure
15| they pass that test, the witten procedure, and that's
16 | before they even go out.

17 When they go out, they're observing an

18 | operator that is out there operating physically while

19| he's out there, and then they have to pass a proficiency
20| test where they denonstrate that they can do that on

21| their owm. At that point in tinme they would be all owed

22| to begin at the operating facility.

23 Now, on the annual basis -- | believe it's
24 | an annual basis, they'll be going back through and they
25| will be retested on all those things to nmake sure
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1| they're still follow ng procedure.

N

We al so have a requirenent of all our
enpl oyees to do observations of other enployees while

that's -- that is primarily because it is a repetitive

g A~ W

process and you want soneone outside to be | ooking and

6| making sure that you're follow ng the procedure.

7 On a quarterly basis, each of our operations
8| is required to go through what we call a -- we call it

9| the S7, where they're |ooking at seven main areas of the
10 | operation. One of those areas is safety, where you have
11| a third party cone in fromthe outside, neani ng soneone
12| froma different operation that cones in and verifies

13| they're follow ng procedures and doi ng what they're

14 | supposed to be doing, and then we do that on a regular
15| basis as well.

16 W are also reqgqularly -- in fact, every

17 | week, all of our operations nmanagers across our entire
18 | network that do crude-by-rail are on a call where

19 | they're sharing best practices and | earnings and our

20 | operations procedures are regularly nodified when

21 | soneone finds sonething in a different area that should
22 be applied to that, whether it's a best practice or a

23| |eading practice. O even if it's sonething that we're
24 | jidentifying that needs to be addressed with a third

25| party, like the railroad in between where we say, okay,
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1| we've noticed sonething, we need to be extra vigilant

2| about this and making sure we're addressing it either at
3| origin or destination.

4 | BY MR JOHNSON:

5 Q M. Larrabee, thank you.

6 MR. JOHNSON: | want to -- | have four nore
7 photos. It would be an excellent place to stop. W can

8 | quickly nove through those and then it's a good breaking
9 point. W'IlIl obviously have to call M. Larrabee

10 | tonorrow to finish up sone of his testinony.

11 JUDGE NOBLE: No, that's a good plan.

12 MR. JOHNSON: But we can get through this.
13 BY MR JOHNSON:

14 Q So can you just describe what's depicted in this
15 | photo.

16 A Yes. So the Anacortes facility is a

17| TWGCrestricted facility, which is Transportation

18 | Workers ldentification Certification, neaning that

19 | everyone who works at the facility is required to have a
20 TWC card. That is a federal governnent identification.
21| We woul d anticipate that the Vancouver Energy Term nal

22| would also be that type of a facility.

23 Not only does every worker have to have that

24 | card, there're only designated individuals that are

25| allowed to take other people. They have to pass other
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1 requi renents, and then they're allowed to take other

2 peopl e through the facility that don't have a TWC card.
3 Q Al right. Thank you.

4 MR. JOHNSON: And page 37, please.

S BY MR JOHNSON:

6 Q If you could just --

7 A Yes. So | referenced earlier to a -- the system

8 | that is nmanaged, a conputerized system This is a

9| representation. Qur system at Vancouver Energy Term nal
10 | would |l ook different or operate slightly different than
11| this, but it's a good representation of what the

12 | facility will be |ooking |ike.

13 So the rail cars are represented here, the punps
14 | are represented here through this and then it noves over
15| to here, to the tanks. There's -- these buttons down

16 | here, before the operator can begin turning on the punps
17| at all and | ooking at the punps operating here at all,
18 | they have to have affirmative confirmation fromthe tank
19| farmarea that they are ready to receive the crude oil.
20 When they have that affirmative confirmation

21| fromthe tank farmarea, then the buttons down here wll
22 | change to green and allow themto begin the punping

23 | process and allow the punps to start.

24 The nunber of -- there's a nunber of itens

25| represented here, which includes the flow rate through
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1| each of the punps and what's happening, as well as the

2 pressure at each of those punps going through the

3| facility. So this is one of the ways that the facility
41 is managed renotely as well or fromthe office | ocation.
5 Q Thank you.

6 MR. JOHNSON: Page 39, please.

7 BY MR JOHNSON:

8 Q If you could just briefly describe this photo.
9 A Yes. So this again is |ooking at the tank side
10 | of things where you have tank | evels and you're | ooking
11| at flowrate into the tanks and you' re managi ng the

12| tanks and able to see what the different volunes are of
13| the tanks and then how the different alarns are set at
14 | different areas to stop the flow

15 Q Ckay.

16 MR. JOHNSON. And page 40, please.

17 BY MR JOHNSON:

18 Q And this is difficult to see, but maybe if you
19 | could just describe --

20 A Yeah, I'll just describe it. This is the area
21 | where you would set up all those alarns. So what you

22 woul d have on here is different vari ables or nechani sns

23 | where you would say, you would tell this is -- when it
24| hits this level, I want an alarm And when it hits a
25| higher level, I want a high-level alarm And when it
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hits a different | evel other than that, shut the system
off automatically. So that's all designated in there.

You can al so designate basically in a facility
like this or in areas like this if you see certain
pressures change or differentiate to a certain |evel,
then you can automatically shut down the facility.

So this is another way where, one, they have
their eyes on the facility, the people out there walking
the facility. You also have in the system here the
ability to nmanually shut down the entire systemif
needed. And then you also have the protections that are
built in where it will automatically shut down if a
threshold is triggered or a threshold is hit.

MR. JOHNSON. Thank you, M. Larrabee.

Your Honor, at this point | would suggest
that we stop with M. Larrabee today and pick up where
he | eft off tonorrow. There's not a |lot of testinony
| eft for him but we certainly can't get through it
today. And we're also prepared to discuss with you what
we want to get through tonorrow. So whenever you're
ready.

JUDGE NOBLE: Good. That's fine.

Thank you, M. Larrabee, for today. You'l
be back tonorrow.

W have to go over what w tnesses are
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1| anticipated for tonorrow so that everyone watching wll
2| know and al so so the council can be prepared and also to
3| discuss the general subject matter that will be covered
4 | tonorrow.

5 MR. JOHNSON:. Al right. Your Honor, first
6| we would begin with M. Larrabee conpleting his

7| testinmony and | anticipate that to take perhaps anot her
8| 20 mnutes or so, and then, of course, with

9| cross-exam nation, council questions, et cetera, not

10 | i ncl uded.

11 We then will be presenting the testinony of
12 | Brian Carrico. M. Carrico submtted prefiled witten
13| testinony. His focus is primarily on |and use

14 | consistency. He primarily is focusing on rebuttal

15| testinony related to the prefiled testinony of M. David
16 | Wechner and M. Eric Holnmes. He may also briefly refer
17| to sone prefiled testinony or sone photographs submtted
18 | by M. Hi cks and Broncheau and M. Dan Mbnaghan,

19 | although those aren't his primary focus.

20 We would then like to call M. David

21| Corpron. M. Corpron is a fact witness related to the
22 | design of the facility. As M. Larrabee has been

23| testifying to operations, M. Corpron wll be testifying
24| to design. He did not file prefiled witten testinony,

25| so there's not a rebuttal conponent there.
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1 Then we want to nove through the testinony
2| of M. Dan Shafar. He did file prefiled witten

3| testinony. He basically focuses on civil engineering

4| issues, and wll be primarily rebutting M. Tyler Cary.
5| And if we have tine, and |'m not suggesting we wll, on
6| deck, we would have M. Marc Bayer who also filed

7| prefiled testinony. He primarily will be focusing on

8| marine navigation issues, and primarily rebutting the

9| testinony of Ms. Susan Harvey and al so Bl ai ne ParKker.

10 And if we got all the way through that, we
11| would be doing really well.

12 JUDGE NOBLE: | don't hold out a |lot of hope
13| for that.

14 Al right. W are going to now adjourn so
15| that the council can do the site visit, and | want to
16 | make sure that all of the parties who wish to go with

17| the council, contact Ms. Waspir over there and nake

18 | sure you have all the requirenents for doing that.

19 s there anything we need to do on the

20 | record before we adjourn for the day from anyone?

21 | Not hi ng?

22 In that case, we are adjourned until 9:00
23 | tonorrow norning.

24 "Il be here earlier so if there's sonething

25 we need to do off the record, we can do it.
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1 (Proceedi ngs adjourned at 4:00 p.m)
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2

CERTI FI CATE

3| STATE OF WASHI NGTON )

)
4| COUNTY OF CLARK )

SS.

I, Mcheal A Johnson, Registered Diplonmate

8| Reporter and Certified Realtine Reporter, do hereby

9| certify that the foregoing transcript is true and

10 | accurate to the best of ny know edge, skill and ability.

11

I N WTNESS WHERECF, | have hereunto set ny hand

12 | and seal this 10th day of July, 2016.

13

14

15

16
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18
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M CHEAL A. JOHNSON, RDR, CRR
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 01            Vancouver, Washington, June 27, 2016

 02                          8:19 a.m.

 03                            -oOo-

 04  

 05                    P R O C E E D I N G S

 06              JUDGE NOBLE:  We're going to go on the

 07  record, so I'll have to informally open the record and

 08  introduce all of you very briefly, but at 9:00, we'll

 09  have more of a formal introduction and then all of you

 10  will identify yourselves and who you're representing.

 11              But in the meantime, I'm hoping that you

 12  will give your card to our poor, helpless court reporter

 13  so that the court reporter will have the spelling of

 14  your name, and you will also be asked to identify

 15  yourselves for the record when you speak because there's

 16  just too many of you for all of us to recognize you by

 17  sight, at least for a while.  So maybe you can just

 18  identify yourselves before you speak now, and then when

 19  we have a little bit of a break before 9:00, just come

 20  up and give your cards to the court reporter.  All

 21  right?

 22              Good morning.  This is before the State of

 23  Washington Energy Facility Site Evaluation Council in

 24  the Matter of Application No. 2013-01, Tesoro Savage LLC

 25  Vancouver Energy Distribution Terminal.  This is Case
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 01  No. 15-001.  My name is Cassandra Noble.  I am the

 02  administrative law judge that has been assigned to

 03  conduct this hearing today and for the subsequent weeks.

 04              This is just the preliminary part of the

 05  hearing.  We will have more formal introductions when

 06  the council comes in.  The council is not present in the

 07  hearing room at this time, and we're going to go over

 08  some matters that will help us to get through the day

 09  efficiently.

 10              There are a number of things that we need to

 11  go over, but first, I need to have all of you identify

 12  yourselves for the record just very briefly.  You'll

 13  have more of a chance when the council comes in, but

 14  just so we know who you are.  So could we have the

 15  attorneys for Tesoro Savage, please.

 16              MR. JOHNSON:  Yes, Your Honor.  This is Dale

 17  Johnson representing the applicant.

 18              JUDGE NOBLE:  Thank you.  And is anyone else

 19  present here today with you?

 20              MR. JOHNSON:  Yes, Your Honor.  My colleague

 21  Tadas Kisielius and my colleague Jay Derr, who is not in

 22  the room now, will be down in a few minutes.

 23              JUDGE NOBLE:  All right.  At 9:00 all of you

 24  will introduce yourselves more formally, so Mr. Derr I

 25  assume will be here at that time.

�0094

 01              And Counsel for the Environment?

 02              MR. KERNUTT:  Yes, Matt Kernutt here.

 03              JUDGE NOBLE:  Thank you.  City of Spokane?

 04              City of Vancouver?

 05              MS. REED:  Karen Reed here for the City of

 06  Vancouver, and also Bronson Potter and Susan Drummond.

 07              MS. DRUMMOND:  Morning.

 08              JUDGE NOBLE:  Morning.  Ms. Reed, it's not

 09  necessary for you to stand if you don't wish to.  I

 10  understand that there is an issue.

 11              MS. DRUMMOND:  Thank you.  I appreciate

 12  that.

 13              JUDGE NOBLE:  City of Washougal?

 14              Clark County?

 15              MR. HALLVIK:  Taylor Hallvik.

 16              JUDGE NOBLE:  Columbia River Inter-Tribal

 17  Fish Commission?

 18              MS. CARTER:  Julie Carter.

 19              MR. LOTHROP:  Rob Lothrop.

 20              JUDGE NOBLE:  I'm noticing that it's

 21  difficult to hear you, and I'm sure the court reporter

 22  is having trouble too, so you will have to -- when you

 23  have anything lengthy to say, you'll have to step up to

 24  the microphones.  I don't believe there are any

 25  microphones at the tables back there.  Okay.

�0095

 01              I'll check on that and see -- I had expected

 02  that there would be microphones.

 03              MR. POTTER:  There is a hand microphone.

 04              JUDGE NOBLE:  All right.  We'll get

 05  instructions on how to use that.  But I'll see if we can

 06  improve that situation; I'm not sure we can, but

 07  hopefully we'll be able to do that.

 08              Columbia Waterfront?

 09              MS. LARSON:  Linda Larson, and Daniel

 10  Timmons is with me.

 11              JUDGE NOBLE:  Thank you.

 12              Brent Hall?

 13              MR. HALL:  Here, Your Honor.

 14              JUDGE NOBLE:  Confederated Tribes of the

 15  Umatilla Indian Reservation?

 16              MR. HALL:  That's correct.

 17              JUDGE NOBLE:  Thank you.  Confederated

 18  Tribes and Bands of the Yakama Nation?

 19              Department of Natural Resources?

 20              MR. PRUIT:  Terry Pruit.

 21              JUDGE NOBLE:  The parties represented by

 22  Earthjustice:  Columbia Riverkeeper, Climate Solutions,

 23  ForestEthics, Friends of the Columbia Gorge, Fruit

 24  Valley Neighborhood Association, Sierra Club, Spokane

 25  Riverkeeper, Washington Environmental Council?

�0096

 01              MS. BOYLES:  Christen Boyles with Anna

 02  Sewell here.

 03              JUDGE NOBLE:  Thank you.

 04              International Longshore Warehouse Union

 05  Local 4?

 06              Port of Vancouver?

 07              MR. BARTZ:  David Bartz, and my partner

 08  Connie Sue Martin.

 09              JUDGE NOBLE:  Thank you.  So here's what

 10  we're going to do between now and 9:00.  First of all, I

 11  have to rule on the efforts to admit the DEIS as an

 12  exhibit and have expert testimony concerning that, as

 13  well as attachments to that expert testimony.  I need to

 14  ask you about the situation with regard to all of your

 15  exhibits in the joint exhibit list.

 16              I have several agreed exhibits and I had

 17  intended to admit all of those agreed exhibits this

 18  morning, but I don't think I'm going to be able to do

 19  that and I'm hoping to be able to do that tomorrow.  And

 20  we'll get into that in a minute.

 21              I need to rule on prefiled expert testimony,

 22  but I'm only going to be able to do that in a few days

 23  because I have just gotten through some of it, and I

 24  want to give it a complete study before I make those

 25  rulings, but today I will be ruling on the expert of the
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 01  proponents of Tesoro Savage, particularly Fred Millar.

 02  So I'll be ruling on that this morning.

 03              I need to confirm with you the site -- oh,

 04  yes.

 05              MS. LARSON:  Mr. Millar is not a Tesoro

 06  Savage witness; he's a witness for Columbia Riverkeeper.

 07              JUDGE NOBLE:  All right.  Thanks.  Sorry.

 08              MS. LARSON:  There's some time there.

 09              MR. JOHNSON:  Your Honor, there is an

 10  outstanding objection to our witness John Hack.  So I

 11  don't know if that's --

 12              JUDGE NOBLE:  That's the one.  John Hack.

 13  I'm sorry.  And I need to confirm with you the details

 14  of the site visit, which will happen today at -- we'll

 15  close this hearing at 4:00 today so that the site visit

 16  can take place.  Some of you are going with the council

 17  on the bus.  I just want to confirm a few details about

 18  that.

 19              We have prepared a joint witness list and

 20  Tesoro Savage has also prepared one.  And so I want to

 21  ask a few details about that, make sure everyone has a

 22  copy and has it available and we can work from that

 23  today.

 24              MR. JOHNSON:  Yes, Your Honor, everyone

 25  should have a copy.
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 01              JUDGE NOBLE:  All right.

 02              MR. JOHNSON:  Looks like we do.  There are,

 03  I think, some updates.  Obviously, we were compiling

 04  this as recently as last Friday.  We've received some

 05  updates from folks with regard to willingness to

 06  stipulate.  So there could be additional stipulations to

 07  some of these exhibits, but everyone is working from

 08  the --

 09              JUDGE NOBLE:  The joint --

 10              MR. JOHNSON:  -- list that we provided last

 11  week.

 12              JUDGE NOBLE:  Good.  And I appreciate that.

 13  I think it will help everybody to keep on the same track

 14  with regard to exhibits.  There are many, many exhibits

 15  and sometimes they can be missed.  People will forget to

 16  offer them, or I may forget to rule on them or the

 17  opportunity may not have come up.  So at the end of the

 18  day, we'll try to go through that a little bit and make

 19  sure that we don't leave any exhibits behind.  So I

 20  think you'll be glad you did that.

 21              MR. JOHNSON:  And, Your Honor, just -- and

 22  you may be getting there, but just to clarify, in terms

 23  of today's testimony, if we haven't preadmitted exhibits

 24  at this point, then will we need to go ahead and offer

 25  those exhibits throughout our testimony?
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 01              JUDGE NOBLE:  Right.  In the usual way.

 02              MR. JOHNSON:  Okay.  All right.

 03              JUDGE NOBLE:  And then when you want to lay

 04  the foundation, you would not ask Mrs. Mastro -- Tammy

 05  Mastro is here.  She's going to be able to put your

 06  exhibits up on the screen, as needed.  And if you want

 07  to just lay the foundation for that and then offer and

 08  it gets admitted, then she'll be able to put it up on

 09  the screen for all to see the contents of the witness --

 10  of the exhibit.

 11              MR. JOHNSON:  All right.

 12              JUDGE NOBLE:  Just deal with them in the

 13  normal way as you would in any litigation.

 14              MR. JOHNSON:  Okay.  I guess my concern is,

 15  is that obviously -- and we can do that certainly today,

 16  but the advantage of preadmission is then we don't have

 17  to be laying all these foundations and it would help

 18  speed the process up.  It's my understanding you're

 19  going to try to get there.

 20              JUDGE NOBLE:  I am -- I am -- had planned on

 21  being able to do that and to get everything into the

 22  record, but a lot of them have to do with the draft EIS.

 23  So I have to study them first to see whether, in fact, I

 24  can agree that they should be admitted.

 25              MR. JOHNSON:  Okay.  All right.  Your Honor,
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 01  for today we'll lay the -- we'll work to lay the

 02  foundation prior to displaying the exhibit and then move

 03  to admit and get them up.

 04              JUDGE NOBLE:  Yes.  And if the exhibit is

 05  nothing -- has nothing to do with the draft EIS, then

 06  you can point that out.  And if it's an agreed exhibit,

 07  then it can just be admitted.

 08              MR. JOHNSON:  Okay.

 09              JUDGE NOBLE:  And you won't have to lay the

 10  foundation for that.

 11              MR. JOHNSON:  Fine.  All right.

 12              JUDGE NOBLE:  But I've only now just gotten

 13  the actual exhibits and so I haven't had a chance to

 14  analyze that yet.

 15              MR. JOHNSON:  Okay.

 16              JUDGE NOBLE:  It just takes a little bit of

 17  time to do that.

 18              So -- and then, since we're getting into the

 19  logistical questions, there's certain witnesses that the

 20  parties had intended on admitting just their testimony

 21  and not cross-examining, and we had some correspondence

 22  about that last week and I don't want you to have to

 23  bring a witness physically here just for a few council

 24  questions, but the council did have questions about some

 25  of these -- for some of these witnesses.  And so it
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 01  would be good if we could find a way to have them appear

 02  by telephone just to answer those questions and any

 03  questions you might have in response to council

 04  questions.  But I don't know how we will do that because

 05  we don't have a phone set up here.  So if you would just

 06  be thinking about that, that would be good.  I don't

 07  even know if when we're in Olympia next week, we will

 08  have that capability, but we'll try.  We'll really try

 09  to work with you so you don't have to bring a witness

 10  here just for a few questions.

 11              MR. JOHNSON:  And, Your Honor, in that

 12  regard, it would be our preference -- I think most of

 13  those were applicant witnesses.  If we could take them

 14  in a block at the -- what we were hoping to do would be

 15  to take them in, you know, a block at the end of the --

 16  at the end of the adjudication so that we're not trying

 17  to slot them in, if you will, into our case-in-chief.

 18  But if we could somehow do those all at the end, whether

 19  it's at the end of the adjudication or at the end of our

 20  case-in-chief, if you will, as opposed to, for instance,

 21  trying to slot them in by subject matter or something.

 22              JUDGE NOBLE:  Right.

 23              MR. JOHNSON:  That would be pretty awkward.

 24              JUDGE NOBLE:  Recognizing that we do have

 25  that rule that requires us to have our hearing by
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 01  subject matter, we'll try to conform with that to the

 02  extent we can; but in this kind of adjudication with

 03  this size, it's going to be very difficult to confine

 04  all the evidence about one subject to a particular time

 05  frame because of witness availability and so on.  And so

 06  I'll try to work with you on that.  But if it's part of

 07  your case-in-chief, it's going to have to go in as part

 08  of your case-in-chief rather than at the end because it

 09  wouldn't allow the other parties to cross-examine about

 10  those questions.

 11              MR. JOHNSON:  Okay.  And on that point, Your

 12  Honor, just so we all understand how you intend the

 13  questioning of witnesses to proceed, it's our

 14  understanding that we will -- the sponsoring party will

 15  bring the witness to the stand to conduct, essentially,

 16  direct examination.

 17              JUDGE NOBLE:  Right.

 18              MR. JOHNSON:  At that point, the opposing

 19  party would then have an opportunity to cross-examine.

 20              JUDGE NOBLE:  Not quite right.

 21              MR. JOHNSON:  Okay.

 22              JUDGE NOBLE:  The council will have an

 23  opportunity to ask questions based upon the direct

 24  examination before the cross starts.

 25              MR. JOHNSON:  All right.
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 01              JUDGE NOBLE:  And then the cross-examination

 02  will take place, and then redirect.  And it's my

 03  intention, instead of having the council come in three

 04  times with questions, then at the end of the redirect,

 05  they could ask questions based upon the cross and the

 06  redirect.

 07              MR. JOHNSON:  Okay.

 08              JUDGE NOBLE:  Now, the council still can ask

 09  questions at any time, and they're pretty active

 10  sometimes and they may interrupt and ask a question.

 11  And they're not all attorneys, so it's possible that

 12  they may ask a question on cross-examination that wasn't

 13  part of direct examination.  And so I don't know what

 14  you want to do about that, but they have been

 15  explained -- they have -- I have explained to them in --

 16  a number of times about how it all works and what a

 17  direct examination is and the restriction of

 18  cross-examination to the direct, but I can't promise

 19  that they will be following that.  So just be patient if

 20  that happens, and if you deem it to be appropriate to

 21  object, then you'll have to object.

 22              MR. JOHNSON:  And with regard to objections,

 23  will you want those to be an oral objection or do you

 24  want us to request a sidebar with you or to do a written

 25  objection or something, when it's a council question?
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 01              JUDGE NOBLE:  I can't -- well, I think you

 02  should just do an oral objection.  And you're free to do

 03  a sidebar if you want to, if you're worried about

 04  objecting to a council question or something like that.

 05  I would be happy to do a sidebar.  But in general, just

 06  an oral objection and then any responses to that and

 07  then I'll have to rule on it.  I'm hoping, because we're

 08  so limited on time, that we don't have too many and that

 09  we don't get into a cycle of a lot of objecting, but,

 10  you know, it's -- it's litigation so I understand.

 11              MR. JOHNSON:  All right.  Thank you.  And,

 12  Your Honor -- and I'm not trying to hijack the --

 13              JUDGE NOBLE:  Not at all.  This is what this

 14  is for.

 15              MR. JOHNSON:  There's one other issue and I

 16  was only able to mention this to Ms. Boyles early this

 17  morning.  We have one witness who underwent heart

 18  surgery on Friday, and his name is Chris Barkan.  And

 19  what we are proposing to do, because he is now under a

 20  travel restriction, would be to bring him at the end of

 21  this adjudication, that is, the latest point possible.

 22  It would be outside our case-in-chief.

 23              However, we have been working with the other

 24  parties to accommodate one another and hopefully we can

 25  work that out.  If he cannot travel, then we -- and
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 01  we'll know, you know, in a few weeks or a week or some

 02  period of time, then we will need to work with you and

 03  the other parties to figure out an alternative way to

 04  present his testimony, whether that's through video or

 05  phone or something else.  We hope to get him here live,

 06  but it's going to have to be at the end of the --

 07              JUDGE NOBLE:  No, I understand.  And

 08  normally what would happen would be a request to reopen

 09  your direct for the purpose of his testimony.  And I

 10  wouldn't have an objection to that, and I don't know

 11  what the other -- what the other parties would be saying

 12  about that.

 13              Can I ask you just informally now whether

 14  anyone anticipates objecting to reopening the direct for

 15  that witness?  Of course you'd have a chance to

 16  cross-examine.

 17              MS. BOYLES:  No, informally, and I haven't

 18  talked to everybody, but we want to work with counsel to

 19  make it work.

 20              JUDGE NOBLE:  Okay.  So that should work.

 21              Let's go over the other informal -- I have

 22  logistical things before we get into the DEIS argument.

 23  And I want to add to that how the questioning of

 24  witnesses will go.  When your witness comes forward,

 25  I'll just swear the witness at that time, just so that
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 01  you know.  And I've already told you to give -- this is

 02  Micheal Johnson.  He's our court reporter, and he needs

 03  your cards and he needs you to identify yourselves

 04  because he won't be able to identify everybody.

 05  Certainly I'm sure he's really good at that, but it'll

 06  take him a while, so many of you.

 07              Can I ask if this morning there are other

 08  motions in limine coming after we do the DEIS argument?

 09  Okay.  I don't see any.  All right.

 10              And the site visit, have you-all -- if you

 11  want to be the one that travels on the bus with the

 12  council, have you notified the staff already?  Staff?

 13  Kali Wraspir?  And Ms. Wraspir will let you know what

 14  the details of that are.  Again, there will be no

 15  talking, no discussions.  We don't have a court reporter

 16  with us for this visit.  It's just so that everyone can

 17  see.  And I wanted you-all to be able to see the same

 18  thing the council sees.

 19              I will get to the agreed exhibits just as

 20  soon as I can, hopefully tomorrow, and I'll rule on the

 21  prefiled expert testimony as soon as I can as well, but

 22  it might take a few days to get through that.

 23              The witnesses having to appear or testify by

 24  phone for the council questions, would you talk to

 25  Ms. Wraspir about that and see if we can make some kind

�0107

 01  of an arrangement.  I don't want to forget about that,

 02  but we'll have to know how you want to proceed.

 03              Are there any other process questions or

 04  procedure questions that I can answer at this time?

 05  None?

 06              We'll just go through the DEIS issue, and

 07  then at 9:00 I'll go up and get the council and we'll

 08  start.  And we'll have more formal introduction of the

 09  case at that time, and since the public is going to be

 10  watching this when it is posted up on the EFSEC website

 11  and since the public is going to be restricted in their

 12  arguments on Friday, the 29th of July to the evidence,

 13  only the evidence in this adjudication, I need to make

 14  sure that they have full information generally about how

 15  this is going to go.  So the injunction will take a

 16  little bit longer when we do the 9:00 introduction.

 17  Anything else?

 18              MR. JOHNSON:  Your Honor?

 19              JUDGE NOBLE:  Yes?

 20              MR. JOHNSON:  There are a couple of other

 21  things at least to put on the record now, and we may not

 22  have time to deal with them.

 23              JUDGE NOBLE:  All right.

 24              MR. JOHNSON:  But one of them is looking

 25  down toward -- a month from now, the ground rules for
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 01  public testimony, which I think Ms. Boyles sent a letter

 02  about and certainly, as we move forward, it would

 03  benefit us to have some more guidance about how that

 04  will proceed.

 05              We also, at an appropriate time, would like

 06  to discuss how the briefing will proceed with regard to

 07  the revised site application.  You will recall there was

 08  some motion practice on that and there's been a ruling,

 09  but we have some concerns about the need to limit the

 10  responses to the site application, or there could be a

 11  real free-for-all at the end of this process.

 12              And so, again, this is not something we need

 13  to take up this morning, but I would like to get it on

 14  the record.  Just briefly, what we would propose is that

 15  you solicit from the parties a list of issues about

 16  which they intend to provide supplemental briefing on

 17  the revised application and then you could let the

 18  parties know what you will accept or not accept; and the

 19  intent there would be to limit that post-hearing

 20  briefing to issues that, in fact, were first presented

 21  in the application.  So that's the -- that's the basic

 22  request.

 23              JUDGE NOBLE:  Issues that were presented

 24  first in the revised application?

 25              MR. JOHNSON:  Yes.
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 01              JUDGE NOBLE:  Okay.  All right.  I'll think

 02  about a good way to do that.  I think that's a pretty

 03  reasonable request.

 04              MR. JOHNSON:  And then the final issue, Your

 05  Honor, just relates to social media and whether or not

 06  the council has or would be given any kind of

 07  prophylactic instruction regarding consideration of

 08  ongoing social media as opposed to the evidence that's

 09  put in at the hearing itself.

 10              JUDGE NOBLE:  Well, I can certainly tell you

 11  they've had ongoing advice from me about that.  They

 12  know to consider in this adjudication only the evidence

 13  in the adjudication.  And we have talked about that.  As

 14  I said, many of them are not attorneys, and ever since

 15  the beginning of my involvement in this, that's been a

 16  subject that I have gone over numerous times and I think

 17  that's understood.  And I can tell you that I'll go back

 18  over it with regard to social media, but I don't think

 19  you have a concern about that.

 20              MR. JOHNSON:  All right.  Thank you, Your

 21  Honor.  That was all that was on my list.

 22              JUDGE NOBLE:  But, you know, you reminded me

 23  that there's another small thing that I haven't talked

 24  to you about, and that is Joan is over at that

 25  computer -- that laptop over there and she's in charge
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 01  of the clock.  So she's the boss of the clock, so, you

 02  know, she probably will accept gifts -- no.

 03              So if you want to know how much time you

 04  have left, then you can speak with Joan and also look at

 05  that timer she is running.  The way I calculate it, the

 06  proponents, that Tesoro Savage and the port have nine

 07  days, council for the environment has one day, and the

 08  opponents have nine days.  And every day, given the

 09  schedule we have, from 5 to -- from 9 to 5, one hour for

 10  lunch, two ten-minute breaks, we have about six hours

 11  per day.  And so it's broken up in terms of hours, but

 12  if you think of it in terms of days, it might be easier.

 13              Joan is going to stop the clock and run it

 14  for the other side when they are -- when there's

 15  cross-examination, which is the normal practice.  And we

 16  aren't going to put too fine a point on it and try to

 17  keep switching it back and forth because there's too

 18  much of a chance that it will get messed up.  And so if

 19  there's not really lengthy argument, then it will just

 20  keep running for the side that has the witness on the

 21  stand.  I think that will work.  I have a lot of

 22  experience with running a clock for hearings, and so my

 23  experience has all been positive that it works well for

 24  the parties.

 25              Yes?
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 01              MR. POTTER:  Your Honor, when we're

 02  examining a witness and we want an exhibit displayed,

 03  will we be asking a staff member to --

 04              JUDGE NOBLE:  Yes.  Tammy Mastro is standing

 05  over in the corner with the pink.  All of your exhibits

 06  have been loaded onto her computer and you just need to

 07  tell her the number of the exhibit and she'll be able to

 08  scroll down and put it up on the screens.  It will go up

 09  on all the screens, and you just need to tell her.  So

 10  Ms. Mastro is in charge of that.  If you have any

 11  concerns, you can talk with her and ask her.  We're

 12  hoping it will all work smoothly.

 13              MR. POTTER:  Would it help if we provided

 14  the exhibits we know we're going to be referring to her

 15  ahead of time?

 16              MS. MASTRO:  Yes, please.

 17              JUDGE NOBLE:  Yes, it will help her.  Good.

 18  And, of course, we won't be displaying exhibits that

 19  haven't been admitted.

 20              MR. POTTER:  Right.

 21              JUDGE NOBLE:  All right.

 22              MR. JOHNSON:  And, Your Honor, will you have

 23  a copy of the exhibit, though, so that when we call it

 24  out to lay the foundation, you will at least be able to

 25  see it without her calling it up?
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 01              JUDGE NOBLE:  Yes.  We have them all behind

 02  us.

 03              MR. JOHNSON:  Pardon me.

 04              JUDGE NOBLE:  And that will be a bit of a

 05  challenge.  I have not seen them until today.  I also

 06  have them on my laptop.  So hopefully I'll be able to

 07  quickly locate it.  We'll see.

 08              So I think we have -- if there are no more

 09  questions, I think we can proceed into the arguments

 10  about the draft EIS.  Let me just introduce that issue.

 11              Several of the parties have indicated in

 12  briefing and in their exhibits that they wish to have me

 13  admit the EFSEC draft EIS for this project into evidence

 14  in this adjudication, and I have indicated to the

 15  parties that that is an issue.  I issued an order in

 16  February, February 3, 2016, I think, that laid out

 17  EFSEC's process, and we still have the parties wishing

 18  to admit the draft EIS into evidence in this case.  And

 19  so I would like to hear arguments on that, and I suggest

 20  that you decide which of you wants to go forward first

 21  on the arguments about the draft EIS.

 22              MS. LARSON:  Good morning, Linda Larson

 23  representing Columbia Waterfront LLC.  I guess I drew

 24  the short stick for the intervenors.  As you've

 25  indicated, all of the parties have stipulated to the
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 01  admission of the DEIS as a joint exhibit.  I'm not going

 02  to speak on behalf of the applicant, but I believe after

 03  consulting with Mr. Johnson, that he generally concurs

 04  with what I'm going to say.

 05              As Your Honor noted in some of your earlier

 06  correspondence, the DEIS was entered as an exhibit in an

 07  earlier adjudication in the Kittitas Valley Wind Power

 08  Project.  That was council Order No. 816.  There in that

 09  case, the Counsel for the Environment moved to admit it

 10  on the same practical grounds that the parties here are

 11  asking you to admit it.

 12              We understand completely that this is not

 13  the forum to debate the adequacy of the DEIS.  What we

 14  really are talking about is just a very practical

 15  solution to helping you and the council navigate some

 16  very complicated technical issues.

 17              The DEIS is referenced by many, if not the

 18  majority, of the witnesses in their prefiled testimony.

 19  We simply believe that it would be useful to have it in

 20  the record and that, in fact, was the ruling of the

 21  council in the Kittitas Valley Wind Power Project.  It

 22  was just simply a useful piece of information to have.

 23  The DEIS in this situation is the -- really a

 24  compilation of some very complex information.  Multiple

 25  witnesses used the information in the DEIS in presenting
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 01  their opinions.  Much of what is in the DEIS is also

 02  presented in the application.

 03              For example, the -- one of the exhibits that

 04  will be used by my expert witness Jerry Johnson, which

 05  is Exhibit 4001-000020-CWF, is Appendix O of the DEIS

 06  and that is the version that we presented, but it was

 07  also Exhibit K to the application.  So in that instance

 08  it's just a reproduction as part of that compilation of

 09  information, and we can certainly present it as

 10  Appendix K as part of the application, but it seems a

 11  little bit of form over substance.

 12              The other thing I would say is that the DEIS

 13  does meet the standards for admissible evidence under

 14  RCW 34.05.452(1).  It is something that reasonably

 15  prudent people would rely upon in conducting their

 16  affairs.

 17              Again, we're not intending to debate the

 18  adequacy of the DEIS.  We think that admitting it as a

 19  joint exhibit will make it more understandable for the

 20  council.  It will allow everyone to know what's being

 21  referred to with one single Bates range.  It will simply

 22  be useful to have in the record as the council and you

 23  work your way through this very complicated, lengthy

 24  procedure.

 25              JUDGE NOBLE:  Thank you.  Is there an
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 01  argument from the project proponents?

 02              MR. JOHNSON:  Yes, Your Honor.  And, again,

 03  we concur with Ms. Larson's argument.  I would just add

 04  that as the council is aware, this adjudication and the

 05  rules for it and what it is to consider derives from the

 06  charge to the council and RCW 80.50.010, which

 07  essentially requires that during the adjudication, the

 08  council balance the need for new energy facilities

 09  against the environmental and other societal

 10  considerations.  And at least with regard to those

 11  issues that aren't specifically addressed in WAC 463-62,

 12  the council has the authority to weigh that legislative

 13  policy against the broad public interest and consider

 14  that there are not, you know, adverse impacts on the

 15  environment, ecology, water, et cetera.  And these

 16  issues are precisely what the DEIS speaks to.

 17              I think, as has been clear from the briefing

 18  on this matter, we have all agreed that this is not an

 19  adjudication of DEIS adequacy.  This is not arguments

 20  about the SEPA process per se, but to the extent the

 21  environmental analyses that is included in the DEIS bear

 22  on the issues that the council must consider during this

 23  adjudication, it is important to have that in the

 24  record.  And that is not to suggest that the parties

 25  agree with everything that's in the DEIS, but there are
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 01  certainly things -- in fact, we disagree, as you are

 02  aware, with some of the things in the DEIS.  But it is

 03  still evidence that can and should be considered as

 04  appropriate by the council.

 05              And as a practical matter, it's difficult to

 06  discern the distinction between the consideration of the

 07  DEIS and, for instance, the air and water permits.  As

 08  you have pointed out to us, both in some of your rulings

 09  and I think at our last prehearing conference, it's not

 10  crystal clear as to how those processes play into this

 11  adjudication, but you did indicate that you expected

 12  that we would be presenting issues related to, for

 13  instance, air emissions and things that are covered by

 14  that permitting process, same with water permitting

 15  processes.  And I think that similarly with regard to

 16  the DEIS, it's appropriate to consider evidence that has

 17  been subject to the SEPA review.

 18              And then as a practical matter, you know, we

 19  awaited the issuance of the DEIS before commencing this

 20  adjudication.  So it seems that that wouldn't have been

 21  necessary if we weren't going to be able to utilize the

 22  DEIS and the comments and other evidence related to it

 23  during this adjudication.

 24              So given that the parties are on record that

 25  we are not conducting an adequacy hearing here, we would
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 01  urge the council to enter the DEIS as an exhibit for

 02  that limited purpose.

 03              JUDGE NOBLE:  I did hear everything you

 04  said, Mr. Johnson.

 05              MR. JOHNSON:  I didn't know they were back

 06  there, Your Honor, or I would have shut up.

 07              JUDGE NOBLE:  Anything further?

 08              MR. JOHNSON:  No, Your Honor.

 09              JUDGE NOBLE:  All right.  Well,

 10  preliminarily, I want to say that when the parties asked

 11  that we await the issuance of the draft EIS to commence

 12  them -- to commence the adjudication evidentiary

 13  hearing, it was my hope that the parties would review

 14  the draft EIS and see that some matters had been

 15  adequately dealt with and that they may not need to

 16  bring evidence and go to the expense of litigating on

 17  every subject, and waiting for the draft EIS issuance

 18  was not meant to be an indication that it would become

 19  part of the adjudication.

 20              And I understand your arguments on both

 21  sides that it is useful, a useful piece of information,

 22  and also the difficulty of the fact that the mention of

 23  the DEIS, as I've observed, has been interwoven through

 24  the testimony.  And so I want to make this a nuanced

 25  enough ruling that you will be able to work with it.
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 01              But first of all, I wanted to say that the

 02  EFSEC statutory process is four parts essentially, and

 03  each part is separate.  That's been recognized by the

 04  state Supreme Court, which have said that EFSEC -- and

 05  I'm sure you know -- has a unique statutory framework.

 06  And that was in the Friends of the Columbia Gorge, the

 07  Whistling Ridge case, 178 Washington 2d 320 in 2013.

 08  And even before that in the Kittitas turbines case, in

 09  2008, the Supreme Court recognized the separate strands

 10  of EFSEC's process and, again, the uniqueness of it, in

 11  165 Washington 2d 275.  The court in that case licensed

 12  EFSEC's process to -- or likened EFSEC's process to

 13  licensing and stressed the need to focus on the process

 14  of procedures used by the issuing agency, noting that an

 15  appellate court affords deference to an agency's

 16  construction of its own rules and statutes.

 17              As has been mentioned, the parties were

 18  informed of the separate nature of EFSEC's processes and

 19  how the council sees it.  I recognized in one earlier

 20  case, the Kittitas Valley case, the DEIS was entered

 21  into the adjudication record along with comments from

 22  the public in connection with the DEIS process.  It's my

 23  view that that was in error.  And in speaking with

 24  council members that have been involved in the past,

 25  it's my understanding that was the only time that
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 01  happened, but I can't say for sure.  It is essentially

 02  the council's position that the draft EIS should not be

 03  coming into evidence.

 04              And my analysis is as follows:  First of

 05  all, SEPA provides for either an administrative internal

 06  appeal process or no administrative appeal.  EFSEC has

 07  no immediate administrative appeal for good reasons.

 08  One is its multipart structure of four separate

 09  processes, and the second -- one of the second -- the

 10  other reasons is that it's -- the DEIS is not a final

 11  decision, nor is the EFSEC the final decision-maker.

 12  And so if an entity permits an appeal of a threshold

 13  SEPA determination, for instance, that appeal must be

 14  tied to underlying government action of -- which would

 15  be a final action; and that is, if an agency doesn't

 16  provide for a hearing or appeal on the underlying

 17  governmental action, either a hearing on the agency's

 18  recommendation or an agency appeal hearing after the

 19  decision is made, the agency may not hold a SEPA

 20  administrative appeal except under circumstances that

 21  don't apply here.

 22              The governmental entity permitting the SEPA

 23  appeal shall consolidate the appeal of the SEPA

 24  determination with a hearing on the appeal of the

 25  underlying governmental action.  But again, that has to
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 01  be a final action providing for a single simultaneous

 02  hearing, which is not the case with EFSEC with the

 03  statutes that we operate under.  EFSEC statutes do not

 04  provide for an internal appeal of its recommendation,

 05  which is not a final decision.  A final decision,

 06  obviously, is made by the governor of the State of

 07  Washington by statute.  The appeal of the governor's

 08  decision, including the appeal of the SEPA process, goes

 09  to the state Supreme Court.

 10              EFSEC recommends a course of action to the

 11  governor that is informed by all of its different four

 12  processes.  EFSEC's four processes are laid out, for

 13  example, not only in the statutory framework but in

 14  EFSEC's rule, WAC 463-14-080, which clearly sets out

 15  four different processes, one being the land use

 16  hearing, and this -- that has taken place already and an

 17  order was issued from that on August 1, 2014; the SEPA

 18  review, which is ongoing and still not complete and a

 19  work in progress; an EFSEC-initiated independent study

 20  is the third process.  In this case, EFSEC has not

 21  chosen to do that.  And finally, this adjudication is

 22  the fourth separate process.

 23              Various rules of the EFSEC reflect the

 24  separateness of the process that I have pointed to

 25  before, one being the fact that none of EFSEC's staff or
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 01  its consultants, those people working on the draft EIS,

 02  can be called as witnesses in this adjudication.

 03              So there is no SEPA appeal to EFSEC and

 04  EFSEC's proceeding on in this case with its separate

 05  adjudication which cannot consist of any appeal of the

 06  SEPA documents.  And you've recognized that in your

 07  arguments that that's the case.

 08              So then we come to whether or not the DEIS

 09  is proper evidence in the adjudication.  Well, first of

 10  all, this DEIS is a draft and you have all sent in your

 11  preliminary and your final proposed issues.  Whether

 12  EFSEC's DEIS is adequate, et cetera, is not at issue in

 13  this adjudication.  No findings and conclusions will be

 14  written concerning the draft EIS at all.  EFSEC's rules

 15  provide that we all do not have to await the issuance of

 16  the final EIS before commencing and conducting the

 17  adjudication.

 18              As a piece of evidence, the DEIS is

 19  irrelevant.  Relevant evidence, as you-all know, is

 20  evidence that is having any tendency to make the

 21  existence of any fact that is of consequence to the

 22  determination of the action more probable or less

 23  probable than it would be without the evidence.  You-all

 24  know ER 401, while there are no issues about the draft

 25  EIS or the EIS process.  And so quite plainly the draft
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 01  EIS is not evidence.  It may be a useful piece of

 02  evidence -- excuse me, piece of information, but it

 03  isn't a piece of evidence.

 04              And so I understand that it has been

 05  presented in various pieces throughout the various

 06  things that are being offered as evidence, but the draft

 07  EIS itself cannot be admitted as an exhibit and will not

 08  be.

 09              Now, I get to the problem of having the

 10  mention of the draft EIS by various witnesses.  And I

 11  understand that the witnesses came to be involved often

 12  in this case in their review of the draft EIS.  And so

 13  their expert testimony and thinking and analysis has

 14  started at that place.  And so I'm not going to try to

 15  strike out every mention of the draft EIS that the

 16  witnesses may make, but I won't allow the witnesses to

 17  talk at any length at all about their opinion about its

 18  adequacy, except to say that that is the place where

 19  they start.  And, of course, they can say that they

 20  don't agree, but they cannot testify at any length about

 21  it.  And so the mention of the draft EIS and anything

 22  that is said by any witness about the draft EIS will be

 23  simply background.  It will not be substantive evidence.

 24  And I will try to walk that fine line to allow smooth

 25  testimony by the witnesses without trying to chop it up
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 01  and exclude any -- even the very mention of the draft

 02  EIS.  So it will only be considered -- it will only be

 03  background, not substantive evidence, no finding and

 04  conclusion about the draft EIS.

 05              The draft itself will not come in.  I have

 06  to take a look at the other exhibits.  If they contain

 07  large sections of the draft EIS, I may have to revise

 08  this ruling and exclude those large sections as

 09  irrelevant.  But I haven't seen the exhibits until this

 10  morning.  They're just here and I haven't been able to

 11  read through them and see if any of them are problematic

 12  in that regard.  But the entire draft EIS will not be

 13  coming in as an exhibit.

 14              The applications, the revised application

 15  that was submitted about a month ago, is a relevant

 16  piece of evidence and that will be admitted.  And I

 17  understand that that contains portions and references to

 18  the PDEIS, the preliminary DEIS.  And to the extent that

 19  that is referential and background, I don't see that's a

 20  problem, but that also will not be substantive evidence.

 21              So that's a rather long ruling.  I'm sorry

 22  to put you through a long ruling like that, but we've

 23  all made our record and we need to move forward.

 24              Does anyone have a question at this point

 25  about this ruling?
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 01              MR. JOHNSON:  Your Honor, does the ruling

 02  extend to, for instance, comment letters that were --

 03  may be appended to witness prefiled testimony that were

 04  incorporated by reference?  And what I mean there, and

 05  you may have noticed this, there are a number of

 06  exhibits, I believe, to prefiled testimony that include

 07  a particular expert's comment letter -- or comments

 08  related to the draft EIS, but they are substantive in

 09  nature.  So, for instance, if it were a water issue or

 10  an air issue, it's not being presented because it was a

 11  comment to the DEIS; it's being presented because it

 12  is -- they're a substantive analysis of that issue which

 13  is an issue that we're considering, for instance.

 14              JUDGE NOBLE:  Thank you for that question.

 15  I will be examining these prefiled exhibits very closely

 16  about that.  And to answer your question, those would be

 17  admissible because those are focusing on the experts'

 18  testimony moving forward from the point of background,

 19  which is their view of whatever part of the draft EIS

 20  they were analyzing.  So the essence of that is not what

 21  they are saying at that point about the draft EIS,

 22  although it can't be a lengthy critique.  It has to be

 23  the witness' own testimony and expertise that they're

 24  presenting their view.

 25              There are -- and I didn't mention this,
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 01  there are also prefiled exhibits that have to do with

 02  data requests which I don't find relevant at all, but I

 03  need to look at the actual exhibit to make sure that I'm

 04  ruling correctly on each one of those.  So I just --

 05  initially, just looking at the titles of those exhibits,

 06  they do not look to be relevant, but I'll have to look

 07  at them before I can rule on them.

 08              MR. JOHNSON:  All right, Your Honor, because

 09  the data requests are -- many of them are responding to

 10  issues associated with the application and in some cases

 11  supplementing information that's in the application.  So

 12  to the extent those bear on the technical issues, for

 13  instance, related to the project design or other things,

 14  I would submit that those are relevant, just as relevant

 15  as the application.

 16              JUDGE NOBLE:  Yes.  The application is

 17  totally relevant and needs to come in.  And if they

 18  relate to the application, I would think those would be

 19  relevant as well.  But it's difficult for me to say in

 20  the abstract what I would rule on any given exhibit

 21  without actually looking at it and studying it.

 22              MR. JOHNSON:  I understand.

 23              JUDGE NOBLE:  But I wanted to give you the

 24  framework I have if they're related to the draft EIS,

 25  then they might have to be excluded.
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 01              MR. JOHNSON:  Thank you.  I understand.

 02              JUDGE NOBLE:  Does anyone else have any

 03  questions?  Yes?  Identify yourself for the record,

 04  first.

 05              MS. REED:  Your Honor, Karen Reed for the

 06  City of Vancouver.  If we use -- if we referred to the

 07  DEIS in order to provide factual information, in other

 08  words, we referred to factual information contained in

 09  the DEIS and -- rather than the underlying report or

 10  document from which that factual information was

 11  derived, will we have an opportunity to move for the

 12  admission of the underlying report that contains that

 13  information given your ruling on the DE -- the

 14  admissibility of the DEIS?

 15              JUDGE NOBLE:  Initially, I think that would

 16  be reasonable and I think that would be acceptable.  If

 17  there is an objection to that, I have to hear it at the

 18  time.  I don't know what would be in the report and

 19  neither does -- do your opponents.

 20              MS. REED:  Okay.  Thank you, Your Honor.

 21              JUDGE NOBLE:  I think that audio is going to

 22  be an issue.  I had expected that there would be more in

 23  the way of microphones for everyone.  So sometimes

 24  people are going to have to speak up so that both the

 25  court reporter and those that are videoing this process
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 01  are going to be able to hear.  Thank you.

 02              And the attorneys in the back, you have to

 03  let me know if you're unable to hear the people in the

 04  front.  We'll really work on that.  I had expected all

 05  the tables would have microphones.

 06              Anything else that we need to do

 07  preliminarily before I go up and get the council?

 08              MR. JOHNSON:  One quick issue, Your Honor.

 09  We've noticed this morning, at least early in the

 10  morning that, because of the crowd outside, some of

 11  the -- getting the attorneys and witnesses moved in and

 12  out is presenting a bit of an issue.  Is there any way

 13  we could work with staff maybe to get some kind of a

 14  badge or something for, you know, attorneys and

 15  witnesses so that they could kind of jump to the front

 16  of the line when they're moving through if it gets

 17  crowded?

 18              JUDGE NOBLE:  I think there is.  Would you

 19  talk to Ms. Wraspir about that and also Pam -- I've

 20  forgotten Pam's last name.

 21              MR. JOHNSON:  McDonald.

 22              JUDGE NOBLE:  -- Pam McDonald, who is the

 23  facility manager here, and we'll do what we can to make

 24  sure that happens.

 25              MR. JOHNSON:  Thank you.
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 01              JUDGE NOBLE:  And we have bag check and

 02  wanding going on, as well, for everyone's safety and

 03  security.  So it will take longer than it would

 04  normally.  Anything else before I get the council?  All

 05  right.  We'll be off the record.

 06              (Recess taken from 9:12 a.m. to 9:29 a.m.)

 07              JUDGE NOBLE:  Good morning.  This is before

 08  the State of Washington Energy Facility Site Evaluation

 09  Council in the Matter of Application No. 2013-01, Tesoro

 10  Savage LLC Vancouver Energy Distribution Terminal, Case

 11  No. 15-001.

 12              This hearing is being held pursuant to due

 13  and proper notice to all interested parties by EFSEC

 14  order dated February 3rd, 2016, to take place commencing

 15  today, June 27, 2016, at 9:00 a.m. through July 25,

 16  2016, at approximately 5 p.m.

 17              It is an adjudication pursuant to RCW

 18  Chapter 80.50, and Washington Administrative Code,

 19  Chapter 463, and it is a separate proceeding, part of

 20  EFSEC's multipart energy project review process.  At the

 21  close of the record in this adjudication, the council

 22  will issue findings and conclusions on all litigated

 23  issues brought by the parties in this adjudication.

 24  After that, EFSEC will consider all it has learned from

 25  its separate processes, including this adjudication, the
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 01  environmental review and the land use decision and make

 02  a recommendation to the governor of the State of

 03  Washington on this application.

 04              I would like to say that the parties have

 05  agreed to divide the adjudication time as follows:  Nine

 06  days for the proponents; the Tesoro Savage LLC and Port

 07  of Vancouver USA are the proponents in this matter.  One

 08  day has been allocated to the Counsel for the

 09  Environment from the Attorney General's office of the

 10  State of Washington, and nine days for the project

 11  opponents.

 12              We expect that the last day, if the

 13  proponents do not reserve any time, will be on July 12th

 14  for the proponent's case, although I don't know whether

 15  any reservation of time will be made, and then the

 16  Counsel for the Environment and the opponents will

 17  present their case.

 18              We are going to keep track of the time with

 19  a time clock and one of the EFSEC employees is in charge

 20  of that.  And so anyone can check and see how much time

 21  is left and also check to see when, approximately,

 22  certain parties will be presenting their case.

 23              The last day of the hearing on July 29 will

 24  be for closing arguments and for the public comment, but

 25  the public comment must be based only on the evidence in
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 01  this adjudication.  That is an important detail.  The

 02  public is going to be able to follow this adjudication

 03  and pay attention to the evidence in it, both by

 04  observing here in person and then also we have video

 05  staff here from Clark County TV that is going to be

 06  presenting on their website -- hosting the video so that

 07  everyone will be able to watch the entire proceedings at

 08  home on their computers.  And the way to get to that is

 09  to go to the EFSEC website.  There will be a link at

 10  www.efsec.wa.gov.

 11              EFSEC staff is to the left of -- at those

 12  tables, and I want to introduce Ms. Tammy Mastro.

 13  Ms. Mastro is in charge of the exhibits and she will be

 14  presenting the exhibits once they're exhibit -- once

 15  they're admitted up on the screens that you see around

 16  the room, so that the folks in the back will be able to

 17  look on that screen back there and see the exhibits

 18  about which there is testimony.

 19              We have a court reporter today from Buell

 20  Realtime Reporting and his name is Mr. Micheal Johnson.

 21  He needs to be able to understand and hear everything

 22  that the parties are saying and that the witnesses are

 23  saying.  So, again, it's very important that we are

 24  quiet in the hearing room.

 25              So I would like to proceed now with
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 01  introduction of the council members.  And I'll start to

 02  my -- to my immediate right is Bill Lynch, who is the

 03  chair of the Energy Facilities Site Evaluation Council.

 04  Would you raise your hand?  Thank you.

 05              And then I'll go off to my far right.  Larry

 06  Paulson is a member of the council, a non-voting member

 07  from the Port of Vancouver; Mr. Greg Shafer works for

 08  Clark County; Mr. Bryan Snodgrass for the City of

 09  Vancouver; Mr. Ken Stone, Department of Transportation;

 10  Joe Stohr from the State Department of Fish & Wildlife.

 11  My name is Cassandra Noble.  I am the administrative

 12  appeal judge who is managing this hearing; Mr. Cullen

 13  Stephenson is here from the Department of Ecology;

 14  Mr. Dennis Moss, the Utilities and Transportation

 15  Commission; Mr. Dan Siemann, Department of

 16  Transportation -- Natural Resources, sorry; and

 17  Mr. Jaime Rossman from the Department of Commerce.  It's

 18  been a long morning already.

 19              And now for the council's sake, I would like

 20  all the parties to introduce themselves and who they

 21  represent.  And it might be helpful if I called the

 22  names of the parties.  We'll start with Tesoro Savage

 23  LLC.

 24              MR. DERR:  Thank you.  Good morning, my name

 25  is Jay Derr.  I am here representing the applicant, and
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 01  additionally with me here representing the applicant is

 02  Dale Johnson and Tadas Kisielius, and then Mandie Kleiss

 03  who is keeping track of all of our documents.  And then

 04  we have representatives from the company and the

 05  applicant that are in the audience, but I don't think I

 06  need to introduce everybody that's here for the record.

 07              JUDGE NOBLE:  Thank you.  Thank you,

 08  Mr. Derr.

 09              And the Counsel for the Environment?

 10              MR. KERNUTT:  Matthew Kernutt, Counsel for

 11  the Environment.

 12              JUDGE NOBLE:  Port of Vancouver USA?

 13              MS. MARTIN:  Thank you, Judge.  Connie Sue

 14  Martin on behalf of the Port of Vancouver, along with my

 15  partner David Bartz and our paralegal at the end of the

 16  table, Annalisa Provence.  There are representatives of

 17  the Port of Vancouver also in the audience.

 18              JUDGE NOBLE:  Thank you.

 19              The City of Spokane?

 20              City of Vancouver?

 21              MS. REED:  Your Honor -- is it working?

 22  Your Honor, my name is Karen Reed.  I'm with the City of

 23  Vancouver, and also at the table with me is Bronson

 24  Potter and Susan Drummond.

 25              JUDGE NOBLE:  Thank you, Ms. Reed.
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 01              City of Washougal?

 02              Clark County?

 03              MR. HALLVIK:  Taylor Hallvik on behalf of

 04  Clark County.

 05              JUDGE NOBLE:  Columbia River Inter-Tribal

 06  Fish Commission?

 07              MR. LOTHROP:  Good morning, Your Honor.  I'm

 08  Rob Lothrop with the Columbia River Inter-Tribal Fish

 09  Commission.  With me is Julie Carter and Faron Scissons,

 10  our administrative assistant.

 11              JUDGE NOBLE:  Thank you.  Columbia

 12  Waterfront LLC?

 13              MS. LARSON:  Linda Larson, and with me is

 14  Daniel Timmons.

 15              JUDGE NOBLE:  Confederated Tribes of the

 16  Umatilla Indian Reservation?

 17              MR. HALL:  Good morning, Your Honor, Chair

 18  Lynch, members of the council.  Brent Hall on behalf of

 19  Umatilla Reservation.

 20              JUDGE NOBLE:  Confederated Tribes and Bands

 21  of the Yakama Nation?

 22              MS. PENN-ROCO:  Amber Penn-Roco representing

 23  the Yakama Nation.

 24              JUDGE NOBLE:  Department of Natural

 25  Resources?

�0134

 01              MR. PRUIT:  Terry Pruit for DNR.

 02              JUDGE NOBLE:  And representing several

 03  parties, Earthjustice, and Earthjustice is representing

 04  the Columbia Riverkeeper, Climate Solutions,

 05  ForestEthics, Friends of the Columbia Gorge, Fruit

 06  Valley Neighborhood Association, Sierra Club, Spokane

 07  Riverkeeper and the Washington Environmental Council.

 08              MS. BOYLES:  Good morning, council members.

 09  My name is Kristen Boyles.  I'm here with Janette

 10  Brimmer and Anna Sewell.

 11              JUDGE NOBLE:  Thank you.  The International

 12  Longshore Warehouse Union Local 4?

 13              And have I forgotten any party?  Thank you.

 14              Are there any matters that we need to

 15  dispose of before proceeding today, either on or off the

 16  record before we proceed to opening statements?  Hearing

 17  none, let me ask if the parties want to present opening

 18  statements today?

 19              MR. DERR:  The applicant would like to

 20  present a statement, Your Honor.

 21              JUDGE NOBLE:  And are any of the other

 22  parties, either the opponents or Counsel for the

 23  Environment, presenting openings today?

 24              MS. DRUMMOND:  Yes, the City of Vancouver

 25  will be presenting an opening argument, Your Honor.
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 01              JUDGE NOBLE:  All right.  And Counsel for

 02  the Environment?

 03              MS. BRIMMER:  I will be speaking briefly,

 04  yes, Your Honor.

 05              JUDGE NOBLE:  All right.  And Ms. Boyles?

 06              MS. BOYLES:  Yes, Your Honor, I will be

 07  briefly.

 08              MR. HALL:  And, Your Honor, Brent Hall, and

 09  I will be briefly following Ms. Boyles.

 10              JUDGE NOBLE:  All right.  Well, it is

 11  anticipated that we're going to have short breaks, two

 12  breaks every morning, two breaks in the afternoon, but

 13  we were late starting today, so with the indulgence of

 14  our court reporter, we won't have a break and we'll just

 15  proceed on with the arguments until possibly 11:00, if

 16  that's acceptable.

 17              MS. MARTIN:  Judge Noble, just briefly, the

 18  Port of Vancouver also has an opening statement.

 19              JUDGE NOBLE:  All right.  Thank you.

 20              All right.  Please proceed with opening,

 21  Mr. Derr.

 22              MR. DERR:  Thank you, Your Honor, Chair

 23  Lynch, members of the council.  I want to open by

 24  expressing my recognition and appreciation for the time

 25  and attention the EFSEC council and staff have -- and
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 01  are continuing to put into the evaluation of the

 02  proposed Vancouver Energy terminal project.  Goes

 03  without saying it's a lot of information and a lot of

 04  information for us to explain to you over the next few

 05  weeks and we'll do our best to do that.

 06              There is no doubt this is a very important

 07  decision for the energy future of this state, as well as

 08  the region, and therefore a very important decision for

 09  EFSEC.  The project has become controversial with very

 10  strong views on all sides.  The debate has ranged from

 11  specific aspects of the terminal itself, to much broader

 12  policy questions about the country's fossil fuel future

 13  and how or how fast we might transition to alternative

 14  fuels.  These are very important policy debates, but

 15  they are not the decision that faces EFSEC with this

 16  application.  EFSEC will not change our region's

 17  dependence on fossil fuels with this site certificate

 18  decision.

 19              The evidence will show the current constant,

 20  if not growing, needs of our transportation sector

 21  continue to rely on a plentiful and stable supply of

 22  crude oil.  We ask that EFSEC's review should be focused

 23  on the facility site, a heavy industrial site in the

 24  middle of a heavy industrial zone with rail and marine

 25  infrastructure already in place to accommodate the
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 01  Vancouver Energy terminal.  That's how we've organized

 02  our presentation to you first and foremost on the

 03  terminal itself.

 04              When you focus on the terminal, it's not

 05  really that complicated.  It may be controversial, but

 06  it's not that complicated.  The project is not a

 07  refinery; it's not a petroleum-processing facility.

 08  It's simply a transfer operation where crude oil arrives

 09  by train, is unloaded into a storage tank and then

 10  loaded on the vessels for shipment to refineries on the

 11  West Coast, including Washington.

 12              You will hear evidence of how the terminal

 13  will be designed and operated to meet or, in many cases,

 14  exceed the very latest regulatory and industry standards

 15  for safe operation that protects the people of the local

 16  community and preserves and protects a healthy

 17  environment.

 18              Rail and marine vessel transport risks have

 19  generated the most public attention during project

 20  review.  It's important to remember the applicant does

 21  not own, operate or control rail or vessel

 22  transportation to or from the facility.  That is handled

 23  by others.

 24              It's also important to remember that rail

 25  transportation, including crude-by-rail transportation
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 01  in many aspects of marine vessel transportation are

 02  already occurring on these same transportation corridors

 03  and will continue to occur with or without the Vancouver

 04  Energy terminal.

 05              Additionally, both of these modes of

 06  transportation are thoroughly regulated by the federal

 07  government.  Nonetheless, the evidence we will present

 08  will explain how those transportation sectors operate to

 09  give EFSEC confidence that the regulatory oversight of

 10  those industries is sufficient.

 11              Under the EFSEC enabling statute, your

 12  decision must accommodate increasing demands for energy

 13  with the other public interests.  This consideration

 14  must be based on several factors, three of which will be

 15  the focus during this hearing:  abundant energy at

 16  reasonable costs, protecting and preserving the quality

 17  of the environment, and operational safeguards at least

 18  as stringent as federal standards.

 19              EFSEC regulations in Washington

 20  Administrative Code 463-62 provide very specific

 21  guidance on how several elements of the environment

 22  should be addressed in this proceeding.  For seismicity,

 23  noise, fish and wildlife, wetlands, water quality and

 24  air quality, EFSEC regulations state that compliance

 25  with the regulatory standards specified in the
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 01  administrative code shall satisfy the requirements for

 02  issuance of the site certificate.

 03              The evidence will demonstrate how the

 04  project meets or exceed those standards for each of

 05  those respective subject areas.  That compliance is

 06  sufficient for the site certificate.

 07              You will hear quite a bit about risk,

 08  especially risk associated with rail and vessel

 09  transportation.  This risk was brought even closer to

 10  home after the recent derailment in Mosier.  You will

 11  see pictures of fiery derailments that some will argue

 12  prove the risk is too great.  However, the evidence to

 13  be presented by the risk experts using risk science

 14  rather than fiery photos will demonstrate the risks are

 15  remote and therefore reasonable in the light of the

 16  demonstrated need for the proposed energy facility.

 17              You will hear explanations of the scope of

 18  existing state and federal regulations in place and

 19  under review that address design and operational issues

 20  necessary to minimize risk and encourage vital

 21  interstate commerce.

 22              You will also hear testimony that the

 23  planning, training and equipment is in place to respond

 24  to these remote risks and they're constantly being

 25  tested and upgraded.  In fact, some of the most recent
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 01  reports of the incident in Mosier indicate that the

 02  response planning, training and equipment were ready and

 03  worked.

 04              I want to come back to the public interest

 05  as described in the policy statement in the EFSEC

 06  statute that recognizes a pressing need for energy

 07  facilities, what the statute also describes as an

 08  obligation to provide abundant energy at reasonable

 09  costs.  Our first witness will explain why this facility

 10  is needed to meet the increasing energy demands of this

 11  state, as well as the West Coast in general.  He will

 12  show that the demand for crude oil in Washington and on

 13  the West Coast is steadily increasing, while historic

 14  supplies from Alaska and California are declining.  He

 15  will explain that crude oil is particularly important

 16  for the transportation sector of our economy.  He will

 17  also explain the transportation sector's need for crude

 18  oil-based fuels is not simply for fueling personal

 19  automobiles that brought us here today, but is vital to

 20  many other segments of our state economy such as

 21  agriculture, aviation and trade.

 22              Like it or not, we continue to be a state

 23  economy dependent on petroleum fuels and therefore our

 24  crude oil to manufacture those petroleum fuels.  This

 25  project responds to that need at a time when other
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 01  domestic services are declining and thus provides a

 02  vital bridge to our state's energy future.

 03              In summary, the evidence you will be

 04  reviewing over the next several weeks supports a

 05  decision that the Vancouver Energy terminal at the Port

 06  of Vancouver is the best option for addressing the

 07  state's need for new supplies of petroleum fuels to

 08  supply our West Coast refineries and fuel our economy.

 09  The necessary infrastructure is in place at this

 10  location and therefore the environmental impacts and

 11  risks can be mitigated to a degree that protects the

 12  public interest and the quality of our environment.

 13  Thank you.

 14              MS. MARTIN:  Good morning, Chair Lynch,

 15  members of the council and Judge Noble.  My name is

 16  Connie Sue Martin from the law firm Schwabe,

 17  Williamson & Wyatt, and together with my partners David

 18  Bartz and Lisa Lowe, I represent the Port of Vancouver

 19  USA.

 20              The Energy Facilities Site Locations Act

 21  recognizes the pressing need for energy facilities such

 22  as this one.  This council is charged with evaluating

 23  the proposed project and concluding whether or not after

 24  evaluating impacts there is a net benefit.  The Port of

 25  Vancouver will offer evidence and testimony during this
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 01  adjudication to establish the benefits to the public of

 02  allowing this project to be sited at the Port of

 03  Vancouver.

 04              Alastair Smith, the port's chief marketing

 05  and sales officer, will testify to a number of these

 06  public benefits.  First, there is a long-term market

 07  viability for US crude oil, making this a wise

 08  investment for the Port of Vancouver, for the port to

 09  support future economic growth through increased

 10  revenues.

 11              The region will benefit from increased jobs

 12  established by this project.  Tax revenue will provide

 13  more funding for our local schools, roads, police, fire

 14  and other public services, as well as allowing the port

 15  to reinvest in its infrastructure to attract even more

 16  business and jobs to Clark County.  And, of course,

 17  economic development is the mandate to public ports in

 18  the state of Washington established under its

 19  legislature creating them.

 20              The project is the end result of

 21  opportunities created by the port through its

 22  development of the West Vancouver Freight Access

 23  project, the WVFA, which was done to reduce congestion

 24  and increase the movement of freight by rail.  Multiple

 25  sources of funding and many public and private parties
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 01  contributed to the WVFA, which is expected to reduce

 02  rail congestion by up to 40 percent, improve the use of

 03  port infrastructure for existing and yet-to-be-developed

 04  tenants and to open up the waterfront to the public and

 05  for new development.

 06              The WVFA was a concerted effort by the port

 07  to create jobs and generate economic benefit by

 08  investing in its freight rail infrastructure and, in

 09  particular, infrastructure designed to facilitate more

 10  unit train traffic.

 11              The design of the Tesoro Savage facility

 12  enables the port to use otherwise underutilized heavy

 13  industrial property zoned for uses such as this without

 14  impacting existing port tenants and uses.

 15              And finally the port -- excuse me, the

 16  project is consistent with the port's mission, which is

 17  to provide economic benefit to the community through

 18  leadership, stewardship and partnership in marine,

 19  industrial and waterfront development.

 20              Larry Guthrie, the port's rail expert, has

 21  already testified in his prefiled written testimony that

 22  the port has taken a well-designed rail system and made

 23  it even better and safer by implementing recommendations

 24  he made for the rails that the oil trains will traverse

 25  at the port.  Mr. Guthrie has also testified that the
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 01  port is committed to maintaining its rails at a

 02  higher-than-industry standard to further enhance safety.

 03              David Sawicki, the port's site safety and

 04  emergency response planning expert witness who has over

 05  40 years of experience working with industry, public

 06  agencies and oil spill response cooperatives, testified

 07  in his prefiled written testimony that the project has

 08  been designed and engineered to be as safe as possible

 09  and will be safe and suitable at the proposed location

 10  at the Port of Vancouver.  Mr. Sawicki also testified

 11  that the project location will be suitable with regard

 12  to other port tenants and uses.

 13              Finally, Dr. Christopher Earle, the port's

 14  expert ecologist, testified in his prefiled testimony

 15  that impacts from vessel wakes are and, under the

 16  proposed project, would remain uncommon and minor.

 17  There are two reasons for this, according to Dr. Earle.

 18              First, the Lower Columbia River has been

 19  subjected to numerous engineered modifications during

 20  the history of its development as a transportation

 21  corridor.  Fill has been placed, riprap has been

 22  installed and it has substantially reduced the portion

 23  of the river where native vegetation and prehistoric

 24  sediment may occur.

 25              Second, there are only a limited number of
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 01  sites where wake stranding of salmonids can occur

 02  because the site has to be both close enough to the

 03  transportation corridor and also possess the low-angle

 04  beach and other topographic features that allow the full

 05  exposure of wake effects to occur.

 06              The testimony and evidence offered during

 07  the adjudication will show that the property of the Port

 08  of Vancouver provides a suitable place through which to

 09  move crude oil to meet the needs of West Coast

 10  refineries and that the benefits of siting the project

 11  at the Port of Vancouver outweigh the impacts.  Thank

 12  you.

 13              JUDGE NOBLE:  Thank you.  I'll let the

 14  parties, the opponent parties come forward in the order

 15  they wish.

 16              MS. DRUMMOND:  Thank you, Your Honor.  Susan

 17  Drummond on behalf of the City of Vancouver.  With me

 18  today at the counsel table, Bronson Potter, City

 19  attorney, and Karen Reed, assistant City attorney.

 20              Before the council is a proposal to

 21  transport and handle 15 million gallons of Bakken crude

 22  per day in the heart of the fourth largest city in

 23  Washington state.  In other words, this is a proposal to

 24  handle what is the equivalent of 1,667 tanker trucks

 25  every day in a city of 165,000, and more than that, will
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 01  be stored on site.

 02              The City is opposed to this project because

 03  it jeopardizes the safety of its citizens.  It threatens

 04  the environment upon which the city depends and it puts

 05  at risk its land use planning and its financial

 06  investments.

 07              Captain Smith of the Titanic stated before

 08  he sailed, "I will say that I cannot imagine any

 09  condition which would cause the ship to founder.  I

 10  cannot conceive of any vital disaster happening to this

 11  vessel.  Modern shipbuilding has gone beyond that."  In

 12  1912, the Titanic hit an iceberg and 1500 people

 13  drowned.

 14              The applicant in this proceeding will look

 15  to statistical analysis, mathematical equations,

 16  algorithms in an attempt to deliver a message not unlike

 17  Captain Smith.  The City will look to reality.  The

 18  City's witnesses will detail the alarming number of

 19  accidents which have been occurring over the last

 20  decade.  They will detail the 25 very serious rail

 21  accidents which have been occurring at an average of

 22  over two per year.

 23              I think everyone in this room is familiar

 24  with the tragedy which occurred in Lac-Megantic Canada

 25  in 2013.  In that catastrophe, 59 tank cars released and

�0147

 01  1.6 million gallons of Bakken crude spewed forth

 02  creating an inferno which eviscerated that downtown,

 03  taking with it 47 people.

 04              Closer to home in Mosier we had yet another

 05  accident.  That was on June 3rd.  In that accident,

 06  42,000 gallons were released.  And more generally on

 07  BNSF tracks in Washington state, there are accidents

 08  every single month.  Accidents happen.  Most are not

 09  catastrophic, but it only takes one.

 10              Fortunately, EFSEC is required in its

 11  decision-making to account for the public interest, and

 12  in accounting for the public interest.  Public safety is

 13  paramount.  The applicant has a duty to ensure that its

 14  project will not put the citizens of this state at risk

 15  and EFSEC has a duty to take all practicable measures to

 16  ensure the safety.

 17              Now, protecting the public safety is not

 18  only about protecting against direct injury, say from

 19  fire and explosion; it is also about protecting against

 20  injury to the environment upon which we depend.  Without

 21  clean water, without clean air, without functioning

 22  storm water and sewer systems which, as we learned in

 23  Mosier, are vulnerable in these accidents, we are not

 24  safe.

 25              Both EFSEC regulations and the State
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 01  Environmental Policy Act recognize that the right to a

 02  safe environment, the right to a healthful environment

 03  is a fundamental and inalienable right which is held by

 04  every single citizen of this state.  As such, EFSEC has

 05  a duty to ensure that the impacts of this proposal are

 06  not simply mitigated below a level of probable

 07  significance, but are, in fact, minimal.  Minimal.  That

 08  is a very high standard to meet.

 09              And in looking at environmental effects,

 10  EFSEC, of course, looks to the human environment.  It

 11  looks to the City's land use planning and it looks to

 12  the neighboring uses.  And it asks questions, such as,

 13  does the proximity of the elementary school to this

 14  site, does that put those kids in jeopardy?  What about

 15  the inmates at the nearby jail facility?  Are they

 16  protected?  And what about the residents of the nearby

 17  Fruit Valley neighborhood?  Will they be safe with that

 18  facility nearby?  And, of course, what about the

 19  occupants of all the buildings along the entire route

 20  through the city, including the new city hall with its

 21  views of the tracks that these trains will run on every

 22  single day?  Are we protecting them?

 23              EFSEC also looks to the public cost of our

 24  project because EFSEC is charged with a duty to ensure

 25  that energy is being provided at reasonable cost.  And
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 01  by cost, I'm not talking about the cost to the applicant

 02  to construct the facility; I am talking about the cost

 03  to the public to house it.  As such, EFSEC will ask

 04  questions such as, has the applicant ensured that the

 05  enormous gaps in emergency response funding have been

 06  completely addressed?  What if there is a catastrophic

 07  accident and there is injury to property, to the

 08  environment, to life itself?  Is this applicant prepared

 09  to step up and make those who have been injured whole?

 10  Does it have the resources to do so?  Does it have the

 11  insurance in place that it needs?  Has it provided

 12  access to parent corporation funding, or is this a

 13  Delaware LLC which will declare bankruptcy and leave the

 14  City and State holding the bag?

 15              The City during this proceeding, along with

 16  the other intervenors that it is aligned with, which

 17  include an extraordinary range of interests,

 18  environmental groups, developers, tribal interests,

 19  other cities and Clark County, we will all demonstrate

 20  that this proposal simply does not make sense.  It is

 21  not providing Washington with energy it needs and yet at

 22  the same time it is putting our environment, our economy

 23  and our most precious resource of all, human life, at

 24  risk.  Thus at the end of this proceeding, the City will

 25  be asking that EFSEC recommend to the governor that he
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 01  deny this project.  Thank you.

 02              JUDGE NOBLE:  Thank you, Ms. Drummond.  And

 03  I want to say to the people in the back that waving your

 04  hands is not allowed.  There will be no demonstrations

 05  of approval or disapproval.  Thank you.

 06              MS. BOYLES:  Good morning, Chair Lynch,

 07  Judge Noble and council members.  My name is Kristen

 08  Boyles and with Janette Brimmer and Anna Sewell, we

 09  represent Columbia Riverkeeper, Climate Solutions,

 10  Friends of the Columbia Gorge, Fruit Valley Neighborhood

 11  Association, Sierra Club, Spokane Riverkeeper and the

 12  Washington Environmental Council.  In the briefing and

 13  exhibits, we are collectively referred to as CRK for

 14  convenience.  And I do not want to discuss, again, the

 15  points made so ably by Ms. Drummond.  So we will go to

 16  my three additional thoughts.

 17              First, I want to also thank the council and

 18  council's staff for providing this full hearing.  The

 19  concerns raised by this project and this proposal have

 20  grabbed the attention of the -- Washington and

 21  communities across Washington and the people, and the

 22  adjudication is a massive undertaking, but it is vitally

 23  important.  The council is providing an opportunity for

 24  all sides to be heard, and while this effort may not be

 25  painless, it is surely worthwhile.  And this is a
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 01  question where we have to get the answer right.

 02              Second, I want to remind the council that

 03  because of the way this hearing will unfold, you will

 04  hear from Tesoro Savage and the port first, as the

 05  applicant has the burden to show that its project is

 06  environmentally acceptable and doesn't pose an

 07  unacceptable risk to Washington's people and

 08  environment.  There will be plenty of evidence, two or

 09  three weeks hence, to counter those presentations.  So I

 10  ask that you bear in mind that the whole story won't

 11  have been told until this hearing is over.

 12              Finally, I ask you to think about need.  The

 13  governing statute, the EFSLA, requires the council to

 14  balance environmental and public health harms against

 15  the need for energy facilities in Washington state.  For

 16  this project, that balance is entirely lopsided, as this

 17  project is simply a transfer operation, as Mr. Derr just

 18  described it, and that means it provides no energy to

 19  Washington.  And the oil that will be shipped through

 20  our state will most likely not benefit Washington at

 21  all.

 22              Moreover, there is no oil shortage.  Despite

 23  a long-term slow decline in production from the Alaskan

 24  North Slope, our refineries are operating at capacity

 25  and, in fact, we are in the midst of an oil glut.  Oil
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 01  companies may need to get this oil to market, but

 02  consumers, and especially Washington consumers, will not

 03  benefit.  For Washington this project is all risk and no

 04  reward and that is counter to the statute and your

 05  mandates.  Thank you.

 06              JUDGE NOBLE:  Thank you, Ms. Boyles.

 07              MR. HALL:  Good morning, Your Honor, Chair

 08  Lynch, members of the council.  My name is Brent Hall

 09  and for the last 11 years it's been my privilege to

 10  represent the Confederated Tribes of the Umatilla Indian

 11  Reservation.  I make this opening statement today on

 12  behalf of the Umatilla tribes, the Yakama Nation and the

 13  Columbia River Inter-Tribal Fish Commission.  I am one

 14  of several attorneys to the tribal parties you'll be

 15  seeing through the course of this hearing.  We're

 16  pooling our resources to try to ensure coverage for the

 17  length of this extraordinary endeavor.

 18              I want to join in the comments of

 19  Ms. Drummond and Ms. Boyles and, for the most part,

 20  we'll try not to repeat them, but I do want to expand on

 21  the concept of risk and how that applies to the work of

 22  the tribes and its co-managers for decades done

 23  throughout the Columbia River basin.  In doing so, I

 24  also hope to communicate to you the special relationship

 25  the tribes have to the Columbia River and the salmon it
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 01  supports, a tribal first food that the tribes have

 02  relied upon for subsistence and commerce for

 03  generations, since time immemorial.

 04              Now, throughout the basin, tribes and their

 05  neighboring communities have sacrificed time and tribute

 06  to try to bring back salmon and steelhead runs that were

 07  for decades disregarded for other economic endeavors.

 08  Bringing back these fish has not been easy.  It has

 09  taken decades of commitment and effort and millions of

 10  dollars from federal, state and tribes.  It was a happy

 11  surprise when, in 2004, I returned to my hometown of

 12  Pendleton, Oregon, nearly 20 years after I had left for

 13  college and I found now the river supported salmon and

 14  steelhead.  They had been extricated when I left.  The

 15  Umatilla River runs through downtown Pendleton and the

 16  Indian reservation and now daily when I run, walk or

 17  ride along the river, I see fishers casting it and

 18  others enjoying the increased flows.

 19              Now, the restoration of fish to the Columbia

 20  River was spearheaded by the tribes, but it took the

 21  cumulative effort of the tribes, the co-managers, the

 22  neighboring communities and the northwest congressional

 23  delegation to negotiate the necessary agreements, secure

 24  the funding, implement the water exchanges, fix the

 25  passage barriers, implement the habitat restoration, to
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 01  allow the fish to begin to return.  These are just a few

 02  of the things that must be done when you restore a fish

 03  run.  That work still continues today.

 04              And the restoration of the Umatilla River is

 05  just one of many ongoing and successful efforts of fish

 06  runs in the Columbia Basin.  In the Snake River we have

 07  gone from a few fish in the early 1990s, to annual

 08  returns averaging over 22,000 adults over the last five

 09  years.  The Hanford Reach supports what is believed to

 10  be the healthiest run of fall chinook in the world with

 11  over 450,000 returning adults in 2015.  And last year we

 12  saw well over a million fall Chinook enter the mouth of

 13  the Columbia River.  I could go on and on.  We are

 14  seeing gains all over the Columbia Basin, setting

 15  records nearly every year.

 16              But this work takes a continued effort of

 17  everyone in the region.  All the co-managers and

 18  significant funding, as mentioned before, billions of

 19  dollars over the decades.  But although we've seen these

 20  gains and good returns on the region's investment, we

 21  still have 13 listed stocks in the Columbia; some stocks

 22  are more fragile than others, with only tens or hundreds

 23  of natural returning adults each year.  We have also

 24  seen declines of lamprey and sturgeon over the last

 25  20 years.  We still have a lot of work to do.
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 01              Now, the members of the tribes before you

 02  live up and down the river.  The tribes have been

 03  stewards of this fishery resource since time immemorial.

 04  The ability to access fish in the river which they

 05  relied upon for subsistence and commerce was so

 06  important to the tribes that it was a primary right they

 07  reserved and secured in the treaties of 1855.  And the

 08  federal courts have upheld that right repeatedly,

 09  including the Supreme Court, in the century and a half

 10  since the treaties were signed.  And the federal courts

 11  have also told us that right carries with it the right

 12  for habitat to be free from manmade exfoliation.

 13              Members of the council, the project before

 14  you poses grave risks to that treaty right, to the work

 15  of the tribes and their neighbors and co-managers and

 16  the resource.  A derailment can have catastrophic

 17  consequences, depending on the time of year it occurs

 18  and the location it occurs.  This proceeding cries out

 19  for a detailed knowledge of the fish runs in the

 20  Columbia River that the applicant has not demonstrated

 21  to date.  A spill into the river during a migration

 22  might make years of work in restoring that resource go

 23  undone.  It could also make fishing sites that have been

 24  handed down by family to family over generations

 25  unusable.
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 01              Even in the absence of derailment and spill,

 02  the increase in traffic will make it more dangerous for

 03  the tribal members who must cross those tracks, that

 04  live near those tracks and use them multiple times each

 05  day to get to the river.  All of these risks are ones

 06  the State of Washington should not and does not have to

 07  bear.

 08              Thank you for your time today and the work

 09  that you do.

 10              JUDGE NOBLE:  Thank you, Mr. Hall.

 11              MR. KERNUTT:  Morning, Chair Lynch, council.

 12  My name is Matt Kernutt.  I am the designated statutory

 13  Counsel for the Environment.  Pursuant to statute,

 14  Attorney General Ferguson appointed me to independently

 15  represent the interests of the public and their broad

 16  interest in the quality of the environment in all

 17  proceedings before EFSEC.  It's a weighty burden to

 18  bear, representing the public interest in the quality of

 19  the environment, but it's something that I think is

 20  important to present to the council.  My job's not to

 21  advocate for the need of this project or against the

 22  need of this project.  My job is to make sure the

 23  public's interest in the quality environment is heard;

 24  that you understand what that interest is and whether

 25  that interest can be and will be protected, pursuant to
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 01  this particular project.

 02              Testimony from Counsel for the Environment's

 03  witnesses will show and demonstrate potential

 04  environmental impacts and damages, as well as impacts at

 05  Columbia River fisheries as a result of a worst-case

 06  discharge in two scenarios, a tanker spill and a

 07  derailment into the Columbia River above Bonneville Dam.

 08              Now, there will be a lot of discussion about

 09  risks, but it is my opinion that showing the

 10  consequences in relation to those risks are just as

 11  important as the math behind the risks, if not more so.

 12  While argument will be made that the risks associated

 13  with this, that the events that my experts discuss and

 14  the events that experts from other intervening parties

 15  will discuss may be remote, those consequences can

 16  potentially be massive.  These consequences must be

 17  strongly considered, and I urge you to strongly consider

 18  these potential consequences in the course of this

 19  proceeding.  Thank you.

 20              JUDGE NOBLE:  Thank you, Mr. Kernutt.

 21              Are there any more opening statements to be

 22  made?

 23              Could I ask the proponents which of them is

 24  going to be going first?  Mr. Derr, will you be going

 25  first for Tesoro Savage?
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                            DERR / ROACH

     

     

     

 01              MR. DERR:  Yes, Your Honor, we're going to

     

 02  intersperse witnesses, but the first witness will be

     

 03  presented by the applicant.

     

 04              JUDGE NOBLE:  All right.  Thank you.  One

     

 05  thing we did not get done yet is the ruling on the John

     

 06  Hack testimony.  Will Mr. Hack be called this morning?

     

 07              MR. DERR:  Not this morning, no, Your Honor.

     

 08              JUDGE NOBLE:  We'll do that just after the

     

 09  noon hour, then.  Are you ready to call your first

     

 10  witness?

     

 11              MR. DERR:  Yes.  I would like to call Brad

     

 12  Roach to the stand.

     

 13              JUDGE NOBLE:  Mr. Roach, will you approach

     

 14  that table over there and before you do, would you raise

     

 15  your right hand, please.

     

 16              (Witness sworn.)

     

 17              JUDGE NOBLE:  Thank you.  Please be seated.

     

 18              You may proceed, Mr. Derr.

     

 19                      F. BRADLY ROACH,

     

 20     having been first duly sworn, testified as follows:

     

 21                     DIRECT EXAMINATION

     

 22  BY MR. DERR:

     

 23     Q.   Thank you.  Mr. Roach, I would like to start

     

 24  out, would you please state your name and spell it for

     

 25  the record.
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                            DERR / ROACH

     

     

     

 01     A.   F. Bradly Roach.  It's -- F. is a letter

     

 02  obviously.  Bradly with no E, B-r-a-d-l-y.  My mom fixed

     

 03  that one for me.  And Roach, R-o-a-c-h.

     

 04     Q.   Thank you.  Mr. Roach, did you file prefiled

     

 05  testimony in this proceeding?

     

 06     A.   I did.

     

 07     Q.   And is your CV and statement of qualifications

     

 08  contained in that prefiled testimony?

     

 09     A.   It is.

     

 10     Q.   Can you just briefly summarize your experience,

     

 11  especially your experience in the petroleum industry.

     

 12     A.   My experience in the petroleum industry goes

     

 13  back almost 40 years, about 36, 37 years of experience

     

 14  in the oil industry, starting as an engineer, chemical

     

 15  engineer in refineries in the Gulf Coast and progressing

     

 16  up through the corporations that I worked in getting

     

 17  into business planning and economics.  I worked in

     

 18  marketing, I worked in pricing of hydrocarbon fuels and

     

 19  now I'm in strategy and development.

     

 20              JUDGE NOBLE:  Excuse me, Mr. Roach.  You are

     

 21  a fast speaker and we have a court reporter that's

     

 22  trying to keep up, so if you can, speak a little slower.

     

 23              THE WITNESS:  I will slow down.

     

 24              JUDGE NOBLE:  Thank you.

     

 25  BY MR. DERR:
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                            DERR / ROACH

     

     

     

 01     Q.   Thank you, Mr. Roach.  Because your prefiled

     

 02  testimony has already been submitted under oath, I'm not

     

 03  going to ask you to run through that in detail.  I will

     

 04  let you know, however, that others may have questions of

     

 05  you on that.  Council may have questions of you on that,

     

 06  but I just want to focus on a couple of key topics

     

 07  addressed in that.

     

 08              MR. DERR:  The other thing is I understand

     

 09  the way we are doing witnesses, Mr. Roach has had a

     

 10  series of exhibits attached to his prefiled testimony.

     

 11  It's my understanding that no party objected to that

     

 12  prefiled.  It's also my understanding no party has

     

 13  objected to any of those exhibits attached to the

     

 14  prefiled.  And then a little later we have about three

     

 15  new exhibits that were not attached to the prefiled

     

 16  which is also my understanding no party has objected to.

     

 17  So we'll walk through the exhibits, if we may.  Do you

     

 18  wish to rule on them one by one or just to rule on them

     

 19  at the end?

     

 20              JUDGE NOBLE:  I would like to rule on the

     

 21  agreed exhibits at this time.  Can you give me the

     

 22  numbers again, please?

     

 23              MR. DERR:  Yes.  So the exhibits that we

     

 24  will -- the exhibits that were agreed on are all the

     

 25  exhibits attached to his prefiled, but the ones -- you

�0161

                            DERR / ROACH

     

     

     

 01  want all those or do you want the ones that we are using

     

 02  this morning?

     

 03              JUDGE NOBLE:  I have to admit them by

     

 04  number, so I can admit them as a range of numbers, but I

     

 05  need to have the numbers, and then Ms. Mastro will be

     

 06  marking them as admitted in the electronic record.  And

     

 07  the council will be able to view them electronically

     

 08  or -- they're all behind me in notebooks.

     

 09              MR. DERR:  Again, I'm getting you the list

     

 10  of every exhibit that were prefiled earlier.  We're only

     

 11  using about eight or ten of them this morning.  So if I

     

 12  may, let me give you the exhibits we're using this

     

 13  morning and then we'll come back and get you all of the

     

 14  exhibits attached to the prefiled.  His CV is

     

 15  Exhibit 322, TSS.  His prefiled testimony is

     

 16  Exhibit 321.

     

 17              JUDGE NOBLE:  Let me just interrupt you on

     

 18  that, on the prefiled testimony.  The prefiled testimony

     

 19  is not properly an exhibit and what it is, is testimony,

     

 20  so it will be part of the record.  It doesn't need to be

     

 21  admitted as an exhibit.  So that's the case with all of

     

 22  the prefiled testimony so-called exhibits, and we can

     

 23  make sure that the record is clear on that.

     

 24              MR. DERR:  Very good.  Thank you.  Then we

     

 25  have -- attached to his prefiled, we have Exhibits 129
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                            DERR / ROACH

     

     

     

 01  through 146.  Those were attached to his prefiled

     

 02  testimony.  And then we have new exhibits today that we

     

 03  will be referring to outside that range, principally,

     

 04  271 and 272.

     

 05              JUDGE NOBLE:  And you'll be laying the

     

 06  foundation for them --

     

 07              MR. DERR:  I can do that with his testimony

     

 08  at that time.

     

 09              JUDGE NOBLE:  All right.  First, I will --

     

 10  my understanding is that there's no objection to the

     

 11  Exhibits 322 TSS and 129 through 146 TSS.  It's my

     

 12  understanding that there's no objection to those

     

 13  exhibits and they will be admitted.  Ms. Mastro will

     

 14  mark them as exhibit -- as admitted.

     

 15              MR. DERR:  All right.

     

 16              JUDGE NOBLE:  321, what was the --

     

 17              MR. DERR:  321 is prefiled, which you said

     

 18  does not need to be an exhibit, so that's not admitted

     

 19  as an exhibit.

     

 20              JUDGE NOBLE:  Thank you.

     

 21              MR. DERR:  322 is the CV.

     

 22              JUDGE NOBLE:  All right.  Thank you.

     

 23              MR. DERR:  With that, I would like to start

     

 24  with Exhibit 129.  We'll see how this works.  This was

     

 25  Attachment B to the prefiled testimony, for council
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 01  members who have read prefiled and are tracking it that

     

 02  way.  So this was attached to prefiled testimony.

     

 03  BY MR. DERR:

     

 04     Q.   Mr. Roach, can you describe what is a PADD and

     

 05  which PADD is in the state of Washington?

     

 06     A.   A PADD is the -- a PADD is the acronym for the

     

 07  Petroleum Administration for Defense Districts, which

     

 08  are a regional designation for areas of the United

     

 09  States as depicted on the map which break up the

     

 10  regions.  It was established back in World War -- I'll

     

 11  slow down -- in the World War II time frame to help the

     

 12  government and regulators monitor and measure the flow

     

 13  of energy amongst the various states.  The PADD that

     

 14  we're in is PADD 5.  It represents the West Coast of the

     

 15  United States, including Alaska and Hawaii.

     

 16          What's notable about this PADD, this region, is

     

 17  its very robust economy.  California alone is like the

     

 18  eighth largest economy in the world.  When you take the

     

 19  whole PADD together, to include Washington and the other

     

 20  states, this would rank about fifth or sixth in the

     

 21  globe in terms of economic activity that occurs in this

     

 22  region, and this is a wide array.  It's not any one

     

 23  thing, but it's a wide array of economic activities,

     

 24  agricultural, aerospace, entertainment, high tech, just

     

 25  a variety of economic activities that occur, Washington
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 01  being an important part of that.  Washington has its own

     

 02  definite presence in agriculture and high tech and

     

 03  aerospace that's integral to that PADD 5 economy.

     

 04  Underpinning that economy is the need for energy to keep

     

 05  that economy running very consistently.

     

 06     Q.   Thank you.

     

 07              MR. DERR:  Can we put up Exhibit 130.

     

 08  BY MR. DERR:

     

 09     Q.   This was Attachment C to prefiled testimony.  As

     

 10  I'm waiting for the graphic, maybe I'll ask you the

     

 11  question in a slightly different way.  Can you describe

     

 12  the available modes of transportation of crude oil to

     

 13  the refineries in PADD 5?

     

 14     A.   The modes of transport of crude oil into PADD 5

     

 15  are fairly well-defined.  We have a fair amount of the

     

 16  oil that was available within the PADD and that would be

     

 17  about -- available via gathering systems that aggregate

     

 18  the crude and send it to refineries via pipeline.

     

 19  Similar to that would be the pipeline in the Alaskan

     

 20  North Slope that brings a -- brings ANS crude down from

     

 21  the very north side of Alaska down through an 800-mile

     

 22  pipeline to the southern coast of Alaska where it's

     

 23  transloaded to ships which then travel another

     

 24  1200 miles to reach the West Coast of the mainland.

     

 25  Those would be your sources of crude oil within the
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 01  PADD.

     

 02          If you have to bring in additional crude, which

     

 03  we do, into the PADD to run the refineries to their

     

 04  demand, then you have to bring in crude from other

     

 05  sources like from Canada via pipeline.  There's a small

     

 06  pipeline up there that supplies some into the northern

     

 07  part of Washington, or you have to bring it in via boat

     

 08  from foreign countries.

     

 09          And the additional one that we've seen lately is

     

 10  the ability to bring in by rail from the mid-continent

     

 11  of the US where we've had a surge in production.

     

 12     Q.   Can you explain briefly why rail is used to

     

 13  bring it in from the mid-continent?

     

 14     A.   The rail -- as demonstrated by this map, and I

     

 15  should refer to this map, this map, it's a little bit of

     

 16  an eye test because it is seemingly small.  This is a

     

 17  map prepared by the Canadian Association of Petroleum

     

 18  Producers, really just documenting where the major

     

 19  pipelines are in the North American continent which

     

 20  supply crude from the producing areas to the areas where

     

 21  they're refined and where they're needed.  What this map

     

 22  is intended to show is that when you look to the West

     

 23  Coast, there just aren't many of those pipelines that

     

 24  come there.

     

 25          And inasmuch as there was a surge of production
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 01  in the mid-continent of the United States, the Bakken,

     

 02  the Niobrara, the Permian Basin, the Eagle Ford areas,

     

 03  as much as crude production increased there, there was

     

 04  simply no way to get it to the West Coast in a pipeline.

     

 05  By the nature of the pipelines being such a long

     

 06  endeavor, they are very expensive to build.  There's

     

 07  significant capital investments that are required for

     

 08  pipelines that take long times to get the financing, get

     

 09  the permitting, get the project in place.  So that is

     

 10  one of the reasons that there is not a -- an expansion

     

 11  of that network that you see in that map over to the

     

 12  West Coast.  It's just very, very expensive to -- and

     

 13  time-consuming to accomplish.  Contrast that with

     

 14  crude-by-rail, which has much lower costs, the rail --

     

 15  the pipeline systems that have been commonly talked

     

 16  about in the North American continent typically are

     

 17  things like the Keystone, the Energy East, the Northern

     

 18  Gateway and Trans Mountain, those all cost in the

     

 19  multiple billions of dollars to implement.

     

 20          Crude-by-rail utilizes existing infrastructure,

     

 21  which is the existing railroad tracks, and basically

     

 22  requires a terminal at both ends, one to load and one to

     

 23  unload.  And those investments are more in the millions

     

 24  of dollars.  And it's really easy to talk about millions

     

 25  and billions, but the difference between those is ten,
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 01  hundred, thousand times difference in cost.  So it's

     

 02  much more lower investments and lower impacts because

     

 03  you're not clearing -- you're not clear-cutting

     

 04  right-of-ways through various parts of the country to

     

 05  have the pipeline, to bury it and then maintain that

     

 06  right-of-way.

     

 07          But the other part that's somewhat interesting

     

 08  about the rail terminals, the crude-by-rail, is you're

     

 09  not fixed point to point; whereas a pipeline you build

     

 10  from point A to point B and that's all you can ship is

     

 11  from point A to point B, unless you put a lot more

     

 12  capital to do more distribution or gathering.  In a

     

 13  crude-by-rail terminal, you can source crude to that

     

 14  terminal from a variety of other places and you're not

     

 15  limited to a point-to-point solution.  You have -- you

     

 16  can have multiple points providing supply to that

     

 17  terminal.  So the flexibility of a rail terminal is

     

 18  markedly different than the flexibility that exists in a

     

 19  pipeline because of its specific point-to-point

     

 20  configuration.

     

 21     Q.   Thank you, Mr. Roach.  Can you tell me in your

     

 22  opinion what's the likelihood that these existing modes

     

 23  of transportation of crude oil in PADD 5 will change in

     

 24  the foreseeable future?

     

 25     A.   The modes that -- of transportation that exist,
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 01  I don't see those changing in the number of modes that

     

 02  there are.  The balance between the modes is an

     

 03  ever-changing picture based upon the economics of the

     

 04  crude oil and the markets that supply that.  So those

     

 05  modes of getting it to the state in that way seem to be

     

 06  pretty static, but the balance between those modes is

     

 07  subject to change.

     

 08     Q.   Thank you.  I want to ask you some questions

     

 09  about the supply of crude oil to PADD 5.  What are the

     

 10  current primary sources of crude oil to the refineries

     

 11  in Washington and in PADD 5?

     

 12     A.   The current sources of oil into PADD 5 are

     

 13  basically from the -- into the whole PADD are, from the

     

 14  California crude fields, the north -- the ANS crude

     

 15  fields, inasmuch as we need more crude to run, we get

     

 16  some crude in from Canada via the Trans Mountain

     

 17  Pipeline, but the balance comes predominantly from

     

 18  offshore waterborne movements from other areas of the

     

 19  globe.  Lately we've had some of the crude-by-rail

     

 20  coming in on a few designated -- to a few designated

     

 21  facilities in Washington and a couple of them in

     

 22  California.

     

 23     Q.   Thank you.

     

 24              MR. DERR:  Can you put up Exhibit 143 for

     

 25  me, please.  This was also attached to his prefiled
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 01  testimony.

     

 02  BY MR. DERR:

     

 03     Q.   Mr. Roach, can you describe what this figure

     

 04  illustrates and describe the colors?

     

 05     A.   This figure is taken from EIA data from DOE.

     

 06  This represents the production of the first two nodes or

     

 07  the first two sources of crude that I just mentioned,

     

 08  the top being the ANS crude supply and production and

     

 09  the bottom being the California crude production.  This

     

 10  covers a time span of some 30 years, and over that time

     

 11  frame there has been a continual decline of crude from

     

 12  the 3-million-barrels-a-day level down to approximately

     

 13  a million barrels a day, a reduction of two-thirds of

     

 14  that volume.

     

 15              MR. DERR:  Let me ask for Exhibit 144.

     

 16     A.   Before you leave that.

     

 17  BY MR. DERR:

     

 18     Q.   Sure.

     

 19     A.   Before you leave that, I think it's appropriate

     

 20  to point out, especially in that -- if you look at the

     

 21  2010 to 2015, where there's still been a slight decline

     

 22  of the volume, if you compare that decline curve with

     

 23  what's happening in other regions of the country, you'll

     

 24  notice a significant difference.

     

 25          If you go back to that PADD map that I had that
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 01  showed all those PADDs, 1, 2, 3, and 4, all those are

     

 02  east of the Rockies; if you look at what's happened in

     

 03  crude production from 2010 to 2015, those PADDs have

     

 04  seen an increase in their production levels of 75 to

     

 05  almost 100 percent more crude produced.  So they have

     

 06  actually been on a trend upward in production.  But

     

 07  these two fields during that same time frame have

     

 08  actually decreased almost 20 percent.  It's like 18 to

     

 09  19, 20 percent reduction.  So even in the high-price

     

 10  environment that we had from 2010 to 2015, these fields

     

 11  continued to decline; whereas those other fields around

     

 12  have markedly changed.  So there's a dynamic in this

     

 13  crude -- these crude fields that is important to

     

 14  monitor.

     

 15     Q.   Let me -- I'm going to skip out of turn.

     

 16              MR. DERR:  Can you go to Exhibit 271.

     

 17  BY MR. DERR:

     

 18     Q.   Because I think this furthers the point that you

     

 19  just made.  I'm going to ask you to explain Exhibit 271

     

 20  at this point.

     

 21              JUDGE NOBLE:  So actually you're laying the

     

 22  foundation for 271?

     

 23              MR. DERR:  271, I'll lay the foundation.

     

 24  BY MR. DERR:

     

 25     Q.   So, Mr. Roach, can you first explain where
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 01  this -- how this graph was prepared and where the

     

 02  information came from.

     

 03     A.   This is a graph that shows the inventory levels

     

 04  within the United States by each of the PADDs that we

     

 05  started with when I started my testimony here.  And so

     

 06  this is again going back over -- this is 20 years,

     

 07  showing how the inventory has increased.  And this

     

 08  really speaks to the perception that there's a glut

     

 09  of --

     

 10              JUDGE NOBLE:  Excuse me, the witness needs

     

 11  to not testify about the contents until it's admitted.

     

 12              MR. DERR:  Got it.

     

 13  BY MR. DERR:

     

 14     Q.   So the source of the information, Mr. Roach?

     

 15     A.   The source of the information is as is noted on

     

 16  the graph, the EIA, the EIA, Energy Information

     

 17  Administration of the Department of Energy.

     

 18     Q.   So that's a government agency that sourced this

     

 19  information?

     

 20     A.   Yes.

     

 21     Q.   Did you prepare the graph from that data?

     

 22     A.   Yes.

     

 23     Q.   You prepared the graphs?

     

 24     A.   I prepared the graph from the data.

     

 25              MR. DERR:  Thank you.  I would move for
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 01  admission of the exhibit so the witness can speak to it.

     

 02              JUDGE NOBLE:  Any objection?  The exhibit's

     

 03  admitted.

     

 04  BY MR. DERR:

     

 05     Q.   Now, can you explain what this exhibit shows?

     

 06     A.   This graph speaks to the concept of a glut of

     

 07  crude, especially in the North American -- or in the US,

     

 08  where we do see on this chart a very high level of

     

 09  crude, higher than basically historically seen where

     

 10  crude oil levels have increased dramatically.  But this

     

 11  graph is oriented from top to bottom in the number of

     

 12  the PADD, PADD 1 at the top and PADD 2, PADD 3, PADD 4

     

 13  and PADD 5 at the bottom.  Whereas there has been an

     

 14  accumulation of crude oil in the United States, it

     

 15  hadn't been on the West Coast.  That accumulation has

     

 16  occurred basically in the PADD 2 and in the --

     

 17  predominantly in the PADD 3.  PADD 2 is where Cushing is

     

 18  and Cushing storage adds to that quite a bit.  So we had

     

 19  seen an accumulation of crude oil, but if you go back to

     

 20  the map that I showed, showing the lack of connection

     

 21  between the crude oil side from the rest of the country

     

 22  to PADD 5, that oil that's accumulated can't get to

     

 23  PADD 5 directly.  The only mechanism that we could get

     

 24  that oil to PADD 5 right now might be a Jones Act ship

     

 25  going around either through the canal or through South
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 01  America.

     

 02     Q.   Thank you.  Excuse me.  Go ahead.

     

 03     A.   So this graph really highlights that segregation

     

 04  of the rest of the infrastructure of the US from what

     

 05  exists in California.

     

 06     Q.   Thank you.

     

 07              MR. DERR:  Now Exhibit 144, please.

     

 08  BY MR. DERR:

     

 09     Q.   So, Mr. Roach, a minute ago you showed -- you

     

 10  referred to Exhibit 143 and you spoke about the

     

 11  production in Alaska and the north slope of California,

     

 12  the red and blue bars, and we're going to put up

     

 13  Exhibit 144 and I would like to ask you to explain what

     

 14  that exhibit shows.  Let's refer to the top figure

     

 15  first.

     

 16     A.   This top figure is an outlook on -- of the

     

 17  production for ANS crude, and below it then a table

     

 18  showing the volumes, and this is showing -- this is from

     

 19  the Alaskan Tax Authority.  This is showing, then, the

     

 20  decline of ANS, which is anticipated to continue on into

     

 21  the next decade.

     

 22          The chart below it is indicative of where

     

 23  refineries source the oil that they need to make up the

     

 24  difference that has occurred as that ANS and that

     

 25  California production have diminished from their peak
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 01  that was seen back in the 1990s.  That oil comes

     

 02  predominantly from the Middle East or from Latin America

     

 03  or from Western Africa.

     

 04     Q.   Thank you.

     

 05              MR. DERR:  How about Exhibit 145?  This was

     

 06  also attached to his prefiled testimony.

     

 07  BY MR. DERR:

     

 08     Q.   Mr. Roach, can you explain what this exhibit

     

 09  illustrates?

     

 10     A.   If I segue off the prior graph which showed

     

 11  where the sources of the imported oil comes from that

     

 12  fills the need that's created by the falling ANS and

     

 13  California crude, those regions of Latin America, West

     

 14  Africa, the Middle East are shown in this graph.  This

     

 15  is a graph compositing two different data sources, two

     

 16  different data representations.  One is the colored

     

 17  global map that's the backdrop.  That's based on

     

 18  information from Transparency International that speaks

     

 19  to the business risks that exist by doing business in

     

 20  those countries.

     

 21          Now, this is -- this is business risk of

     

 22  corruption and lack of transparency in business -- in

     

 23  business endeavors.  This isn't the geopolitical risk

     

 24  that would exist.  But if you were to put up a

     

 25  geopolitical risk map, you would have somewhat the same
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 01  scenario.

     

 02          Those black circles represent the size of

     

 03  reserves that occur in these countries, and so these are

     

 04  the sources for the crude that has to fill the void that

     

 05  is created when ANS and California crudes decline in

     

 06  PADD 5 to keep those refineries running at the levels

     

 07  needed to meet demand within the PADD.  So this is

     

 08  really indicative of having to source that volume from

     

 09  areas of the world that are challenging to do business

     

 10  with -- to do business in, at best.

     

 11     Q.   Thank you.

     

 12              MR. DERR:  I would like you to open up

     

 13  Exhibit 131, page 7.

     

 14  BY MR. DERR:

     

 15     Q.   Mr. Roach, next I'm just going to ask you a

     

 16  couple of questions from this exhibit about the nature

     

 17  of the petroleum fuel demand in Washington and in

     

 18  PADD 5.  And this was also an exhibit -- a series of

     

 19  exhibits that was attached to your prefiled, page 7,

     

 20  we're going to have you take a look at, which was the

     

 21  state of Washington specifically.  I'm not going to ask

     

 22  you to read the text.

     

 23          If you can, explain for the council what this --

     

 24  where this information is from and what it illustrates,

     

 25  describing the boxes and the bars and the colors.
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 01     A.   Yes.  I provided various views of this graph for

     

 02  different regions that are under consideration, both the

     

 03  states that -- each state within PADD 5 would show a

     

 04  diagram like this, along with the US as a whole.  These

     

 05  graphs were prepared -- or produced by the Lawrence

     

 06  Livermore National Laboratory, a reputable endeavor that

     

 07  looks at energy flows and they created these graphs.

     

 08          The graph -- if I just step back and look at

     

 09  what does the graph represent, the boxes on the

     

 10  left-hand side of this graph, small as they are by what

     

 11  I'm looking at, are the various types of energy that can

     

 12  supply -- or the various types of sources that can

     

 13  supply energy to the economy.

     

 14          At the bottom you have petroleum, you've got

     

 15  biomass, you have coal, you have natural gas, there's

     

 16  nuclear, solar, wind, a variety of energy sources that

     

 17  can feed into the economy.  Even hydroelectric, and

     

 18  Washington has got a lot of hydro.  It shows up as the

     

 19  widths of the line.  So the width of the line emanating

     

 20  from those boxes on the left represents how much energy

     

 21  is used or provided by those sources, to be used by the

     

 22  boxes on the right-hand side, the shaded rose-colored

     

 23  boxes on the right-hand side.  Those represent how

     

 24  energy is used in the subject economy, whether it's

     

 25  residential, how we heat and cool our homes, or the
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 01  commercial activities or the heavy industrial and

     

 02  aerospace industries.  On the lower section there is the

     

 03  transportation sector of the energy demand.

     

 04          So this graph is showing that the prime input to

     

 05  the transportation segment of the economy is petroleum.

     

 06  Very little comes from other sources.  It's --

     

 07  approximately 95 to 97 percent is from petroleum and

     

 08  that's owing to the high energy density, the ease of

     

 09  distribution, the reliability, the scalability that

     

 10  petroleum brings to an economy, and as such, as the

     

 11  economic fuel of choice.

     

 12     Q.   Can I just ask you a point to be sure, because

     

 13  I've seen leaning and squinting, so nobody's going to be

     

 14  able to read the labels.  Can you just clarify the

     

 15  bottom, dark green box and bar, is that the box and bar

     

 16  that you're --

     

 17     A.   It is.

     

 18     Q.   -- referring to as the transportation -- the

     

 19  petroleum fuels feeding the transportation sector?

     

 20     A.   Yes.  The bottom -- the bottom bar, horizontal

     

 21  bar, is emanating from the petroleum source point and it

     

 22  is predominantly feeding the transportation box.

     

 23  There's a little bit that segues up to industrial for

     

 24  heavy industry use of diesel.  But if you're looking at

     

 25  just the transportation box, the only input to it is
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 01  petroleum.  In this case there's a little bit of

     

 02  biofuels, which represents the ethanol which is blended

     

 03  into gasoline.

     

 04     Q.   Thank you.

     

 05              MR. DERR:  Your Honor, this is a pause for a

     

 06  logistical question.  We're doing the best we can, but

     

 07  the screen -- I assume if council needs to take a closer

     

 08  look at it in the exhibit, they have access to those?

     

 09              JUDGE NOBLE:  They do.

     

 10              MR. DERR:  And they will do that later?

     

 11  Great.

     

 12     A.   The follow-up point that I would like to make on

     

 13  this, is if you look at any of those states for the US

     

 14  as a whole, you see that petroleum is the fundamental

     

 15  fuel in the transportation sector.

     

 16  BY MR. DERR:

     

 17     Q.   That was going to be my next question.  The rest

     

 18  of your prefiled had other graphics that were similar.

     

 19  Were those the rest of the West Coast?

     

 20     A.   Those were the rest of the West Coast and the US

     

 21  as a whole.

     

 22     Q.   Thank you.  So can you tell me a little bit

     

 23  about -- you mentioned the transportation sector.

     

 24  What's included in the transportation sector?

     

 25     A.   The transportation sector would include almost
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 01  any movement of goods and people that we see.  It would

     

 02  be planes, trains and automobiles.  It would be the

     

 03  personal transportation that brought many of us here

     

 04  today.  It would be the ambulance that I saw this

     

 05  morning racing as a first responder somewhere.  It would

     

 06  be the refrigerated truck that carries fruit from the

     

 07  Columbia River Gorge halfway across the nation to

     

 08  markets that people -- that support people in other

     

 09  parts of this country.  So there's huge segments of the

     

 10  economy that are wrapped up in that transportation box

     

 11  that are very important to the functioning of this area,

     

 12  but also to the benefit of others around the nation.

     

 13     Q.   So is it your opinion it's more than the oil

     

 14  companies?  There are other industries that are

     

 15  dependent on these fuels?

     

 16     A.   We're all dependent upon these fuels, yes.

     

 17              MR. DERR:  Okay.  I would like to ask for

     

 18  Exhibit 136.  This was an exhibit attached to your

     

 19  prefiled.

     

 20  BY MR. DERR:

     

 21     Q.   Can you describe what this exhibit illustrates?

     

 22     A.   This is a representation of the energy use of

     

 23  that transportation sector in the PADD 5, the West Coast

     

 24  region, going -- starting with 1990 and coming forward

     

 25  to today, which is the dashed line right there around
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 01  the 2015.  So it's showing the change in usage of

     

 02  gasoline, the jet fuel, jet kerosene and the diesel

     

 03  component of that light product transportation.

     

 04          What's important to show there is that dashed --

     

 05  that dark, dashed line across the top which shows that

     

 06  in about 2006, we hit a peak, and, of course, shortly

     

 07  thereafter we went into a significant recession.  But as

     

 08  we have been coming out of that recession, you get to

     

 09  contemporary times of this 2015 dash line, we're

     

 10  actually seeing demand come back as the economy has

     

 11  recovered from that recession.  And then it is showing a

     

 12  future view of the use of these transportation fuels on

     

 13  into the next decade.

     

 14          That transportation fuel is continuing to grow a

     

 15  little bit.  We still have a little bit of the economy

     

 16  left that, as it comes back, it brings in growth of

     

 17  transportation fuels.  Underlying this graph there is a

     

 18  continual growth of between 1 and one and a half percent

     

 19  of population growth.  There's a continuing growth of

     

 20  the economy.  Those tend to increase transportation fuel

     

 21  demands, but there's also the offset of increasing

     

 22  efficiencies.  And that's why this graph starts to

     

 23  plateau.  We are showing that flow plateau at

     

 24  approximately 2020 and then it -- for gasoline, starts a

     

 25  very slight decline, but the other fuels continue to
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 01  have growth.  So on the whole, the expectation is for a

     

 02  relatively constant call on hydrocarbon fuels to power

     

 03  the economy into the next couple of decades.

     

 04     Q.   Thank you.  So, Mr. Roach, I would like to ask

     

 05  you, if I can, to try to summarize your opinion based on

     

 06  the comments you've made to date, what you see occurring

     

 07  with existing supplies of crude oil to PADD 5 as

     

 08  compared to the demand of crude oil in PADD 5.

     

 09     A.   Owing to the strong economies and the strong

     

 10  economic performance and the embedded nature of

     

 11  hydrocarbon fuels to support that, we see the demand for

     

 12  hydrocarbon fuels continuing on through the life of the

     

 13  project over the next couple of decades.

     

 14          During that same time frame, though, we continue

     

 15  to expect to see the indigenous -- the decline of the

     

 16  indigenous crudes that have historically supplied this

     

 17  region, that being the California and the Alaskan

     

 18  crudes.  That will force refiners to seek -- to fill the

     

 19  void of that by going to the nations, the other sources

     

 20  of supply that I referred to with the multicolored map.

     

 21     Q.   Can you briefly describe your opinion of the

     

 22  role of the Vancouver Energy terminal project in

     

 23  addressing the crude oil and petroleum fuel supply and

     

 24  demand issues that you've just described?

     

 25     A.   I would join two thoughts there.  The Vancouver
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 01  Energy project creates another alternative to access

     

 02  volume that we cannot currently get today.  I go back to

     

 03  that graph that showed the inventory levels of those

     

 04  various PADDs, how PADD 5 was steady but we've got a lot

     

 05  of crude available in the mid-continent and the Gulf

     

 06  Coast, a facility like Vancouver Energy would open up

     

 07  the ability to bring crude from those regions into the

     

 08  refiners in this area as an additional source and

     

 09  flexibility.  And I have to note the quality is

     

 10  significantly different of that crude too.  So it gives

     

 11  many opportunities to utilize that type of crude in

     

 12  refineries on the West Coast and in some situations in

     

 13  the Washington refinery.

     

 14     Q.   Thank you.

     

 15              MR. DERR:  And, Your Honor, maybe again, I

     

 16  just want to pause because we're about to switch gears

     

 17  in response to other prefiled testimony, but I wanted to

     

 18  clarify how you want to handled rebuttal of other party

     

 19  testimony.  We have prefiled testimony from other

     

 20  witnesses that have been submitted.  I've asked

     

 21  Mr. Roach to review some of those documents.  I have

     

 22  questions for him.  But we won't hear from those

     

 23  witnesses until later in this proceeding, and we do

     

 24  intend to reserve some time for rebuttal.  And I want to

     

 25  be clear as to whether you want us to address the
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 01  prefiled rebuttal now and any different issues in the

     

 02  live testimony at the end, or do you want us to address

     

 03  all rebuttal of other witnesses at the end?  Is there a

     

 04  preference?

     

 05              JUDGE NOBLE:  I think addressing all the

     

 06  rebuttal at the end works better.  Right now if you're

     

 07  done with your questions of this witness, it would be

     

 08  time for the council questions of this witness based on

     

 09  the prefiled testimony and his testimony this morning

     

 10  here.

     

 11              MR. DERR:  So with that, we have -- he has

     

 12  reviewed their prefiled, but we'll ask to bring

     

 13  Mr. Roach back at the end to deal with those issues.

     

 14              JUDGE NOBLE:  Yes.

     

 15              MR. DERR:  And then let me ask, for purposes

     

 16  of other witnesses, because we have had, obviously,

     

 17  happening, lots of subjects, I guess we need to

     

 18  understand whether we need to bring every witness in for

     

 19  the opening case and every witness in for the end of the

     

 20  case or whether we can deal with these issues at the

     

 21  front.

     

 22              JUDGE NOBLE:  Well, I don't think you need

     

 23  to bring every witness in for rebuttal testimony.  If

     

 24  you -- are you saying that you have more -- not in the

     

 25  nature of rebuttal but additional testimony that's
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 01  direct testimony from this witness today?

     

 02              MR. DERR:  This witness has comments about

     

 03  the prefiled testimony that has been already filed by

     

 04  Mr. Goodman and Mr. Johnson.  So he can address those

     

 05  issues right now based on that prefiled.  If Mr. Goodman

     

 06  or Mr. Johnson address other issues in their testimony

     

 07  later in the proceeding or any other witness addresses

     

 08  different issues that were not raised in their prefiled

     

 09  testimony, we may need to bring them back.

     

 10              JUDGE NOBLE:  I see.  I think you should

     

 11  address what he has -- already is prepared today to

     

 12  address from the other witnesses' testimony.  It would

     

 13  be only testimony that was somehow a surprise or

     

 14  different that you would bring back on rebuttal --

     

 15              MR. DERR:  All right.

     

 16              JUDGE NOBLE:  -- bring him back on rebuttal.

     

 17              MR. DERR:  Thank you.  Appreciate the

     

 18  clarification.

     

 19  BY MR. DERR:

     

 20     Q.   So with that, Mr. Roach, I'm going to ask you,

     

 21  have you reviewed the prefiled testimony of Mr. Ian

     

 22  Goodman?

     

 23     A.   Yes.

     

 24     Q.   I would like to ask you just a couple of

     

 25  questions about his testimony.  Mr. Goodman --
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 01              MR. DERR:  And for council's reference, at

     

 02  paragraph 33 of his prefiled testimony.

     

 03  BY MR. DERR:

     

 04     Q.   -- offers the opinion, and I quote, "Little, if

     

 05  any, crude from the VEDT, the Vancouver Energy

     

 06  Distribution Terminal, will be refined in Washington or

     

 07  refined elsewhere to provide products in Washington."

     

 08          Do you agree with that conclusion?  And why or

     

 09  why not?

     

 10     A.   I don't -- I don't agree with that conclusion as

     

 11  it might apply over the life of the project.  The

     

 12  factors that relate to the use of the crude oil by a

     

 13  given refiner change with various aspects of the crude

     

 14  oil market.  One of those -- I'll just give you a brief

     

 15  example.  We're faced with a specification change by the

     

 16  International Maritime Organization.  It's on the books

     

 17  to happen in 2020.  Might happen in 2025, but it's on

     

 18  the books for 2020.  That's going to force refiners,

     

 19  including Washington refiners, who produce fuel oil to

     

 20  have to provide a product that's very, very low in

     

 21  sulfur, and they're not equipped using AN S to do that.

     

 22          With light, sweet crude available from the

     

 23  mid-continent of the US, that's a natural fit to supply

     

 24  those refineries.  So given the vagaries of the

     

 25  marketplace, the fluctuations that happen, things like
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 01  specifications that can be put on refiners over the time

     

 02  span of the project, I can see several instances over

     

 03  that time where crude could come through this refinery

     

 04  to support those Washington refiners.

     

 05     Q.   Thank you.  Do you recall Mr. Goodman's

     

 06  testimony about the price of crude oil and his opinion

     

 07  regarding what that means for the need for the Vancouver

     

 08  Energy terminal project?

     

 09     A.   I do recall that testimony.  In that testimony,

     

 10  Mr. Goodman was indicating that the low-price

     

 11  environment that we're in right now obviously --

     

 12  basically takes away the need for that type of facility.

     

 13  I had two thoughts about that.  One, we're already

     

 14  seeing a recovery of crude oil prices.  We were back up

     

 15  to $50 on Brent basis last week.  That's almost a

     

 16  50 percent increase over the lows that were experienced,

     

 17  and the projections have been, from a variety of

     

 18  reputable sources that I had looked to, that crude oil

     

 19  prices will continue to escalate over the next couple of

     

 20  years.  Obviously, there's ups and downs but the

     

 21  direction is back up.  So by that logic if I applied

     

 22  that logic, and as crude prices come back up, as they

     

 23  are expected to do when you apply that logic, then the

     

 24  facility would be needed.

     

 25          But secondly, I would turn just to the whole
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 01  subject of crude oil price and --

     

 02              MR. DERR:  There's Exhibit 272, which was

     

 03  not attached to the prefiled, so we'll start with

     

 04  foundation.

     

 05  BY MR. DERR:

     

 06     Q.   So don't talk about what's in there until we

     

 07  establish the foundation for it.

     

 08     A.   The foundation -- the basis of this chart, which

     

 09  somewhat looks like a spaghetti bowl, is from the --

     

 10  from the same source as my prior graph, which was the

     

 11  information -- the Energy Information Administration of

     

 12  the DOE.  This is their annual energy outlook with data

     

 13  provided by them, and then using their actual shown

     

 14  prices also from that.  So this is based upon data

     

 15  that's taken directly from the AEO of the EIA.

     

 16     Q.   And could you just -- did you prepare these

     

 17  figures, or did these come off their site?

     

 18     A.   I took their data.  It was rigorous to get that.

     

 19  Yes, we took their data and graphed it at this point.

     

 20              MR. DERR:  Thank you.  I would like to offer

     

 21  the exhibit for admission.

     

 22              JUDGE NOBLE:  Exhibit 272 has been offered

     

 23  for admission.  Is there any opposition to that exhibit?

     

 24  It will be admitted.  There's no opposition.

     

 25              MR. DERR:  Thank you.
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 01  BY MR. DERR:

     

 02     Q.   Now, I'm going to ask you to interpret, since

     

 03  once again we can't read the -- at least I can't read

     

 04  the labels.  Can you just briefly describe, what do the

     

 05  various colors represent and what's the dark black line?

     

 06  And we'll start with the top figure, if we can, first.

     

 07     A.   I'll make comments about the top figure that

     

 08  will be applicable to the bottom figure.  But the top

     

 09  figure, each colored line represents the forecast that

     

 10  was made by the EIA in the year that it starts from the

     

 11  left side and their outlook of what the price was going

     

 12  to be into the future.  So each year is a forecast of

     

 13  expected prices over the next 20-some-odd years.

     

 14          The black line shows what the price has actually

     

 15  done over that period.  And you can see how well, in

     

 16  quotes, it has matched expectations, i.e., the price has

     

 17  been notoriously volatile and hard to predict.

     

 18     Q.   So as someone whose job it is to keep an eye on

     

 19  price, to tell your employer what you think is going to

     

 20  happen and how they should anticipate that, does that

     

 21  top figure give you a reliable source of information to

     

 22  do your work?

     

 23     A.   I was fixing to say, it gives me heartburn, but

     

 24  it is a -- it is a volatile signal to be basing

     

 25  decisions on.  And that's contrasted with the chart

�0189

                            DERR / ROACH

     

     

     

 01  below, which is, again, from the same data sources but

     

 02  is focused upon the fundamentals of the market or the

     

 03  volume.  And in this case it's demand.  So the EIA did

     

 04  the same analysis, they do the same forecast for demand

     

 05  by year and then progressively move forward and each

     

 06  year is a different forecast.  The black line in that

     

 07  graph is what demand has actually done.  And by

     

 08  comparison, it is much more well-behaved, so to speak,

     

 09  and has less error involved in it and it becomes a much

     

 10  more stable basis for establishing projects than

     

 11  strictly looking at price.

     

 12     Q.   Thank you.  So when you look at those two

     

 13  exhibits together, 271 and 272, what is your response to

     

 14  Mr. Goodman's argument there is no need for Vancouver

     

 15  Energy terminal based on current or even expected price

     

 16  of crude oil?

     

 17     A.   Well, price -- price will continue to be

     

 18  volatile.  It is probably setting up to be more volatile

     

 19  in the future and, as such, becomes a very difficult

     

 20  basis to use as a key determinant for a project like

     

 21  this; whereas fundamentals provide a much more stable

     

 22  basis for establishing the project.

     

 23     Q.   Thank you.

     

 24              MR. DERR:  If you could put back up 271,

     

 25  which has already been admitted.
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 01  BY MR. DERR:

     

 02     Q.   Mr. Roach, I'm going to put up Exhibit 271, but

     

 03  do you recall Mr. Goodman's suggestion in his prefiled

     

 04  testimony, there is more than adequate supply of oil for

     

 05  PADD 5 refineries given the recent decline in the price

     

 06  of crude?

     

 07     A.   Yes, I do.  I do recollect that.

     

 08     Q.   And once we get it up, I'm going to ask you

     

 09  based on that figure if you could again explain what

     

 10  your response to that statement is.

     

 11              MR. DERR:  I'm sorry, 271.

     

 12              MS. MASTRO:  I'm waiting.  I'm waiting on

     

 13  the computer, not you.

     

 14              MR. DERR:  Can I ask another sort of

     

 15  protocol question, now that we're learning with our

     

 16  first witness the experience.  Would it be helpful going

     

 17  forward to try to have hard copies, at least for the

     

 18  witness, of the exhibits --

     

 19              JUDGE NOBLE:  Yes.

     

 20              MR. DERR:  -- so he can start even if we

     

 21  wait for the screen?

     

 22              JUDGE NOBLE:  That would be helpful.

     

 23              MR. DERR:  Okay.  So I think what we'll --

     

 24  we'll do our best to try to do that.  And do you want

     

 25  copies additionally for the council, or do they have
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 01  access to it electronically on their computers?

     

 02              JUDGE NOBLE:  I think they have access

     

 03  electronically.  I don't know whether there's a problem.

     

 04  We'll check at a break and then let's see from there.

     

 05              MR. DERR:  We'll try.  I'm not sure we have

     

 06  all those printed for our next witness, but we'll try to

     

 07  accommodate that.  If it's not working, we'll just go

     

 08  ahead.

     

 09              THE WITNESS:  I could voice to it.

     

 10  BY MR. DERR:

     

 11     Q.   Why don't you voice to it.  This is the one that

     

 12  showed --

     

 13     A.   This is the one that had the inventory levels by

     

 14  PADD.  And the point, again, being that even in this

     

 15  low-price environment, when refiners and energy oil

     

 16  companies are storing inventory to be used, the PADD 5

     

 17  refiners don't get that benefit because they're not

     

 18  connected to the rest of that infrastructure.  And as

     

 19  such, that impact of that glut is not something that's

     

 20  accruing to the West Coast refiners without a facility

     

 21  like this terminal that would then allow them to access

     

 22  that oil and bring it into the system.

     

 23     Q.   Thank you.

     

 24              MR. DERR:  And if I might just briefly

     

 25  describe, that's the exhibit that had the PADD 5 orange
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 01  bar on the bottom and various other PADDs with different

     

 02  colors.  There it is.  Bingo.

     

 03  BY MR. DERR:

     

 04     Q.   So is that -- is that the one you were thinking

     

 05  of when you made your comment?

     

 06     A.   Yes, that is the one that I was thinking of.

     

 07     Q.   Very good.  Thank you.  So, Mr. Roach, you just

     

 08  described sort of what happens with predicting --

     

 09              JUDGE NOBLE:  Excuse me.  May I interrupt

     

 10  you.  Councilman Rossman has a question, I think, and he

     

 11  wants to interrupt.

     

 12              MR. ROSSMAN:  Yeah, I think it is just a

     

 13  clarifying question on this image.  It appears to me and

     

 14  I know it's a little blurry on the screen, but I have a

     

 15  high-resolution copy I'm looking at.  And it appears at

     

 16  the very right-hand side of the chart there appears to

     

 17  be a sharp downward spike and what's apparently showing

     

 18  is the stock level in PADD 5.  If you look, the blue and

     

 19  purple lines descend quite sharply right at the end of

     

 20  that graph.

     

 21              THE WITNESS:  I think that's --

     

 22              MR. ROSSMAN:  I'm wondering if that's

     

 23  accurate or some sort of artifact of the data.

     

 24              THE WITNESS:  I think that that means that

     

 25  this graph went to one more month, that it had zeros.
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 01  So everything is dying to zero there.

     

 02              MR. ROSSMAN:  Okay.

     

 03              THE WITNESS:  So it should truncate one

     

 04  month earlier to clean that up.

     

 05              MR. ROSSMAN:  Okay.  Thank you.

     

 06  BY MR. DERR:

     

 07     Q.   So you've just described sort of the ability to

     

 08  anticipate price, and you've described in your testimony

     

 09  information about anticipating volumes.  Was your

     

 10  testimony regarding the purpose and expected market

     

 11  needs for the Vancouver Energy terminal based on

     

 12  information regarding crude price trends or crude

     

 13  supply-and-demand volume trends?

     

 14     A.   Whereas we obviously monitor price and we can do

     

 15  a lot with that, the underlying basis for the work that

     

 16  we do, and this is the guidance I give my analysts and I

     

 17  follow myself, we base these things on fundamentals and

     

 18  that is supply and demand.  That is the bedrock for then

     

 19  what shows up, almost like a barometer.  Price is almost

     

 20  a barometer of what's happening underneath it and it

     

 21  reflects those changes, but at the fundamental level,

     

 22  the most predictable and the most stable signals that

     

 23  allow for project planning are the supply-and-demand

     

 24  fundamentals which are volume related.

     

 25     Q.   Thank.  Switching gears.  Have you also reviewed
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 01  the prefiled testimony of Mr. Jerry Johnson?

     

 02     A.   I did.

     

 03              JUDGE NOBLE:  Before you start, Mr. Roach,

     

 04  you're speeding up again.

     

 05              THE WITNESS:  I will slow down.

     

 06              MR. DERR:  We're getting to the end, I

     

 07  promise.

     

 08              THE WITNESS:  Can I use my Texas drawl?

     

 09              JUDGE NOBLE:  Wonderful.

     

 10  BY MR. DERR:

     

 11     Q.   So I believe you answered the question yes; is

     

 12  that correct?

     

 13     A.   I did, yes.

     

 14     Q.   I would like to just ask a couple of questions.

     

 15  About the section of this testimony that was titled

     

 16  "Long-Term Impacts and Uncertainty," that, for council's

     

 17  benefit, begin on page 12 of the Jerry Johnson --

     

 18  there's at least two or three Johnson witnesses.  So

     

 19  this is the Jerry Johnson prefiled testimony.

     

 20          At paragraph 28 of Johnson's prefiled, he states

     

 21  in part, and I quote, "There is considerable risk that

     

 22  future pipeline improvements will substantially reduce

     

 23  the need for rail transportation of crude oil reducing

     

 24  the use of the project."

     

 25          What is your response to that statement?
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 01     A.   I don't know what pipelines Mr. Johnson is

     

 02  referring to.  We have no pipelines that are planned --

     

 03  that I know of, that are planned in the domestic market

     

 04  region from the US that might supply those.  There have

     

 05  been proposals, but none of them had any traction.

     

 06  There are projects that are ongoing up in Canada, but

     

 07  all those are being litigated and as such the planning

     

 08  bases are very hard to include in our future planning.

     

 09  So at this point, I don't know of how pipelines would

     

 10  alleviate this situation.

     

 11     Q.   Paragraph 29 of Mr. Johnson's prefiled, he

     

 12  discusses crude price and its impact on production and

     

 13  demand.  What is your response to Mr. Johnson's opinions

     

 14  in that paragraph?

     

 15     A.   I would simply repeat more or less the

     

 16  discussion that we just had referring to price.  I think

     

 17  in that paragraph, Mr. Johnson opined that he thought

     

 18  crude prices were going to stay low.  Of course, "low"

     

 19  is a relative term, but the upper trajectory that we

     

 20  have seen since those filings is indicative that prices

     

 21  are recovering.  Expectations are for them to recover

     

 22  even more.  So that's a lonely camp to be in.  But for

     

 23  all the discussion that we just had about price, I would

     

 24  give indication that price is not the best indicator of

     

 25  the need.
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 01     Q.   Referring the council to paragraphs 56 through

     

 02  64 of Mr. Johnson's prefiled, do you recall his

     

 03  statements regarding the potential effect on retail

     

 04  prices at the pump?

     

 05     A.   I do.  That's a -- I'll give two perspectives on

     

 06  that.  And the impact -- this project is in the supply

     

 07  chain of oil.  As such, it's not the overriding factor

     

 08  in that supply chain that determines cost.  The

     

 09  overriding factor in that supply chain is the price of

     

 10  crude oil.  And obviously, crude oil -- I mean, gasoline

     

 11  prices that we pay at the pump track with the price of

     

 12  crude.

     

 13          So it would be difficult for me to say that a

     

 14  consumer would see a benefit, that they would notice a

     

 15  benefit because there's a much bigger dynamic occurring

     

 16  with crude oil prices that could mask any benefit,

     

 17  either way.  And so to say that the consumer would see

     

 18  it and recognize it, that would be a challenge.

     

 19          Do I believe that the consumer will benefit?

     

 20  Inasmuch as refiners are able to acquire economic crude

     

 21  from alternative sources reflecting their need for

     

 22  specific qualities that's available to them, either from

     

 23  the mid-con or other regions that could come in by the

     

 24  rail, inasmuch as we operate in a very competitive

     

 25  refining environment, through competition, those
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 01  benefits will get transmitted to that supply -- through

     

 02  that supply chain and can benefit the consumer.  That's

     

 03  the nature of -- the competitive nature of our refining

     

 04  business.

     

 05          So I can't say that that's a -- that it's going

     

 06  to be dynamic enough that in a volatile crude oil, that

     

 07  a consumer will go, oh, wow, I have better prices

     

 08  because of that project, because there are just much

     

 09  bigger levers occurring in that supply chain.  But

     

 10  directionally, through the competitive environment that

     

 11  we have in our refining system, the consumers will see

     

 12  some benefit to that type of a facility.

     

 13     Q.   So I want to take you back to statements

     

 14  earlier.  So you can't say for sure it will show up at

     

 15  the pump.  Tell me again why you think this project

     

 16  benefits the transportation fuel needs of the citizens

     

 17  of the state of Washington and of the West Coast in

     

 18  general.

     

 19     A.   It basically provides the flexibility as a cost

     

 20  benefit; the flexibility of refiners to access crude

     

 21  from much more attractive areas with quality that can

     

 22  meet some of their specific needs to allow them to

     

 23  optimize their refineries and to operate at the most

     

 24  cost-effective level.  Again, through the competitive

     

 25  nature of our business, those benefits tend to get
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 01  competed all the way to the retail level and the

     

 02  consumers see a benefit from that.

     

 03     Q.   Thank you.  Mr. Roach, just kind of in summary,

     

 04  is there -- now that you've reviewed the prefiled

     

 05  testimony of Mr. Goodman and Mr. Jerry Johnson, is there

     

 06  anything in that testimony that's caused you to change

     

 07  your opinions as stated in your prefiled testimony and

     

 08  as further described in your testimony today at this

     

 09  hearing?

     

 10     A.   No, it hasn't.  This project has a -- has a

     

 11  project life of 20 years.  And it's obviously a

     

 12  challenge to look forward 20 years and see what's going

     

 13  to happen in that 20 years.  But one of the best ways to

     

 14  do that is to look over the last 20 years and just to

     

 15  review what's happened in the marketplace over the last

     

 16  20 years.  And those same types -- I can't say the same

     

 17  events, but those same types of events are going to

     

 18  continue to happen.  We've seen geopolitical tensions.

     

 19  We've seen Russian aggression.  We've seen specification

     

 20  changes, we've seen rapid economic growth in some

     

 21  regions of the world.  We've seen severe recessions in

     

 22  other parts.  We've seen the government mandate fuels

     

 23  that we have to use.  We've seen the government lift --

     

 24  quickly lift bans that have been in place for many

     

 25  years.  We've seen hurricanes.  We've seen earthquakes
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 01  and tidal waves.  We've seen a variety of things.  All

     

 02  of those -- all that listing I just had, all those

     

 03  things impact the price of crude and the economics of

     

 04  crude and the availability of running crude.

     

 05          But we have also seen that what has not changed

     

 06  so much over that time span has been a continuing

     

 07  decline of the crude oil that exists to supply this

     

 08  region from the region itself.  That is declining.  And

     

 09  as it declines and as it declines further, that's going

     

 10  to force us to go further and more frequently to areas

     

 11  of the world to get that crude that are going to be

     

 12  subject to that litany of things I just described.

     

 13          The Vancouver Energy terminal allows us, instead

     

 14  of that, to access crude from a different part of the

     

 15  world, our own country, with a quality that in some

     

 16  cases can be very beneficial and the volume that would

     

 17  readily supply it.  So as such, this project has an

     

 18  important part for the next 20 years of energy supplied

     

 19  to this region.

     

 20     Q.   Thank you, Mr. Roach.

     

 21              MR. DERR:  I have no further questions.

     

 22              JUDGE NOBLE:  Thank you.  It's time for

     

 23  council questions now.  Does the council have any

     

 24  questions of this witness?

     

 25              MR. STONE:  Yes, I do.
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 01              JUDGE NOBLE:  Thank you, Mr. Stone.

 02              MR. STONE:  Good morning, Mr. Roach.  If I

 03  understand your prefiled testimony correctly, you

 04  testified that of the fuel produced by US West Coast

 05  refineries, two-thirds of that fuel is consumed by the

 06  state of California.  So of that total amount of fuel

 07  produced by US West Coast refineries, how much is

 08  consumed by the state of Washington?

 09              THE WITNESS:  Let me do some math in my

 10  head.  About 15 percent.

 11              MR. STONE:  So 15 percent of the total fuel

 12  produced by West Coast refineries is consumed in the

 13  state of Washington?

 14              THE WITNESS:  Hold on.  I'm going to make it

 15  10 percent because I oftentimes combine Oregon and

 16  Washington because of the pioneer -- because of the

 17  Olympic Pipeline that they supply.

 18              MR. STONE:  Okay.  So your answer is

 19  10 percent?

 20              THE WITNESS:  10 percent.

 21              MR. STONE:  Okay.  Thank you.

 22              JUDGE NOBLE:  Mr. Snodgrass?

 23              MR. SNODGRASS:  Good morning.  I had a

 24  couple of additional questions on a similar line.  You

 25  had mentioned in your prefiled testimony towards the
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 01  end, that the purpose of the project, and I'm

 02  paraphrasing here, is to meet or in some way relate to

 03  Tesoro refining capacity.  So is it the case that for

 04  this project, all or a large -- what percentage of oil

 05  that this project might handle would go to any of the

 06  Tesoro refineries versus elsewhere?

 07              THE WITNESS:  The only -- the only point

 08  that I'm familiar with is that we have a commitment for

 09  60,000 barrels a day, which is one-sixth or roughly

 10  17 percent of that.  That's the only commitment that I

 11  know that we have at this time for the facility.

 12              MR. SNODGRASS:  Okay.

 13              MR. MOSS:  Can I follow up on that?

 14              JUDGE NOBLE:  Yes.

 15              Was that it, Mr. Snodgrass?

 16              MR. SNODGRASS:  Yes.

 17              JUDGE NOBLE:  Mr. Moss?

 18              MR. MOSS:  So where does the rest of it go?

 19              THE WITNESS:  The rest of it is commercially

 20  available for other subscribers who could come in and

 21  use the facility to supply their refineries.

 22              MR. MOSS:  Would that include overseas

 23  refiners?

 24              THE WITNESS:  The project was conceived

 25  prior to the lifting of the export ban.  I did not count
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 01  on the lifting of the export ban at all.  Thank you for

 02  making my point, but there are things that change the

 03  crude markets markedly and this being one of them.  So

 04  this project was not originally conceived with any

 05  intent to export because the export ban was in place.

 06              Subsequently, I think the court -- or the

 07  lease for the facility precludes exports, so at this

 08  point, no, the way the project is configured and as it

 09  stands today would not export to foreign lands.  So it

 10  would be predominantly to other PADD 5 refiners.

 11              MR. MOSS:  I want to be sure I understand

 12  that.  You're telling me that the contract that Tesoro

 13  or perhaps Tesoro and Savage, the contract they have

 14  with the Port of Vancouver precludes them from shipping

 15  any of this oil overseas?  Is what you said?

 16              THE WITNESS:  That's my understanding.

 17              MR. MOSS:  Now, of course, that's a contract

 18  so that could change.  That's a question.  Narrative

 19  form of a question.

 20              THE WITNESS:  Yes.  And I would be remiss to

 21  say if I knew all the details of that contract.  But as

 22  it stands as I understand, the lease precludes that

 23  movement.  And, again, we didn't put the basis together

 24  with exporting in mind because at that time the

 25  government said -- so now the government's saying it's
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 01  okay.  And that actually thinks there's benefit to

 02  refiners to do so.  But our basis was not for that to

 03  happen.

 04              MR. MOSS:  Well, the reason I'm asking, you

 05  talked a lot about fundamentals and I would have to

 06  think that the ability of US producers to ship oil

 07  overseas would affect the fundamentals of what is

 08  essentially an international market.  Am I right about

 09  that?

 10              THE WITNESS:  It does.

 11              MR. MOSS:  Okay.  So it is a factor that's

 12  important in the context of the testimony you've given

 13  today?

 14              THE WITNESS:  It is.  And I'm not -- I'm not

 15  sure exactly the best way to approach that, but the

 16  exports of crude that we see, there are some occurring,

 17  but they're typically down in the Gulf Coast region.

 18  And oddly enough, that's the region that created -- the

 19  crude that emanates in the Gulf Coast feeds those Gulf

 20  Coast refiners, which made things like the Bakken

 21  somewhat challenged to get to the Gulf Coast.  So now

 22  they're exporting that and it opens up the door.  It's a

 23  complex picture, but to your point, it does address the

 24  fundamentals of the market.  It is definitely a market

 25  change.
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 01              MR. MOSS:  Are there pipelines running from

 02  the Gulf Coast into the Bakken fields today?

 03              THE WITNESS:  There are pipelines on the

 04  books, and there are pipelines that go from the

 05  Bakken -- smaller and smaller pipelines that do go from

 06  the Bakken that -- not a single pipeline, but knit

 07  together that can take barrels down to the Gulf Coast.

 08              MR. MOSS:  So international purchasers could

 09  access the Bakken crude through that?

 10              THE WITNESS:  Theoretically, yes.

 11              MR. MOSS:  And similarly, isn't it the case

 12  or is it the case -- I was struck by the fact that when

 13  you showed the map of the sources of West Coast

 14  refineries as far away as West Africa, various foreign

 15  sources, South America, Alaska and so forth, but I

 16  didn't see anything coming out of the Gulf of Mexico

 17  around the Panama Canal and around the tip of South

 18  America, and I was curious about that.  Why don't we see

 19  that?  Is it not cost-effective or is it fiscally

 20  prohibited because of the size of the canal?

 21              THE WITNESS:  No, it's your first point.

 22  It's not cost-effective because, to make that movement

 23  requires a Jones Act ship to make that and those are

 24  very, very costly.

 25              MR. MOSS:  Jones Act ship being what?
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 01              THE WITNESS:  A Jones Act ship is the

 02  requirement that the government has -- there's a

 03  requirement that's in place in the US where any shipment

 04  between ports in the US, originating in the US port --

 05  US port and ending at a US port requires a vessel made

 06  in America and crewed by American crews, and those have

 07  a much higher cost to them.  And as such, since it's

 08  required to have a Jones Act movement to do exactly what

 09  you say, it's very cost-prohibitive and it's a -- it

 10  makes foreign cargoes -- oddly enough, makes them more

 11  attractive.

 12              MR. MOSS:  Yeah, it's interesting to me.

 13  It's apparently cheaper to get oil from as far as West

 14  Africa than it would be from the Gulf of Mexico.

 15              THE WITNESS:  "Interesting" is one word to

 16  use for it.

 17              MR. MOSS:  Well, I suppose there would be

 18  cheap labor available to those too, the Jones Act ship.

 19              THE WITNESS:  I don't -- I can't speak to

 20  that.

 21              MR. MOSS:  I'm just speculating.

 22              THE WITNESS:  I can't speak to that, but

 23  that's the mechanism -- particular point, that's the

 24  mechanism that precludes that type of movement.

 25              MR. MOSS:  All right.  I think that's all I
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 01  had for you, Mr. Roach.  I appreciate it.

 02              JUDGE NOBLE:  Council members need to

 03  remember the court reporter needs to hear them as well.

 04  So you're speaking fast too, Mr. Moss.

 05              MR. MOSS:  Guilty as charged.

 06              JUDGE NOBLE:  Any other council questions?

 07  Mr. Rossman?

 08              MR. ROSSMAN:  Yes, thank you.  I see in your

 09  testimony reference to projections of energy demand

 10  prepared by the California government.  I'm wondering if

 11  you're familiar with projections of demand prepared by

 12  Washington state government, including my department?

 13              THE WITNESS:  I'm trying to think of that.

 14  It's very possible.  I've seen many.  I can't think of

 15  specifically a reference right off the top of my head.

 16  I would be happy to get it, let me put it that way.

 17              MR. ROSSMAN:  So you wouldn't be familiar

 18  with any differences between those projections and these

 19  projections, including whether Washington projections

 20  also share the projection of a future increase in

 21  demand?

 22              THE WITNESS:  I'm not familiar with it.

 23  We -- with California -- not to diminish Washington at

 24  all or any other states in the PADD, when California is

 25  two-thirds of the PADD, typically their projection, and
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 01  as is indicative of the economic activity of the rest of

 02  the PADD and the interrelated nature of that PADD 5

 03  economy, we tend to apply that type of thing across the

 04  rest of the PADD in our -- in the models that we use.

 05              MR. ROSSMAN:  So you're speculating whether

 06  the demand in Washington is projected to stay stable or

 07  increase?  Your models are based on the PADD as a whole?

 08              THE WITNESS:  The PADD as a whole.

 09              MR. ROSSMAN:  So your testimony here is

 10  based on those models and not on information specific to

 11  Washington?

 12              THE WITNESS:  If I -- in that regard, I

 13  would say if I had projections specific to Washington, I

 14  would give consideration to them, but they're not in

 15  this current model.

 16              MR. ROSSMAN:  Okay.

 17              THE WITNESS:  But I -- yes, I'll just leave

 18  it at that.

 19              MR. ROSSMAN:  In response to a fellow

 20  council member's question, I think you said that Tesoro

 21  has a commitment to 60,000 barrels a day of the

 22  terminal's capacity.

 23              THE WITNESS:  That's my understanding.

 24              MR. ROSSMAN:  Is that source -- is that

 25  commitment source for a particular refinery of Tesoro's?
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 01  Is that going to be Anacortes' refinery?

 02              THE WITNESS:  That would be to the most

 03  economical placement of those barrels amongst the

 04  refineries that we can feed off the --

 05              (Simultaneous discussion interrupted by

 06               reporter.)

 07              JUDGE NOBLE:  Mr. Rossman, I think the court

 08  reporter is struggling to keep up with you.

 09              MR. ROSSMAN:  Sorry.

 10              THE WITNESS:  It could be Alaska, it could

 11  be Anacortes, it could be Martin or it could be Los

 12  Angeles, where the optimizers would choose for the

 13  placement of that barrel.

 14              MR. ROSSMAN:  Thank you.  And then I believe

 15  in your testimony I heard -- or your response to a

 16  council member's question, I heard reference to an

 17  Olympic Pipeline; is that right?

 18              THE WITNESS:  Yes.

 19              MR. ROSSMAN:  And I didn't see that on the

 20  exhibit showing pipelines.  So can you tell me what that

 21  pipeline is.

 22              THE WITNESS:  I appreciate you bringing that

 23  up.  And I probably should have made sure that the

 24  recognition of the pipelines that were shown on that cap

 25  map were crude oil.  Those are just crude oil pipelines.
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 01  There's another whole set of pipelines that exist that

 02  carry refined products, like the Olympic Pipeline, but

 03  those weren't shown on that map.  That was just a map

 04  showing the connectivity on the supply side of crude oil

 05  to the refineries.

 06              And to your point, I mean, that's where

 07  there are many other pipelines that handle the light

 08  products and connect this market to other regions of the

 09  country.

 10              MR. ROSSMAN:  Okay.  Thank you.  And then

 11  I'm wondering in terms of sort of the disposition of the

 12  oil that's refined at Washington refineries, do you know

 13  how much of that is consumed in the state of Washington?

 14              THE WITNESS:  It's -- to speak to that, I

 15  need to kind of speak to the products that come out of a

 16  refinery.  Okay.  You bring crude oil into a refinery

 17  and it is used to produce predominantly gasoline.  And

 18  it also produces diesel, but there's other products too.

 19  So when you say what's the balance of refined products

 20  into or out of the refinery, it's a little bit of a

 21  misnomer in that we tend to balance on the key product

 22  that's made and that would be more towards the gasoline

 23  type of product, and let the other ones that are of

 24  lesser value balance out as need be.  So you might have

 25  fuel oil that leaves -- which is a very low-value
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 01  product, that leaves the state and would show up as an

 02  export, but it's not the key product which we would

 03  particularly balance on, which would be more toward the

 04  gasoline type or the distillate type.  In that regards,

 05  I would speak more towards the gasoline balance, and in

 06  that regard -- and it's interesting, because Washington

 07  has an interesting configuration.

 08              The refineries -- again, also have to talk

 09  about -- slowing down.  We also have to delineate the

 10  time that we're talking about.  If we're talking about

 11  the depths of a recession where demand is down, you're

 12  going to get a different picture than in the robust,

 13  bustling economy when the economy's really humming on

 14  all eight cylinders, right.  So sometimes it's a little

 15  hard to talk about, unless we define the time frame

 16  we're talking about.

 17              Now, I'm talking about today, but recognize

 18  that today we're in a growing situation where the

 19  economy is coming back in demand.  We've seen huge

 20  demands.  Huge -- by our metrics, very large increases

 21  in demand this year for transportation fuels, gasoline

 22  in particular.  Two, 3 percent jumps year on year.  So

 23  we're seeing the economy come back and consuming more

 24  and more of that gasoline in the state.  That changes

 25  the balance.
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 01              So the refineries, I have to think about

 02  this with Oregon and Washington somewhat tied together

 03  because this is a key supply to Oregon.  That's about

 04  100,000 barrels a day of supply down there.  The state

 05  produces a good amount of gasoline, but it doesn't send

 06  any of that gasoline to the East Coast -- to the east --

 07  not coast -- to the east half of the state.  Those

 08  counties over on the eastern part of Washington don't

 09  get the benefit -- or don't get the gasoline from the

 10  Pacific Northwest refiners.  They actually import

 11  gasoline from Montana and from Utah.  And so even though

 12  we make enough to supply the state, we're having to

 13  import it because the infrastructure -- which is what

 14  this type project is about, the infrastructure does not

 15  exist to use the gasoline that you're producing on the

 16  western side of the state for the eastern side of the

 17  state.  That's the lack of infrastructure.  And that's

 18  what this -- these types of projects are about.  So I

 19  appreciate you bringing that up.

 20              But that creates then a seeming imbalance

 21  because now you're bringing in 25 to 30,000 barrels a

 22  day into the eastern part of the state when you are

 23  making enough.  So now you're excessing 25 to 30,000

 24  barrels a day and it looks like a net export, but on the

 25  whole, you're relatively balanced.  That's just kind of
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 01  a broad brush overview, and, again, that's in today's

 02  environment.  You need to have available capacity to

 03  accommodate increased economic growth.  So as your

 04  economy grows more, then you export less and less and

 05  you become closer to balance on that.

 06              That's -- I'm talking about gasoline at that

 07  point because that's the prime mover in a refinery in

 08  the US.  The other products which tend to show up as --

 09  oh, as exports or something like that, are lesser valued

 10  and are not so routinely calculated into the mix of what

 11  we balance on.  If that makes sense to you.

 12              MR. ROSSMAN:  There was a lot there, I

 13  guess.  So on a net basis -- am I correct in inferring

 14  from that, that on a net basis, Washington may be an

 15  exporter of refined gas but there are regions of

 16  Washington that import refined gas?

 17              THE WITNESS:  It's closer to balance, but

 18  the way the fundamentals are working, since you're

 19  importing a fair amount into the eastern part of the

 20  state, it shifts that balance to look like an export.

 21  But it's more of a balancing function.  That volume

 22  typically is utilized in other parts of the PADD.

 23              MR. ROSSMAN:  Okay.  Thank you.

 24              JUDGE NOBLE:  Are there any other council

 25  questions?
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 01              MR. SHAFER:  I have a question.

 02              JUDGE NOBLE:  Mr. Shafer.

 03              MR. SHAFER:  Mr. Roach, could you help us

 04  with the magnitude of the project?  And what I mean by

 05  that and not to overgeneralize, but if you look at all

 06  the petroleum activity in PADD 5 that's with this

 07  project, what proportionate share would this contribute

 08  to that?  What difference does it make?  Is it

 09  1 percent?  Is it 5 percent?  Is it 10 percent?  Is it

 10  50 percent?  Kind of help us with the proportionate

 11  share of the impact of the project.

 12              THE WITNESS:  The project has a size, a

 13  capacity, a stated capacity of 360,000 barrels a day.

 14  The functional use of that is going to be somewhat a

 15  little different.  Functionally maybe 330 to 360, even

 16  at capacity if running at full based upon the

 17  fluctuation of the schedules.

 18              The overall demand for crude oil in PADD 5

 19  is roughly 3 million barrels a day, so 10 percent

 20  roughly of crude volume.  The economic impact of that --

 21  and this goes back to the impact to the consumer, the

 22  economic impact of that can be interesting in that if

 23  you're able to bring in 300,000 barrels a day of US

 24  crude and displace 300,000 barrels a day of foreign

 25  crudes, that has a pronounced impact on the pricing
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 01  mechanisms that those countries have to price crude and

 02  as such can be -- can lead to some reduction in crude

 03  costs that then do translate through to the economy and

 04  benefit the consumer.  I don't know if I answered your

 05  question.

 06              MR. SHAFER:  Thank you.

 07              JUDGE NOBLE:  Any other council questions?

 08              Yes, Mr. Snodgrass.

 09              MR. SNODGRASS:  Just a follow-up question

 10  related to Councilman Rossman's questions.

 11              Today, as best you can estimate, what

 12  percentage of gas consumed in -- or get gasoline at the

 13  pump consumed in western Washington was refined in

 14  Washington; and then the same question today for eastern

 15  Washington, what percentage of that was refined in

 16  Washington?

 17              THE WITNESS:  For the western side, all of

 18  the gasoline that is consumed would be -- have been

 19  refined in Washington with -- I'm getting a little

 20  technical here.  There might be a little bit at the

 21  border, you know, that little thing up there near the

 22  Vancouver border, but those show up in the stats and so

 23  it's interesting to note that sometimes at the border

 24  you get a little bleed over from Canada both ways that

 25  sometimes shows up in stats.
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 01              But otherwise, essentially, the western part

 02  of the state would be fed by supply from Washington

 03  refiners, as best I know it; whereas the eastern side,

 04  you do get an occasional barge up the Columbia that goes

 05  up through Pasco, but you have a pipeline coming from

 06  Utah that goes into that area and you have a pipeline

 07  from the Montana refiners that comes into Spokane and

 08  provides volume over there.  So predominantly -- it's my

 09  understanding, the eastern side of the state is

 10  predominantly supplied by PADD 4.

 11              MR. SNODGRASS:  And just one unrelated

 12  question, back to the historical and I guess projected

 13  future decline of supply from Alaska and California.  I

 14  was struck, looking at the last exhibit in our packet,

 15  it looks like it's 146 on EIA outlook shale production,

 16  so it sort of brought up a couple questions for me.  One

 17  is obviously shale production is -- you need a supply

 18  source, but it seems very price sensitive, that in a

 19  high-price oil environment, the production of that

 20  supply increases, and in a lower one, it doesn't.

 21              And the two questions it raised, one is

 22  recognizing it's a different supply environment and

 23  nonetheless, how does the future price of flow impact

 24  the supply we're likely to see from Alaska and

 25  California?  I think that's just a general question on
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 01  sourcing.  Is there an EIA estimate or perhaps an Alaska

 02  Department of Energy or the California equivalent for

 03  what their production will be in the life of this

 04  project?

 05              THE WITNESS:  I'm going to -- I'll answer

 06  the last -- you're asking if the EIA has an outlook for

 07  production of the shale crudes or for the Alaskan

 08  crudes?

 09              MR. SNODGRASS:  Not necessarily just for

 10  shale, but just for production of -- because I think

 11  that's one of the points you -- that's been made, was

 12  there a decline in the supply of crude from Alaska and

 13  California.  And that's been the recent history and it's

 14  projected to continue, and I just wonder if that's sort

 15  of an official federal estimate of that or what the

 16  state-level energy department estimates of that were.

 17  That was the second question.

 18              THE WITNESS:  I would say that there are

 19  several outlooks for ANS production.  And that's one of

 20  the challenges that we in my group are faced with, is

 21  which one do we give credence to.  And we've seen a

 22  variety of forecasts.  The one that we think is -- has

 23  the most credence is the one that was done by the state

 24  because they don't have shareholders, they don't have

 25  their -- shareholders in the traditional sense that
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 01  they're owing to or anything like that, and we believe

 02  that that gave a very good representation.  We

 03  understand it to be a -- you know, a very detailed

 04  assessment of the production.  Obviously, they have a

 05  keen interest in the production that's going on in their

 06  state and as such we have -- and that's the -- that's

 07  the outlook that I use for our balances in the work that

 08  we do, is the one that was done by the Alaskan taxing

 09  authority.

 10              Now, your first question -- the first part

 11  of your question you might have to refresh me on that

 12  one.

 13              MR. SNODGRASS:  Well, it was just to what

 14  extent is the likely future crude feed stock coming from

 15  Alaska and California price sensitive in terms of what

 16  the impact is on supply.

 17              THE WITNESS:  I would refer to the stats

 18  that I was quoting there for 2015 -- from 2010 to 2015,

 19  how we saw in a very high-price environment and in a

 20  low-price environment that we've seen in those years.

 21  We have seen dramatic impacts on these other regions,

 22  while at the same time PADD 5, the Alaskan and

 23  California, continued a decline.  It looks like it's

 24  changing, but that's actually a little bit of the change

 25  of just the normal decline curve of a crude field.  But
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 01  what we've seen is Shell taking large capital

 02  investments away from that region and others that we

 03  understand -- I understand are re-evaluating the amount

 04  of capital they can put into those fields to keep them

 05  productive.

 06              So in this environment we would expect the

 07  decline to continue.  And since it takes so long for

 08  capital investment to show up, we would expect that

 09  decline to continue until -- until well after we see

 10  capital being invested to try and get the production

 11  back up.  So we're not seeing that, so even that's

 12  getting delayed further down the line.

 13              MR. SNODGRASS:  Thank you.

 14              JUDGE NOBLE:  One more question,

 15  Mr. Rossman.

 16              MR. ROSSMAN:  Yeah, just a brief follow-up

 17  question on benefits.  So my understanding is that your

 18  testimony is the benefit of this project will be

 19  approximately that it will sort of increase flexibility

 20  for West Coast refineries and that benefit will make it

 21  down to the consumer level.  Would there be a benefit to

 22  eastern Washingtonians if their refined oil is supplied

 23  from PADD 4?

 24              THE WITNESS:  That would be -- basically

 25  what I would indicate on that would be -- my assumption
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 01  would be that the prices that are occurring within the

 02  state are keying off of the P&W marker, which would be a

 03  posted price in the Seattle-type area that is -- by the

 04  price discovery services, like Platts and OPIS and those

 05  things, and that they would be evaluating their pricing

 06  on that marker as there's not a similar-type marker in

 07  those other regions.

 08              My assumption, this is an assumption on my

 09  part, is that would tend to translate -- any movement

 10  that you saw in the Seattle/Portland corridor, that type

 11  of price impact would bleed over into the eastern part

 12  of the state.

 13              I would have to dig deeper on that to

 14  validate that.  But that's my -- that's my presumption,

 15  because of the strength of the marker in the western

 16  half of the state and the commerce that -- and the

 17  transport that happens between them.

 18              JUDGE NOBLE:  Are there any other council

 19  questions?  Let me observe that it's now 11:35.  And I'm

 20  looking at a court reporter that has been working really

 21  hard, and so I'm suggesting to the parties that we stop

 22  for lunch a little early before the cross-examination

 23  takes place.  This is a good time to break.  Do I hear

 24  any objections to that?

 25              All right.  I think that's a better idea
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 01  than to try to take brief break and proceed on for

 02  15 minutes.  We'll be in recess for one hour until,

 03  let's say, quarter of 1.  Thank you.

 04              (Recess taken from 11:38 a.m. to 12:47 p.m.)

 05              JUDGE NOBLE:  We are back on the record, and

 06  we had one council member who's not present, will be

 07  momentarily, but it is a good reminder that I want

 08  everyone to know that any council member who misses any

 09  part of this hearing will be reading the transcript, and

 10  that probably will not be necessary for any large

 11  periods of time, but that's the case.

 12              And I think before we get started with the

 13  testimony and complete this witness' testimony, I would

 14  like to make a ruling on the John Hack testimony.

 15              All right.  I have read the testimony and

 16  also read the objections to that testimony and the

 17  response to that -- those objections, and I've also

 18  looked at the exhibits in Attachment A, which have also

 19  been given exhibit numbers, and I need those exhibit

 20  numbers.

 21              MS. MASTRO:  The exhibit numbers for

 22  Mr. Hack?

 23              JUDGE NOBLE:  Yes.

 24              MS. MASTRO:  One second.

 25              JUDGE NOBLE:  While I'm waiting for the
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 01  exhibit numbers, they were provided both as attachments

 02  to -- got them.  They were provided as exhibits to the

 03  prefiled testimony and I have the exhibit numbers now.

 04  The exhibit numbers are 124 TSS and 125 TSS.

 05              The objections to the portion of Mr. Hack's

 06  testimony were based on evidence rules 602, 901, 702 and

 07  703 relating to lack of foundation, lack of personal

 08  knowledge, lack of competency and outside the realm of

 09  this witness' expertise.  And I do find that this

 10  witness, although very qualified in many other ways, is

 11  not qualified to testify about the contents of his

 12  prefiled testimony on page 12, from line 12 through

 13  line 25.  And the reason is that he -- I haven't seen a

 14  CV, I don't think one was admitted in his case, but he

 15  appears not to be an engineer.  I think that's been

 16  conceded.  He didn't participate in the design of the

 17  cars nor the materials that make up the walls of the

 18  cars that are illustrated in the two exhibits.  And he

 19  did not prepare drawings.  We have no testimony from the

 20  Union Tank Car Company.  And so I think the objections

 21  are well-taken and the testimony will be excised from

 22  his prefiled testimony, which is otherwise admissible.

 23  And at this time I will not be admitting the two

 24  Exhibits 124 and 125 TSS.  However, that does not mean

 25  that the sponsoring witness, Tesoro Savage, cannot bring
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 01  in some other expert to lay a foundation for those two

 02  exhibits, and then at that time I'll consider admitting

 03  those exhibits.

 04              Is my ruling clear?

 05              MR. JOHNSON:  Your Honor, your ruling is

 06  clear.  I would ask if we could not have the witness,

 07  when he's due to testify live, lay the foundation to

 08  your satisfaction.

 09              I mean, clearly these are models and we have

 10  met every element of the requirements to authenticate a

 11  model under Rule of Evidence 901.  And so we would ask

 12  that Mr. Hack be given the opportunity to make a

 13  proffer, potentially outside the presence of the

 14  council, to better lay the foundation, if you will, for

 15  those exhibits.

 16              I might add, those exhibits are photographs

 17  of models that Mr. Hack directed to be made.  We have

 18  those models present today.  You could review them, if

 19  you chose, along with the other parties.  It was our

 20  intent that we would introduce the models.  Mr. Hack,

 21  based on his extensive knowledge of tank car

 22  construction, tank car types, tank car regulations,

 23  would then describe the models, present them as

 24  demonstrative evidence and we would substitute the

 25  photos attached to his declaration into the record.  So
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 01  we would ask that you reconsider your ruling, Your

 02  Honor.

 03              JUDGE NOBLE:  Thank you.  And I think that

 04  there's some argument that -- from the other side that

 05  is ready.  So I'll hear from them before I respond to

 06  what you just said.

 07              MS. BRIMMER:  Thank you, Your Honor.  There

 08  has been ample opportunity for foundation to be laid for

 09  Mr. Hack's testimony.  As the Court is aware, there was

 10  some additional submissions in response to our

 11  objections.  If foundation was to be laid, we presume it

 12  would have happened then.  I think the bottom line is,

 13  is that he did not design or build those and so for him

 14  to say -- he could say, I submitted and asked for them

 15  to be built, but he can't certify that they are made a

 16  certain way or they meet a certain standard.

 17              JUDGE NOBLE:  And I also believe he can't

 18  answer questions about these exhibits or about the

 19  model.  And my ruling was that Mr. Hack is not qualified

 20  to lay a foundation for these exhibits and -- or for the

 21  model that's intended to be brought.  There might be

 22  another witness who is and I'm not excluding the

 23  possibility of even telephone testimony, if you could

 24  arrange for that, to establish a foundation, but I am

 25  ruling that Mr. Hack is not qualified based upon what's
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 01  been submitted about his qualifications.  So that's the

     

 02  ruling.

     

 03              MR. JOHNSON:  Thank you.

     

 04              JUDGE NOBLE:  Other than that, the prefiled

     

 05  testimony of Mr. John Hack will be now a part of the

     

 06  council's available prefiled testimony to read.

     

 07              I think we're ready to continue with the

     

 08  testimony of Mr. Roach.  It's time for cross-exam in

     

 09  addition.

     

 10              MS. BOYLES:  Thank you, Judge Noble.

     

 11                      CROSS-EXAMINATION

     

 12  BY MS. BOYLES:

     

 13     Q.   Mr. Roach, my name is Kristen Boyles and I have

     

 14  a few questions for you right now.

     

 15          And I will refer from time to time to your

     

 16  written testimony.  So do you have that in front of you,

     

 17  or would it --

     

 18     A.   I don't have it in front of me.

     

 19     Q.   As I understand from your testimony, both

     

 20  prefiled and live, there are essentially no crude oil

     

 21  pipelines supplying the West Coast from the rest of the

     

 22  United States; is that correct?

     

 23     A.   From crude oil pipelines?

     

 24     Q.   Crude oil, yes, sir.

     

 25     A.   The only pipeline that I am aware of is not in
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 01  the US and it comes from Canada.

     

 02     Q.   And that's what I was going to ask next.  And

     

 03  that one exception is the short pipeline that comes from

     

 04  British Columbia Trans Mountain Pipeline into northern

     

 05  California -- I mean northern Washington; is that

     

 06  correct?

     

 07     A.   The spur off the Trans Mountain, correct.

     

 08     Q.   And is it true that that pipeline directly

     

 09  connects to the four refineries in northern Washington?

     

 10     A.   It has some degree of connection to those

     

 11  refineries.  I couldn't speak to the schematic directly.

     

 12  It does supply those refineries.

     

 13     Q.   All right.  And isn't it correct that the four

     

 14  refineries in northern Washington have been retrofitted

     

 15  to be able to handle tar sands and heavy crudes?

     

 16     A.   Some of them can handle parts of it, but some of

     

 17  them are challenged to handle very much volume of

     

 18  those -- of those crudes.

     

 19     Q.   On page 6 of your testimony, you discuss the

     

 20  refining capacity for certain Tesoro refineries.

     

 21     A.   Yes, ma'am.

     

 22     Q.   Just for the clarity of the record, is it

     

 23  correct that the abbreviation MB PD stands for thousand

     

 24  barrels of crude per day?

     

 25     A.   In that document it does.  That's a -- that is
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 01  correct.

     

 02     Q.   Has the Tesoro Anacortes refinery already built

     

 03  a crude-by-rail facility?

     

 04     A.   Yes.

     

 05     Q.   Do they receive Bakken or shale crude by train

     

 06  now?

     

 07     A.   We have received it since 2012.

     

 08     Q.   Are there crude-by-rail facilities already built

     

 09  at British Petroleum, Phillips 66 and U.S. Oil

     

 10  refineries in Washington?

     

 11     A.   Yes.

     

 12     Q.   And are they currently receiving Bakken or US

     

 13  shale crude-by-rail now?

     

 14     A.   I don't have that comparative information.

     

 15     Q.   On page 9, paragraph 21 of your testimony, you

     

 16  state that California projections are representative of

     

 17  the entire PADD 5; is that correct?

     

 18     A.   I used that as a proxy for the entire region

     

 19  because at the time that I wrote -- had done that

     

 20  modeling, it corresponded to the prefiled; that was the

     

 21  best available information that I had that impacted --

     

 22  that reflected the impacts of the growing economy on the

     

 23  whole PADD.

     

 24     Q.   And similarly, on page 14, which is paragraph 32

     

 25  of your written testimony, you are again using
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 01  California trends to represent the demand in the other

     

 02  PADD 5 states; is that correct?

     

 03     A.   I'm doing that because of the intricately

     

 04  related economies that this sector -- this PADD 5 has in

     

 05  general, obviously the mainland, which would be more

     

 06  interrelated.  But because they are economically tied

     

 07  together, then the impact on California would tend to

     

 08  affect the other regions similarly.

     

 09     Q.   And will this -- I think you may have answered

     

 10  this to one of the council members, I apologize if it's

     

 11  a repeat.  But will this project supply refineries other

     

 12  than the four Tesoro refineries that you discussed in

     

 13  your testimony?

     

 14     A.   It is the intent of this facility to be able to

     

 15  supply other refineries.

     

 16     Q.   Is it correct that the Alaskan north slope oil

     

 17  production started to decline around 1985?

     

 18     A.   I would defer to my diagram.  I think that's the

     

 19  approximate year.

     

 20              MS. BOYLES:  If Ms. Mastro could bring up

     

 21  Exhibit 271.

     

 22  BY MS. BOYLES:

     

 23     Q.   I just want to clarify this.  This graph shows

     

 24  PADD 5 stock levels.  That sort of a line that stays the

     

 25  same shape all the way through the bottom in orange,
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 01  that's what's PADD 5; is that correct?

     

 02     A.   That's crude oil stock levels in thousand of

     

 03  barrels -- millions of barrels -- thousands of barrels.

     

 04  Sorry.

     

 05              MS. BOYLES:  And, Ms. Mastro, Exhibit 272.

     

 06  BY MS. BOYLES:

     

 07     Q.   And on the bottom, the bottom one of these two,

     

 08  the petroleum consumption one, is it the black line

     

 09  there that dips at the bottom there that is the current

     

 10  demand, that's actual demand?

     

 11     A.   That's the actual demand that occurred in that

     

 12  year.

     

 13     Q.   Thank you.  And then finally, to follow up a

     

 14  question --

     

 15     A.   Can I -- let me -- I realize I might have been a

     

 16  little -- a little bit inconsistent.  In this case that

     

 17  "M" is in millions of barrels a day.

     

 18     Q.   Oh, that's "M" as in millions --

     

 19     A.   In millions of barrels.

     

 20              JUDGE NOBLE:  Mr. Roach, I do see that you

     

 21  are talking over counsel's questions and counsel is

     

 22  talking over your testimony a little bit.  So it's hard

     

 23  for the court reporter to get that.  He can't take down

     

 24  two people at the same time.

     

 25              THE WITNESS:  Correct.
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 01  BY MS. BOYLES:

     

 02     Q.   And following up on one other question, if this

     

 03  terminal is built, will there still be no pipeline for

     

 04  refined products from Washington terminals to eastern

     

 05  Washington?

     

 06     A.   Let me just make sure I understand your

     

 07  question.  If this terminal is built --

     

 08     Q.   If this terminal is built --

     

 09     A.   -- will there be --

     

 10     Q.   -- there will still be no pipeline --

     

 11              (Simultaneous discussion interrupted by

     

 12               reporter.)

     

 13     A.   There will still be no product pipelines or

     

 14  crude pipelines?

     

 15  BY MS. BOYLES:

     

 16     Q.   Product pipelines.  Refined product.

     

 17     A.   I know of no product pipelines that go from west

     

 18  Washington to east Washington.

     

 19     Q.   So even if this terminal is in operation,

     

 20  eastern Washington will receive crude -- will receive

     

 21  refined product, excuse me, from PADD 4?

     

 22     A.   Correct.

     

 23     Q.   Thank you.

     

 24              MS. BOYLES:  Nothing further.

     

 25              JUDGE NOBLE:  Is there any other

�0230

                            DERR / ROACH

     

     

     

 01  cross-examination of Mr. Roach?

     

 02              Redirect?

     

 03              MR. DERR:  Thank you, Your Honor.

     

 04                    REDIRECT EXAMINATION

     

 05  BY MR. DERR:

     

 06     Q.   Mr. Roach, I just have a couple questions.  Pick

     

 07  up the last one first, the question about whether

     

 08  there's a refined product pipeline from western

     

 09  Washington to eastern Washington.  Is refined product

     

 10  also transported by other means besides pipeline?

     

 11     A.   Truck.

     

 12     Q.   By truck.  So is there the possibility of

     

 13  transporting refined product from the refineries in

     

 14  Washington to eastern Washington by truck?  Is that --

     

 15     A.   It is possible.

     

 16     Q.   -- possible?

     

 17     A.   It does generally occur.

     

 18     Q.   You have to wait till I finish the question too.

     

 19  Thank you.

     

 20          Question about the Olympic Pipeline, counsel

     

 21  asked you a question about that.  Can you run crude oil

     

 22  through the Olympic Pipeline?

     

 23     A.   No.

     

 24     Q.   You also were asked a question about

     

 25  pipelines -- or you testified about pipelines of refined
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 01  product from Utah to Montana.  Can you use those

     

 02  finished product pipelines to ship crude to eastern

     

 03  Washington?

     

 04     A.   Not the way they're configured, no.

     

 05     Q.   And lastly, Mr. Roach, you were asked some

     

 06  questions from the council about the benefits to

     

 07  Washington specifically from this project.  Will crude

     

 08  oil supplies through the terminal that might also supply

     

 09  refineries in other states have a benefit to Washington,

     

 10  in your opinion?

     

 11     A.   In my opinion, it does.  And due to the

     

 12  interrelated nature of the industries and the commerce

     

 13  of that West Coast region as it is somewhat operating in

     

 14  an integral fashion, so that as you improve the

     

 15  economics of operation and supply in one region, one

     

 16  part of that region, it impacts the whole of the region

     

 17  and it would be hard to extract a single state out of

     

 18  that region and isolate it away from the benefits or

     

 19  the -- of any situation.

     

 20     Q.   By way of example, might airplanes manufactured

     

 21  in Washington use fuels produced in Washington or in

     

 22  other refineries in PADD 5?

     

 23     A.   Correct, it could.

     

 24     Q.   How about the trucking industry?  You mentioned

     

 25  trucks that transport agricultural products, might they
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 01  use products that are refined in other PADD 5

     

 02  refineries?

     

 03     A.   There are trucks that transit out of Washington

     

 04  going to another region within the PADD, would then be

     

 05  refilled and come back and -- so it would be very

     

 06  difficult to extract, again, a single state out of that

     

 07  region.  Such a big -- as I stated early on, it is such

     

 08  a big powerful region of economic activity on the whole

     

 09  globe, but it's not any single state in isolation.  It's

     

 10  all of those states working together.  So the benefits

     

 11  that occur for that PADD translate to all the states of

     

 12  that region.

     

 13     Q.   So is it then your opinion that crude oil that

     

 14  goes through this facility in Vancouver but is sent to

     

 15  refineries in California, will that still, in your

     

 16  opinion, benefit the economy in the state of Washington?

     

 17     A.   In my opinion, it does because it is part of the

     

 18  integrated whole of the PADD 5 region.

     

 19              MR. DERR:  Thank you.  No further questions.

     

 20              JUDGE NOBLE:  Thank you.  It's time for

     

 21  council questions based upon the cross-examination and

     

 22  the redirect.  Council have any questions?

     

 23              All right.  There are no questions from the

     

 24  council.

     

 25              Then, Mr. Roach, you are excused as a
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 01  witness.

 02              THE WITNESS:  Thank you.

 03              JUDGE NOBLE:  Thank you.

 04              You may call your next witness, Mr. Derr.

 05              MR. BARTZ:  Your Honor, good afternoon.

 06  This is David Bartz for the Port of Vancouver.  We're

 07  going to call Mr. Alastair Smith as a witness.

 08              JUDGE NOBLE:  Now, I have a question.  I

 09  understood that there were three witnesses for today,

 10  one being Mr. Roach and then Jared Larrabee and David

 11  Corpron.  Is Mr. Smith testifying in substitution of

 12  another witness?

 13              MR. DERR:  No, Your Honor.  Mr. Smith is a

 14  Port witness.  We provided you a list of witnesses we

 15  thought we might call today.  Mr. Roach took longer, to

 16  be honest, than we anticipated.

 17              JUDGE NOBLE:  Yes.

 18              MR. DERR:  So we have Mr. Smith with the

 19  Port, and then depending upon how long you want to speak

 20  with him, we will be calling Mr. Larrabee next.

 21              JUDGE NOBLE:  All right.  Mr. Corpron may be

 22  tomorrow because we're leaving early today?

 23              MR. DERR:  That's fine.  And also it's my

 24  understanding Mr. Smith did not file prefiled testimony.

 25              MR. BARTZ:  That's correct.  He's not a
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 01  prefiled expert.  He's a fact witness primarily.

 02              JUDGE NOBLE:  All right.  Thank you.  So

 03  please call Mr. Smith.

 04              Mr. Smith, would you raise your right hand.

 05              (Witness sworn.)

 06              JUDGE NOBLE:  Thank you.  Please be seated.

 07  You may proceed.

 08              MR. BARTZ:  Your Honor, on the question of

 09  exhibits, then, we've got no objection of the exhibits

 10  and I gave the list to Ms. Mastro ahead of time and I

 11  can repeat those for you on the record now if you'd

 12  like.

 13              JUDGE NOBLE:  Yes, please.

 14              MR. BARTZ:  So POR exhibits that begin 1011

 15  and continue through 1022, but we're withdrawing

 16  Exhibits 1014 and 1016.

 17              JUDGE NOBLE:  Exhibits 1014 and 1016 will be

 18  withdrawn.

 19              And do I hear any objections to the

 20  witnesses of the Port, 1011 and 1022?

 21              There being no objections, those exhibits

 22  will all be admitted.  Thank you.

 23              MR. BARTZ:  Thank you, Your Honor.  Proceed?

 24              JUDGE NOBLE:  Yes, proceed.

 25  
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 01                       ALASTAIR SMITH,

     

 02    having been first duly sworn, testified as follows:

     

 03                     DIRECT EXAMINATION

     

 04  BY MR. BARTZ:

     

 05     Q.   Mr. Smith, what job do you have at the Port of

     

 06  Vancouver?

     

 07     A.   I'm chief marketing and sales officer.

     

 08     Q.   What is that job?

     

 09              JUDGE NOBLE:  Excuse me, this witness has to

     

 10  identify himself, the spelling of the last name for the

     

 11  record.

     

 12              MR. BARTZ:  Yeah, I'm sorry, Your Honor.

     

 13  BY MR. BARTZ:

     

 14     Q.   Mr. Smith, would you please identify yourself,

     

 15  including your full name for the record.

     

 16     A.   My name is Alastair Smith.

     

 17              JUDGE NOBLE:  S-m-i-t-h?

     

 18              THE WITNESS:  Correct.

     

 19              JUDGE NOBLE:  Thank you.

     

 20  BY MR. BARTZ:

     

 21     Q.   Can you give us a brief description of your job

     

 22  at the port, Mr. Smith?

     

 23     A.   In the marketing and sales, our job is to go and

     

 24  find economic development and jobs for the community.

     

 25  We do that on a local basis and we do that on a domestic
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 01  basis.  We are charged by the State of Washington to

     

 02  create economic development and that is what our

     

 03  department does.

     

 04     Q.   And Alastair, how long have you been at the Port

     

 05  of Vancouver?

     

 06     A.   Since February 2013.

     

 07     Q.   And prior to --

     

 08     A.   Excuse me.  Correct, February 2003.

     

 09     Q.   So from 2003 to today?

     

 10     A.   That's correct.  13 years.

     

 11              JUDGE NOBLE:  The court reporter is having a

     

 12  little bit of trouble following you.  Just slow down, if

     

 13  you would, a little bit, Mr. Smith.  Thanks.

     

 14              THE WITNESS:  Thanks.

     

 15  BY MR. BARTZ:

     

 16     Q.   The work you did prior to coming to the Port of

     

 17  Vancouver, what was that work briefly and how did it

     

 18  prepare you for the job you do at the port?

     

 19     A.   I actually started a seagoing career when I was

     

 20  18 years old.  I did an apprenticeship in the British

     

 21  Merchant Marine in the navigation department where I was

     

 22  actually doing navigation for two years on a vessel and

     

 23  two years at college.  While I was at sea doing the

     

 24  practical, I was also doing correspondence courses back

     

 25  to the college.
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 01          When I completed that four-year apprenticeship,

     

 02  I then sailed as a navigation officer for two years.

     

 03  That entailed the navigation of the vessel going from A

     

 04  to B, but it also included the cargo operations and

     

 05  stability calculations for vessels.  I did that until

     

 06  December 1979, when I came ashore with the same company

     

 07  that I was working with, which is a Norwegian operative

     

 08  named Star Shipping.  And I joined the operations

     

 09  department in their San Francisco office and was

     

 10  operations assistant, mainly looking for vessels when

     

 11  they came into port and arranging all of the pilots,

     

 12  tugs, linesmen and dealing with cargo operations of that

     

 13  vessel while it was in port.  I was --

     

 14     Q.   Excuse me, Alastair.  I'm just going to ask you

     

 15  to speak more directly into the mic, if you could, pull

     

 16  it closer.

     

 17     A.   In 1981, I was promoted to operations manager in

     

 18  the Star Shipping office in Long Beach, California.

     

 19  There I was actually responsible for the negotiation of

     

 20  stevedore contracts, port contracts, tug companies and

     

 21  various other vendors that we deal with, making sure

     

 22  that the vessels that were operating coming in and out

     

 23  of port were done so efficiently.

     

 24          In 1986, I was promoted to district manager in

     

 25  the Star Shipping's Portland office, to where I took

�0238

                           BARTZ / SMITH

     

     

     

 01  over the responsibilities of the operations as well as

     

 02  the commercial side of it, to where I was -- would get

     

 03  out and negotiating contracts with cargo owners,

     

 04  shippers, brokers, freight forwarders to try to bring

     

 05  cargo to the shipping company and ship out of the

     

 06  Pacific Northwest.  We also were in charge of the

     

 07  operations of those vessels while they were in port.

     

 08  And in 2003 I joined the Port of Vancouver as director

     

 09  of marketing and operations.  And in 2005 I was promoted

     

 10  to senior director of marketing operations.

     

 11     Q.   So before you joined the port, it's fair to say

     

 12  you had over 20 years' experience loading ships and

     

 13  selling their cargo or their services to customers?

     

 14     A.   That's correct.

     

 15     Q.   And that's pretty much what you've done since

     

 16  you've been at the port?

     

 17     A.   That is correct.

     

 18     Q.   How is the port's results or performance been

     

 19  since you've been at the Port of Vancouver?

     

 20     A.   They've increased steadily.  Back in 2003, we

     

 21  actually had a different kind of operation at the port

     

 22  where the port had a management agreement with a

     

 23  stevedore company and the revenues were all shared with

     

 24  that stevedore.

     

 25          The market softened and the stevedore actually
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 01  asked to renegotiate the contract.  We did.  We

     

 02  front-end loaded it with the stevedore, and one month

     

 03  later -- after signing a five-year contract, one month

     

 04  later they came back and said, this is still not good

     

 05  enough, we may walk away from the terminal.  So we

     

 06  accepted their proposal and the port eventually took

     

 07  over the operations of the terminal, which did change

     

 08  the way that the revenue stream actually worked.  So at

     

 09  that time, back in 2003-2004, the terminal was making

     

 10  around $6 million a year.  Today that same terminal is

     

 11  making around $30 million.

     

 12     Q.   About $30 million you said?

     

 13     A.   That is correct on the terminal operations side.

     

 14     Q.   And if I looked at -- if you were to look at the

     

 15  port's overall performance and impact in the community

     

 16  from 2010 or '11 to 2015, how has that changed?

     

 17     A.   That has seen a nice growth as well.  We

     

 18  actually have studies done with a renowned economist,

     

 19  John Martin & Associates, who does most of the studies

     

 20  for the ports around the nation.  And in the reports

     

 21  that we had in 2010, we had about $1.6 billion worth of

     

 22  economic activity in the port, and now in 2015, which

     

 23  was the results of the year 2014, that number actually

     

 24  increased to $2.9 billion.  The overall job numbers at

     

 25  the port went up from 17,000 to 20,200.  Of that there
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 01  was -- 3,200 of those were direct jobs, and there was

     

 02  about 3,200 of indirect jobs and there was a lot of

     

 03  induced jobs that were part of that makeup.

     

 04     Q.   Let me ask you, Mr. Smith, you mentioned

     

 05  something -- I think we've got an exhibit on it.

     

 06              MR. BARTZ:  Could I ask for an exhibit

     

 07  number -- it's the Port's 1019.

     

 08              Your Honor, do you want me to wait for it to

     

 09  be pulled up or go ahead?  It's your call.

     

 10              JUDGE NOBLE:  You could just go ahead and

     

 11  save a little bit of time.

     

 12              MR. BARTZ:  Thank you, Your Honor.

     

 13  BY MR. BARTZ:

     

 14     Q.   Mr. Smith, you mentioned jobs, and this has been

     

 15  marked as the Port's -- and admitted as Port's

     

 16  Exhibit 1019.  It's up on the screen now.  What does

     

 17  this reflect in terms of jobs?

     

 18     A.   This is a 2014 economic impact of the Port of

     

 19  Vancouver.  And this was done by John Martin &

     

 20  Associates, and this was conducted in the spring of

     

 21  2015.

     

 22     Q.   And the results, if we could look at 2018,

     

 23  please, the Port's Exhibit 2018.

     

 24              MS. MASTRO:  I'm sorry, you said?

     

 25              MR. BARTZ:  2018 -- or 1018.  Sorry.  2s,
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 01  1s.  I'm a binary person.

     

 02              THE WITNESS:  Thank you.

     

 03  BY MR. BARTZ:

     

 04     Q.   So, Mr. Smith, you're looking at what's been

     

 05  marked as Port's Exhibit 1018.  What does that show us?

     

 06     A.   This is an overview of our operating revenues.

     

 07  The blue revenue is the terminal operations, the red is

     

 08  the property and lease side and the green is the

     

 09  facilities sales and service department.

     

 10     Q.   As part of your job, do you travel frequently?

     

 11     A.   Yeah, I normally travel somewhere between 100

     

 12  and 130 days per year.

     

 13     Q.   Have you, in those travels, gotten a sense of

     

 14  the Port of Vancouver USA's acceptance in the global

     

 15  marine community?

     

 16     A.   Yeah, we're actually quite proud of that.  When

     

 17  I first started to travel, people used to tell me they

     

 18  enjoyed taking cruises from our port and they enjoyed

     

 19  the mountains in the background.  Today now they

     

 20  recognize that we're called the Port of Vancouver,

     

 21  Washington, not the Port of Vancouver, Canada.  We enter

     

 22  into the offices and people have actually got

     

 23  documentation on the Port of Vancouver, Washington,

     

 24  sitting on their desks.  It was quite an extensive

     

 25  marketing campaign to do that by translating a lot of

�0242

                           BARTZ / SMITH

     

     

     

 01  our marketing materials into foreign languages and being

     

 02  able to take them, easily leaving them behind at airport

     

 03  lounges to make sure other people would see them when

     

 04  they did that.

     

 05          But it was really encouraging to see that we are

     

 06  now recognized in a global basis by many very strong

     

 07  international companies.  We have signed many long-term

     

 08  agreements with some of those companies and we are noted

     

 09  as being one of the strongest companies for handling

     

 10  project cargo in the country.

     

 11     Q.   And project cargo, in simple terms, is what?

     

 12     A.   It's oversized, overweight, overwidth cargoes.

     

 13  Wind energy could be a very good example of that.  And

     

 14  we have entered into agreements with Vestas, Siemens and

     

 15  GE in handling wind energy components.  The port looked

     

 16  back in 2004 and recognized that the wind energy

     

 17  industry was going to be in a growth pattern, but there

     

 18  was no facilities in US West Coast ports to be able to

     

 19  handle these heavy-lift components.

     

 20          There was also a dispute between longshoremen

     

 21  and the crane companies where the longshoremen felt that

     

 22  this was your jurisdiction.  The crane companies, their

     

 23  insurance companies would not let an outside crane

     

 24  operator drive their cranes.  So there's a 20-year

     

 25  standoff where there was virtually no project cargo
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 01  handled in the Pacific Northwest.

     

 02          The Port of Vancouver went out and purchased a

     

 03  heavy-lift crane in order to make that work and we

     

 04  trained all of the crane operators in how to drive those

     

 05  cranes.  We actually secured some long-term contracts

     

 06  from these wind energy companies.  And in 2009 and in

     

 07  2011, we were actually the number one port for handling

     

 08  wind energy components in the US.  We have signed

     

 09  five-year agreements with GE, we have three-year

     

 10  agreements with Siemens, we have three-year agreements

     

 11  with Vestas and we are negotiating with many others.

     

 12     Q.   When the council takes a tour later this

     

 13  afternoon, they may see some wind energy components out

     

 14  of the port today?

     

 15     A.   Yeah, out at Terminal 5, you'll be able to see

     

 16  some GE blades, that these are the latest generation.

     

 17  The blades themselves are about 200 feet long.  So when

     

 18  we were talking to the wind energy companies, how do we

     

 19  develop our infrastructure, one of the things that they

     

 20  said was the components are going to get bigger and they

     

 21  are going to get heavier.  So in 2007 we purchased a

     

 22  second heavy-lift crane and that allowed us to be able

     

 23  to lift tandem lifts and engineered picks, which are

     

 24  much more difficult to do.  But our stevedore companies

     

 25  and in conjunction with them, we trained every longshore
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 01  crane operator in our local to be able to handle

     

 02  engineered picks and tandem lifts.  No other port on the

     

 03  West Coast had done that.

     

 04     Q.   And you say the port purchased those cranes.

     

 05  Where does the port get the money to purchase cranes

     

 06  like that?

     

 07     A.   That generally comes from our operating

     

 08  revenues, or it can come from our tax base.

     

 09     Q.   So what are -- is your tax base for a piece of

     

 10  equipment like that?

     

 11     A.   Yes.  For -- we collect around $10 million worth

     

 12  of taxes within the property taxes of the community.

     

 13  But that is only allowed to be invested into

     

 14  environmental cleanup or capital expense or pay off a

     

 15  debt.  It is not allowed to be used for any operational

     

 16  expense.  But also the profits that we make from our

     

 17  operational expenses are also reinvested back into the

     

 18  community.  So it could be a mixture of the tax base and

     

 19  the operations profits.

     

 20     Q.   And approximately how much did those cranes

     

 21  cost?

     

 22     A.   The first one cost $3.7 million.  And we managed

     

 23  to pay that off in about a 14-month period.  The second

     

 24  crane cost exactly the same value in Euros, but

     

 25  translated into $5.1 million in US.  The exchange rates
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 01  have changed.  We actually delayed purchasing it for

     

 02  another six months and ended up paying about 4.5 million

     

 03  for that second crane.

     

 04     Q.   And that revenue you talked about in

     

 05  Exhibit 1018 that shows up here, that's the kind --

     

 06  that's the place where you get that money to make those

     

 07  investments; is that correct?

     

 08     A.   That is correct.

     

 09     Q.   And you recently had a chance to be examined, if

     

 10  you will, by an outside party as to the port's

     

 11  operations and success in operations.

     

 12     A.   That is correct.  We were applying for a

     

 13  $40 million revenue bonding rating and Standard & Poor's

     

 14  actually visited the port and we presented them with a

     

 15  tremendous amount of financial information about how the

     

 16  port is doing, but they also wanted to understand the

     

 17  longer-term viability of the port and they were looking

     

 18  at all of our long-term contracts that we had in place.

     

 19          We are a breakbulk port, project cargo,

     

 20  automobiles, liquid bulks and dry bulks.  We do not do

     

 21  containers.  But what we have done, is we've managed to

     

 22  sign a lot of long-term contracts with the breakbulk

     

 23  carriers, who have been signing five-year agreements

     

 24  with five-year options, and they have continued and some

     

 25  of those are in their third option period.  So we have a
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 01  tremendous amount of support from the breakbulk

     

 02  community.  We've also signed long-term agreements with

     

 03  Subaru.  We've signed an agreement with them through the

     

 04  year 2030 with options to extend.  We have signed

     

 05  long-term agreements with United Grain, which is signed

     

 06  through 2030 with options to extend.

     

 07          So we have a lot of long-term contracts there

     

 08  that create the stability and also the diversification

     

 09  of the amount of cargoes and types of cargoes that we

     

 10  handle, so that as the economy goes up and down in

     

 11  certain sectors, we manage to carry through with some of

     

 12  the other commodities not in that same cycle.

     

 13     Q.   Thank you, Alastair.  So you've mentioned

     

 14  revenue that comes from operations and you've mentioned

     

 15  taxes.  Are there limits -- are there limits on the way

     

 16  the port spends the money from both of those places?

     

 17     A.   Yes, all of that must be reinvested back into

     

 18  the port and port infrastructure within the port

     

 19  district.

     

 20     Q.   And investments can be like those cranes we've

     

 21  talked about?

     

 22     A.   It can be.  One of the largest examples we have

     

 23  is the West Vancouver Freight Access project, which is

     

 24  approaching about $250 million worth of investment over

     

 25  the last ten years or so.
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 01     Q.   And we'll talk some more in a minute about that.

     

 02  How does a port -- it's generating money through

     

 03  operations.  How does it differ from what we might think

     

 04  of as your ordinary business on main street?

     

 05     A.   Port's a little bit different because we can --

     

 06  we can have a much longer horizon to be able to get a

     

 07  profit.  Private business would like to come in and

     

 08  maybe make -- return an investment within a two- to

     

 09  three-year period.  The port manages to make these large

     

 10  investments and infrastructure and sometimes a payoff

     

 11  may be 20 years down the line.  But without that heavy

     

 12  investment and infrastructure, we would not be able to

     

 13  attract the type of long-term tenants that we are trying

     

 14  to market.

     

 15     Q.   And those investments and your operating

     

 16  contracts you talked about in those revenues up there on

     

 17  1018, what rating did Standard & Poor's give you?

     

 18     A.   They gave us an A rating.

     

 19     Q.   Is that on a scale?  Can you help me understand

     

 20  if that's good?

     

 21     A.   That is good.

     

 22     Q.   There's a strategic plan in evidence, Mr. Smith,

     

 23  Exhibit 1021, the Port of Vancouver Strategic Plan.  Are

     

 24  you familiar with that?

     

 25     A.   Yes, I am.
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 01     Q.   How would you summarize that in a few words?

     

 02     A.   It actually gives us our mission and vision

     

 03  statements, and our mission basically is to create

     

 04  economic development by -- to give economic development

     

 05  within our community through leadership, stewardship,

     

 06  partnership through marine, industrial and waterfront

     

 07  development.  So that is what our mission is and that is

     

 08  what we tried to do, is to create the jobs within our

     

 09  community.

     

 10     Q.   When you say "partnership," can you give me a

     

 11  brief example of something like that?

     

 12     A.   We have many partnerships.  We work very closely

     

 13  with the City, we work closely with the County, we work

     

 14  closely with a lot of agencies that give permits to us.

     

 15  We have a very strong environmental department that

     

 16  tells us what we need to get to people early and get

     

 17  there often.  Some of the partnerships that we have done

     

 18  is in developing things like the West Vancouver Freight

     

 19  Access.  It has -- there's a tremendous amount of

     

 20  partnerships that you need to prepare for a large

     

 21  project like that.

     

 22     Q.   In fact, we've got an exhibit marked 1020.

     

 23              MR. BARTZ:  Thank you, Ms. Mastro.

     

 24  BY MR. BARTZ:

     

 25     Q.   Can you briefly tell us, Mr. Smith, what that
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 01  exhibit shows us.

     

 02     A.   I am getting a little older.  Appreciate that.

     

 03  Thank you.  This is the funding sources that we have for

     

 04  the West Vancouver Freight Access.  The large portion in

     

 05  blue is the port.  The port has actually spent about

     

 06  $160 million so far in the funding of that project.

     

 07          You can see some of the partnerships we have

     

 08  there with some of the grants that we received.  About

     

 09  $2.5 million was from an ARRA grant, Federal Highway

     

 10  Administration grant of 4.8 million, and I understand

     

 11  that 3.1 million of that was done through a grant with

     

 12  the City under the same program for the West Vancouver

     

 13  Freight Access project.  Department of Transportation,

     

 14  State of Washington was 527,000.  Freight Mobility

     

 15  Strategic Investment Board was about 13 and a half

     

 16  million dollars.  Federal Rail Administration grant,

     

 17  again, for $3.9 million.  Transportation infrastructure,

     

 18  a TIGER grant, which is a federal program, another

     

 19  $10 million.

     

 20          We also have been applying rail infrastructure

     

 21  repayment fees to some of our tenants, which is about

     

 22  $6.2 million.  BNSF Railroad actually gave some in-kind

     

 23  contributions, mostly through rail that was already

     

 24  positioned within the right-of-way when we purchased the

     

 25  right-of-way back from BNSF.  And we had a high-speed
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 01  grant for another $15 million.

     

 02     Q.   Thank you, Mr. Smith.

     

 03              MR. BARTZ:  Your Honor, at this moment I

     

 04  would like to move to Exhibit 12, which is a large

     

 05  picture.  And can I make a few structural changes here?

     

 06              JUDGE NOBLE:  Yes, certainly.

     

 07              MR. BARTZ:  We have copies for the council

     

 08  and the parties, individual copies of this.  This is the

     

 09  exhibit we have, which is 1012, but these are laminated

     

 10  copies you can look at.  They're a little easier than

     

 11  what we're looking at on a computer screen.  I

     

 12  appreciate your indulgence.

     

 13              We're going to spend a little time talking

     

 14  about the port and the West Vancouver Freight Access and

     

 15  this picture actually makes some things a little more

     

 16  easily understood and perhaps it will help you with your

     

 17  site tour later today.

     

 18  BY MR. BARTZ:

     

 19     Q.   So, Mr. Smith, for just a few minutes if you

     

 20  would, would you walk us through -- introduce us to the

     

 21  Port of Vancouver and what this facility is we've been

     

 22  talking about?

     

 23     A.   So this is the Port of Vancouver.  Basically the

     

 24  state of Washington, state of Oregon.  The Columbia

     

 25  River and the ocean is this way down at this end.  Here
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 01  we have the -- this is the I-5 roadway that goes all the

     

 02  way down -- from Seattle all the way down to San Diego.

     

 03  Just to position you, the mainline rail goes all the way

     

 04  down from the same area, Seattle all the way down to

     

 05  San Diego.

     

 06          Over here is actually Terminal 1.  This was the

     

 07  birthplace of the Port of Vancouver and the original

     

 08  warehouse of the port is situated right there.  This was

     

 09  a Red Lion Hotel, which is now actually closed and is

     

 10  going to be part of the redevelopment that the port is

     

 11  going to be looking at, at Terminal 1.

     

 12          Coming from the east, this is a prime built

     

 13  facility.  It is by Graymor.  It is going to be building

     

 14  a mixed-use development area down there on about 20

     

 15  acres.  The port still remains about 10-plus acres over

     

 16  in this area.

     

 17          Then we have -- coming further west, we have --

     

 18  this is Metro Metals.  It's a scrap yard.  Actually

     

 19  exports scrap through the port here, does about 500,000

     

 20  tons per year.  As you go through the port, the rail

     

 21  line really denotes -- everything south of the rail line

     

 22  is the marine terminals and everything north of the rail

     

 23  line we classify as our industrial tenants.  So we have

     

 24  a grain elevator here, that is United Grain, has

     

 25  traditionally done about 3.1, 3.2 million tons of wheat.
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 01  However, they have made some expansions over in this

     

 02  area because of the West Vancouver Freight Access

     

 03  project that we can talk a little bit about later.

     

 04          As we come in through Terminal 2, this is where

     

 05  we have our heavy-lift cranes and have a lot of wind

     

 06  energy going through here.  We also have an apparatus, a

     

 07  steel slab operation, which does about 600,000 tons per

     

 08  year.

     

 09          We have a liquid bulk facility for NuStar.  We

     

 10  have a dry bulk facility for Kinder Morgan that does

     

 11  corporate concentrate and bentonite clay.  We have

     

 12  another great bulk facility here.  These warehouses

     

 13  are -- all of the warehouse capacity that we have is the

     

 14  largest of any port in the West Coast, which

     

 15  traditionally allows us to attract much more cargo.

     

 16          We also have the Subaru facility which operates

     

 17  in about 75 acres.  They do about 90,000 automobiles

     

 18  being exported through here.  Terminal 5, this used to

     

 19  be the old ALCOA Aluminum facility.  And within that,

     

 20  they were operational right up until the year 2000 and

     

 21  then they tried to sell us this property around 2004,

     

 22  but they wanted a high cost, but they also wanted us to

     

 23  do the cleanup, so we declined to do that.

     

 24          They then come back in about 2008, 2009 and

     

 25  asked us whether or not we would be interested in
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 01  purchasing it again.  The deal had changed and they were

     

 02  going to do the cleanup, so we actually went forward and

     

 03  purchased this from ALCOA.  So this was a brown field

     

 04  site that we actually put back into use.  This inside

     

 05  rail is about 100 acres.  We took about 165 acres of

     

 06  property from ALCOA.

     

 07          From a geography standpoint, it's very important

     

 08  that we had this because we had the waterline all the

     

 09  way around to the very north that you see here.

     

 10          Columbia Gateway is an area that we're looking

     

 11  to do future development on.  It's another 500 acres

     

 12  that has access right onto the navigation channel and

     

 13  we're looking to start the permitting on that very

     

 14  quickly.

     

 15          The area here is another parcel of Columbia

     

 16  Gateway, parcel 4 and 5.  This is 600 acres.  And we

     

 17  have just recently turned this over to Columbia Land

     

 18  Trust and they are going to make this into habitat.

     

 19  This is the Pacific flyway for a lot of the birds that

     

 20  migrate up and down the West Coast, and this is turned

     

 21  over for habitat for them to get into more wetlands and

     

 22  they're going to be planting food forage for them as

     

 23  they fly through.

     

 24          We come back, north of the rail, we have a lot

     

 25  of our industrial tenants.  We have about 52 industrial
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 01  tenants within the port.  And on that side of the

     

 02  ledger, we are 99.7 percent occupied.  We have been for

     

 03  quite a few years.  We have quite a diversity in our

     

 04  operations with trans load facilities, Boise Cascade has

     

 05  their lumberyard here, we have Sapa Profiles, which is

     

 06  an aluminum-extruding facility.  Tesoro has an operation

     

 07  here that do some gasolines and diesel.

     

 08          We also have Centennial Industrial Park, which

     

 09  is a 58-acre portion up in the Centennial Park area.  We

     

 10  got a $5.7 million grant from the Department of Commerce

     

 11  to put utilities in.  We now have -- Sunlight Supply is

     

 12  building a 300,000-square-foot distribution center.

     

 13              MR. BARTZ:  Just a minute, Alastair.  I'm

     

 14  not sure --

     

 15              JUDGE NOBLE:  I think the court reporter is

     

 16  having an issue.

     

 17  BY MR. BARTZ:

     

 18     Q.   Slow down, please, Alastair.  I know I've given

     

 19  you a bad example, but slow down.

     

 20     A.   So that's Centennial Industrial Park.  This used

     

 21  to be a farm.  This was the Ruffner Farm.  When we took

     

 22  it over, there's 108 acres between parcel 7 and

     

 23  parcel 8.  Parcel 8 we have turned into an industrial

     

 24  park with Sunlight Supply building a 300,000-square-foot

     

 25  distribution center.  The port is just in permitting and
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 01  ready to start constructing a warehouse that is going to

     

 02  be a SPANX warehouse that is about 124,000 square feet.

     

 03          Once we are about 50 percent developed in

     

 04  parcel 8, we will start then the title and process of

     

 05  parcel 7.  Parcel 6 is an environmental mitigation bank

     

 06  that we entered into with a local company that actually

     

 07  created about 165 acres of environmental mitigation.  So

     

 08  that also helps us to be able to get some credits when

     

 09  we want to build some of our other infrastructure that

     

 10  we're working on.

     

 11          The interesting thing is part of this was the

     

 12  old farm.  Instead of just tearing it down, we actually

     

 13  deconstructed it and all of the wood that was in the

     

 14  barn was used in other projects throughout the camp.  So

     

 15  we're actually quite busy with all of our industrial and

     

 16  our --

     

 17     Q.   Thank you, Alastair.  You can take a seat and

     

 18  we'll have you back up there in a minute.  You can just

     

 19  leave that on for a second.

     

 20              JUDGE NOBLE:  Mr. Smith, I've noticed that

     

 21  your narrative falls off a little at the end sometimes

     

 22  of your sentences and the court reporter is shaking his

     

 23  head again.  That means he didn't -- he didn't get all

     

 24  of what you said.  So it's important that you want to

     

 25  make a complete record of testimony.
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 01              THE WITNESS:  I felt that the mic was going

     

 02  in and out a little bit.

     

 03              JUDGE NOBLE:  It was.  It was.

     

 04              Mr. Moss has a question for you.

     

 05              MR. MOSS:  Yeah, I just noticed here,

     

 06  looking at my colleague's copy of the photograph that

     

 07  was distributed, that it is different in some ways from

     

 08  what's up there.  I'm wondering if it's in any way

     

 09  material -- materially different.  Maybe just a

     

 10  different time of year or something.  I can't tell.  But

     

 11  I -- there's quite a few differences actually.

     

 12              THE WITNESS:  So they may just be different

     

 13  versions.  Maybe one was a year later than the other

     

 14  one.

     

 15              JUDGE NOBLE:  Could the witness see one of

     

 16  these rolled-up copies so he could know what Mr. Moss is

     

 17  talking about?

     

 18              MR. BARTZ:  This was -- Your Honor, just to

     

 19  clarify, this was pulled off the wall of a port employee

     

 20  over the weekend when we learned that the screens --

     

 21  there were some concerns about whether the screens were

     

 22  working.  So we grabbed this off the wall of a current

     

 23  port employee.  So it's relatively accurate.

     

 24              The photograph on the wall, the -- or the

     

 25  photograph on the screen, the photograph that's in
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 01  evidence and the photograph you're all looking at is all

     

 02  the same.  It's all the official Port Exhibit 1012.

     

 03  This one on the wall may be a little different because

     

 04  it's probably taken a little bit earlier.

     

 05              JUDGE NOBLE:  So Mr. Moss is correct, it's

     

 06  just a seasonal difference?

     

 07              MR. BARTZ:  Seasonal or it was taken in 2015

     

 08  and not as current as the one that's in front of you.

     

 09              JUDGE NOBLE:  I see.  So, Mr. Moss, does

     

 10  that answer your question?

     

 11              MR. MOSS:  Well, no, because it looks to me

     

 12  like there are different buildings -- it looks to me

     

 13  like there are different buildings on this map than are

     

 14  on this map.

     

 15              THE WITNESS:  That is correct.

     

 16              MR. MOSS:  So they're materially different,

     

 17  I think, and we need to know which one is the exhibit.

     

 18              MR. BARTZ:  Well, I'm sorry for that very

     

 19  much.  This is meant to be a demonstrative exhibit, just

     

 20  a picture so you've got some reference point.  The

     

 21  exhibit that's already been admitted and been reviewed

     

 22  by all the parties for weeks, at least a few weeks, is

     

 23  the exhibit that's on the screen and the one that's in

     

 24  front of you.  Those are the same.

     

 25  
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 01  BY MR. BARTZ:

     

 02     Q.   Alastair, do you want to point out what's

     

 03  different?

     

 04     A.   Yeah, one of the main differences is when you

     

 05  see Terminal 4 and you go to the north part of the --

     

 06  north of the rail lines, the port actually sold an area

     

 07  of property to a company called Farwest Steel, who built

     

 08  a facility there.  So that building is Farwest Steel.

     

 09  They are steel distribution, and they offer about 235

     

 10  jobs in that facility.

     

 11          One of the other differences is up on the -- a

     

 12  little bit north of that is Centennial Industrial Park.

     

 13  You can actually see the utilities and roadways have

     

 14  been put into Centennial Industrial Park.

     

 15          Most of the things to the eastern side, to the

     

 16  right side of the photograph, remain reasonably the

     

 17  same.  One of the main differences you will see on this

     

 18  one, the one that you have in front of you, is that once

     

 19  we talk about the West Vancouver Freight Access project,

     

 20  over on the right side and underneath the railroad

     

 21  bridge, you will actually see a completed trench and

     

 22  that is where our new rail entrance to the port actually

     

 23  comes in.  So it's on the north side of the riverbank

     

 24  just directly under the railroad bridge.

     

 25     Q.   Anything else of difference that should be noted

�0259

                           BARTZ / SMITH

     

     

     

 01  for the council, Alastair?

     

 02     A.   On the east side at Terminal 1, you'll actually

     

 03  see the roadways have started to be put into the

     

 04  waterfront development through the port's part of the

     

 05  development on the very eastern end and then into the

     

 06  Graymor element.  So you have Esther Street and Grant

     

 07  Street which are the north-south streets and they're

     

 08  actually started to be shown in this photograph.

     

 09     Q.   Anything else of importance you can see,

     

 10  Alastair?

     

 11     A.   Most of the other things are shown.

     

 12              JUDGE NOBLE:  Does that answer your

     

 13  question, Mr. Moss?

     

 14              MR. MOSS:  Well, I believe it does, and I'm

     

 15  assuming that this more recent photograph that shows the

     

 16  additional infrastructure development is the one that's

     

 17  part of the record?

     

 18              JUDGE NOBLE:  Yes.

     

 19              MR. MOSS:  Thank you.

     

 20              MR. BARTZ:  Thank you.  And again, I

     

 21  apologize for the miscommunication.

     

 22  BY MR. BARTZ:

     

 23     Q.   Alastair, you mentioned liquid bulk at the port.

     

 24  What kind of liquid bulk products do you handle?

     

 25     A.   We handle jet fuel, diesel, gasoline, sodium
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 01  hydroxide are the main ones that come through the port

     

 02  today.

     

 03     Q.   And approximately how long have you handled

     

 04  those cargoes?

     

 05     A.   Those have been handled since before I came to

     

 06  the port.  So the sodium hydroxide I know has been going

     

 07  through there for over 20 years.  The Tesoro facility

     

 08  that is doing gasoline and diesel has been -- they

     

 09  started operation in 1985.  So they've been going for

     

 10  30 years.  NuStar operation has gone through about four

     

 11  iterations.  Before NuStar it was ST Services.  Before

     

 12  that was it was Valero.  Before that was it GYTX.  But

     

 13  basically same cargoes, just a different company

     

 14  managing that.  And the jet fuel comes through

     

 15  terminal -- or dock number 4 at our Terminal 2 facility

     

 16  and gets piped to the north up to a tank farm that's off

     

 17  of port property.

     

 18     Q.   And what's been your safety -- port safety

     

 19  record with those liquid cargoes?

     

 20     A.   It has been excellent.

     

 21     Q.   You mentioned Subaru.  Have you signed any new

     

 22  contracts with them?

     

 23     A.   We have signed an extension through 2030, that

     

 24  is correct.

     

 25     Q.   And in that new contract extension, were there
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 01  any concerns or objections raised by Subaru with respect

     

 02  to the Vancouver Energy Distribution Terminal?

     

 03     A.   No, there was not.

     

 04     Q.   The Columbia Gateway, you mentioned that you've

     

 05  given -- the port's given that in a transaction to the

     

 06  Columbia Land Trust.  Was there port money spent on that

     

 07  proposal?

     

 08     A.   Yes.  We put in -- $7 million is going to be

     

 09  invested over the next three to four years to be able to

     

 10  plant crop and build habitat, wetlands.  And a lot of it

     

 11  is going to be to facilitate sandhill cranes coming

     

 12  through that area.

     

 13     Q.   And then you mentioned the new warehouse you're

     

 14  building, you called it spec, and I believe that's short

     

 15  for speculation.  That means you don't have a tenant for

     

 16  it, correct?

     

 17     A.   That is correct.  We just got the plans and

     

 18  we're just starting to market it as we speak.

     

 19     Q.   So there's some other big buildings you

     

 20  mentioned to us in the Terminal 4 area.  Do you need

     

 21  another warehouse?

     

 22     A.   In Terminal 4?

     

 23     Q.   Well, I'm sorry, Terminal 2 there.  The

     

 24  warehouses you mentioned.  Do you need another

     

 25  warehouse?
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 01     A.   Well, the warehouse on Terminal 3, we will be

     

 02  knocking that down.  It's a very inefficient warehouse

     

 03  and we have plans to build a new warehouse that is

     

 04  120,000 square feet, and that will be -- the old

     

 05  warehouse will be demolished later this year and the new

     

 06  one hopefully will be erected next year.

     

 07     Q.   Is the -- kind of knocking down old buildings,

     

 08  replacing them with newer, more modern buildings, a part

     

 09  of the investments you make with the port's revenue?

     

 10     A.   That is correct.

     

 11     Q.   So I want to ask you about the West Vancouver

     

 12  Freight Access project briefly, Mr. Smith.  What was the

     

 13  principal purpose of the West Vancouver Freight Access

     

 14  project?

     

 15     A.   There was a tremendous amount of congestion on

     

 16  the Vancouver Y, which is the area just to the north of

     

 17  the railroad bridge.  You can see it looks like an

     

 18  inverted Y, but all of our cargo -- we only had one

     

 19  entrance and exit from the port, and every time that we

     

 20  were coming across that, we would experience tremendous

     

 21  congestion.

     

 22     Q.   Can you give us some example of that what

     

 23  congestion meant for the port?

     

 24     A.   So when we were trying to bring any rail car out

     

 25  of the Hill Track, that was -- we were restricted, and
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 01  if there was any freight train moving on the mainline,

     

 02  we had to have a 30-minute before window and a 30-minute

     

 03  afterwards window that we could not move anything

     

 04  through the mainline.

     

 05          Once it became a commuter train, both Amtrak

     

 06  moving, then that delay was one hour before and one hour

     

 07  after.  And at that time there were six Amtrak trains

     

 08  moving through, so that was 12 hours of delay that we

     

 09  would experience with just the commuter rail, and

     

 10  certainly about another five or six hours on delays with

     

 11  freight trains moving through.

     

 12     Q.   Did you have experience with those numbers of

     

 13  hours of delay in a day cost you some revenue?

     

 14     A.   Yeah, back in 2004 going into early 2005, we

     

 15  were marketing to an automobile company that wanted to

     

 16  move their cargo operations from a competing port into

     

 17  the Port of Vancouver.  Two out of the three

     

 18  decision-makers said that they were ready to move.  The

     

 19  third one said, let me call the railroad.  So as that

     

 20  person called the railroad, he was told that we could

     

 21  expect 24 hours delay for every rail car that went

     

 22  through the Port of Vancouver.  After that, we were told

     

 23  we could not have that contract.  So after we were mad

     

 24  at the railroad and we started to then look in a mirror

     

 25  and ask if he was correct, we basically agreed with them
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 01  that probably within a two-year period that he would be

     

 02  correct, that we would have that kind of delay, and

     

 03  therefore we had to come up with a strategic plan as to

     

 04  how to create a new entrance into the port and be able

     

 05  to create the capacity and efficiencies that we needed

     

 06  to attract larger-scale tenants.

     

 07     Q.   You mentioned the Y and the Hill Track.  Could

     

 08  you just briefly point at that on the big poster behind

     

 09  you with the stick?

     

 10     A.   So this is -- the Vancouver Y is this area here

     

 11  where you transition from the southbound mainline going

     

 12  east towards Chicago and then the area going directly

     

 13  south here.  And then this is a crossover, say you're

     

 14  coming from Chicago and you can then come down south.

     

 15  This is the Vancouver Y that is here.

     

 16          The Hill Track is the port's own Hill Track that

     

 17  is a single track coming in and out of the port.  And

     

 18  when we were doing unit trains coming out of the grain

     

 19  elevator, when we were building the unit train, the rail

     

 20  would actually cross to here as we are then building the

     

 21  unit train to go back out to the Midwest.  That would

     

 22  then block all traffic north-south and all of the

     

 23  traffic going east.  That is why we truly understood

     

 24  then that this was not going to be acceptable going

     

 25  forward.

�0265

                           BARTZ / SMITH

     

     

     

 01     Q.   Thank you, Alastair.  You can sit down.  You

     

 02  mentioned the word unit train.  I think a lot of people

     

 03  here know what that is, but what is a unit train?

     

 04     A.   A unit train is basically a single train that

     

 05  goes from a single origin to a single destination

     

 06  without breaking up and is generally in the 100- to

     

 07  120-rail-car configuration.

     

 08     Q.   And it's used for bulk cargoes, primarily?

     

 09     A.   Correct, liquid or dry.

     

 10     Q.   How did the West Vancouver Freight Access

     

 11  project change the port's entrance, rail entrance?

     

 12     A.   We -- this became a complicated project, because

     

 13  how do you create a complete new entrance into a port?

     

 14  When we looked at it going west and north, there wasn't

     

 15  really any way to do that.  So we had to do it through a

     

 16  very confined corridor at the east end of our facility.

     

 17  So we had to take what we called -- Schedule 1 was,

     

 18  first of all, taking a spur from the BNSF mainline and

     

 19  bringing that down through the area that was owned by

     

 20  Boise Cascade, which is close to our Terminal 1

     

 21  facility, and I could point that out if you wish.

     

 22     Q.   Please.

     

 23     A.   So this area here, this is the Fallbridge

     

 24  subdivision which is the mainline for BNSF going to

     

 25  Chicago.  We took a look at this, that this may be the
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 01  way to do this is to take a lead off of the sub line,

     

 02  off of the Fallbridge subdivision, bring it down through

     

 03  this industrial area, and then in order to take all of

     

 04  our traffic off of this mainline, we suggested that we

     

 05  take it underneath the railroad bridge and then back up

     

 06  through our facility and join our main infrastructure

     

 07  over this way.  That was very complicated because there

     

 08  was very -- there's a lot of different people had

     

 09  interests in this area.  At this time this area was

     

 10  actually owned by Boise Cascade.  They have a paper mill

     

 11  over here.  They wished to sell that.  Graymor

     

 12  Development were interested in buying it.  But there's

     

 13  two different companies here on the west end of this

     

 14  property.  There's the Lafarge cement and there is

     

 15  Albina Fuels.  In order to serve both of those

     

 16  properties, there was actually a line that came -- a

     

 17  siding, a rail siding that came right through this

     

 18  property.  And the railroad would actually feed them in

     

 19  here and then come back this way.  This made this

     

 20  property less valuable with having a rail spur right

     

 21  down through the middle of the property.  So the port,

     

 22  the City, Graymor, Boise Cascade --

     

 23              JUDGE NOBLE:  Mr. Smith, I think there's an

     

 24  objection.

     

 25              MS. BRIMMER:  Well, it's just that with
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 01  Mr. Smith standing with his back to us, we can't see

     

 02  anything he's pointing to on this map at all.  Could he

     

 03  swing around on the other side?  That would be great.

     

 04              JUDGE NOBLE:  As long as the council can see

     

 05  him.  Thank you for that.  I didn't realize.  Should

     

 06  have spoken up earlier.  Do you need him to repeat

     

 07  anything?

     

 08              MS. BRIMMER:  No, that's all right.

     

 09     A.   So this area --

     

 10              JUDGE NOBLE:  Excuse me.  You're also

     

 11  welcome to get out of your seats and come forward.  That

     

 12  wouldn't be a problem.

     

 13              MS. BRIMMER:  Okay.  Thank you.

     

 14     A.   So this is going to be a very important project

     

 15  for the City, for the port, in order to create access

     

 16  down to the waterfront.

     

 17          There was also an opportunity to upgrade some of

     

 18  the rail system going through here.  But in conjunction

     

 19  with that on the north side of the rail berm, BNSF had a

     

 20  rail line that had an aqueduct that had very, very low

     

 21  clearance.  So you could not get emergency vehicles

     

 22  being able to go through from the north side into this

     

 23  area.  So all of that needed to be rebuilt.

     

 24          The idea, then, in conjunction with all of our

     

 25  partners was, if the port was to take their line first
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 01  on the south side of the berm, the railroad berm, and

     

 02  bring it down here, then take some additional spur

     

 03  tracks from our track to feed into both Albina Fuels and

     

 04  into Lafarge, it would remove that rail spur from this

     

 05  area and help to clear that out.

     

 06          We also have the property here that was owned by

     

 07  Red Lion and their parent company iStar.  And that lease

     

 08  was good through the year 2033.

     

 09  BY MR. BARTZ:

     

 10     Q.   Which area are you pointing at, Alastair, on the

     

 11  map?

     

 12     A.   This is at Terminal 1, at the Red Lion itself.

     

 13     Q.   Thank you.

     

 14     A.   So in order to make this work, we had --

     

 15  Columbia Way comes down here, and you had to have access

     

 16  coming into the west side.  So the port eventually

     

 17  agreed to buy out iStar from that lease.  We also worked

     

 18  with the City, because they were wanting to put roadways

     

 19  down through the center here.

     

 20          This building here was Centennial meeting space

     

 21  for the hotel.  We agreed with the City that we could

     

 22  purchase this, knock down the Centennial building and

     

 23  then help to put the roadways in.  There was a time

     

 24  where the -- I think the City got a grant from the State

     

 25  of Washington to put the roadways in, but there was a
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 01  timing issue and there was a budget issue.  So the port

     

 02  actually helped to put the utilities in through here in

     

 03  order to get the project started, and the City repaid

     

 04  us.  It was about $800,000 the port invested to do that.

     

 05          There was a lot of partnerships going on in

     

 06  order to make this whole thing work.  So we had a

     

 07  memorandum of understanding with the City in order to

     

 08  create this Schedule 1, which in turn allowed the

     

 09  railroad to bring their line down, and they called it a

     

 10  shoofly, but it's really a detour from the mainline onto

     

 11  our line that we created and then move it down to this

     

 12  area and back onto the mainline.  That allowed them to

     

 13  take this area of the viaduct out of service and to

     

 14  rebuild that with entrances on the north side that would

     

 15  line up with the entrances on our side in order to get

     

 16  through on Esther Street and Grant Street.

     

 17     Q.   Thank you, Alastair.

     

 18     A.   But a memorandum of understanding with the City,

     

 19  though, to leave the bridge section off of Grant Street

     

 20  because it allowed them to do other work and allowed

     

 21  BNSF to do work on the viaduct, and that was for about

     

 22  $250,000, and later they came back -- and when we did

     

 23  that, the City paid us back for that.

     

 24     Q.   Thank you, Alastair.  We've got exhibit -- Port

     

 25  Exhibit 1014.
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 01              MR. BARTZ:  Could we see that, please.  I'm

     

 02  sorry, 1015.  1015.

     

 03              JUDGE NOBLE:  Could I ask in the interim

     

 04  here about Mr. Smith's testimony?  It's five minutes to

     

 05  2, and I promised the court reporter a break at 2:00.

     

 06  So is Mr. Smith's testimony almost completed or --

     

 07              MR. BARTZ:  Almost completed.  I probably

     

 08  won't make 2:00, but I'll make 2:05, and you do what you

     

 09  want.

     

 10              JUDGE NOBLE:  2:05 is good.

     

 11              MR. BARTZ:  Sold.  Thank you.

     

 12  BY MR. BARTZ:

     

 13     Q.   Mr. Smith, what's this a picture of?

     

 14     A.   That is a picture of the BNSF viaduct from the

     

 15  south side looking north.  You can see it is very low.

     

 16     Q.   So this is an old condition.  This doesn't exist

     

 17  anymore, correct?

     

 18     A.   That is correct.

     

 19     Q.   There's now water -- or underpasses for Grant

     

 20  and Esther Street that can allow full-size traffic and

     

 21  people to go from the north side of the rail to the

     

 22  waterfront?

     

 23     A.   That is correct.

     

 24     Q.   How is the new port entrance working?

     

 25     A.   It's actually working extremely well.  We have
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 01  taken most of the congestion off of the Vancouver Y.  It

     

 02  has allowed us to increase our capacity from where it

     

 03  was at 55,000 rail cars per year and it now gives us the

     

 04  ability to reach as much as 400,000 rail cars.  It has

     

 05  given us much more efficiency by the BNSF bringing

     

 06  trains directly into the port.  Rather than crossing the

     

 07  Y and rather than sitting idling with their rail cars,

     

 08  they just bring them straight into the port.

     

 09          It also gives us efficiencies that -- it has

     

 10  been told to us that it could be as much as 40 percent

     

 11  not just for coming into the port but for the whole

     

 12  northwest rail system, because by doing the shoofly line

     

 13  and doing the port's structure, it allowed also the

     

 14  Department of Transportation to build their bypass on

     

 15  the east side of the Vancouver yard and make everything

     

 16  more efficient going through that Vancouver Y area.

     

 17     Q.   Thank you, Mr. Smith.  So let's direct ourselves

     

 18  to the Vancouver Energy Distribution Terminal, the

     

 19  Vancouver Energy project.  Can you briefly describe for

     

 20  us the work the port went through before the Vancouver

     

 21  Energy project was even a subject of a proposal?

     

 22     A.   So in -- as I mentioned, we actually ended up

     

 23  purchasing the Terminal 5 property back from ALCOA, from

     

 24  ALCOA.  And that allowed us to build unit train

     

 25  capabilities at Terminal 5.
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 01          Once we had that, we started to get a lot of

     

 02  interest from other parties.  We then started to do some

     

 03  market research into what other opportunities could we

     

 04  attract into that area.  And so we had -- one of our

     

 05  sales directors actually was quite often going to North

     

 06  Dakota.  They had been dealing quite a bit with the

     

 07  Department of Commerce in North Dakota.  We were also

     

 08  dealing with the marketing groups at BNSF rail, and we

     

 09  started to understand the boom that was going on in the

     

 10  energy market in the Midwest.

     

 11          We started to do some research in North Dakota

     

 12  as well, and we found out that the opportunity was going

     

 13  to be a good opportunity and a long-term opportunity.

     

 14  So we sent out a statement of interest for our

     

 15  Terminal 5 property indicating that we had rail

     

 16  infrastructure in place, we had a berth that was

     

 17  available and we had land acreage to be able to place a

     

 18  storage facility, and we had four respondents who

     

 19  responded to that.

     

 20     Q.   And Vancouver Energy was the one you selected?

     

 21     A.   That is correct.

     

 22     Q.   Is that a flip of the coin, or could you briefly

     

 23  tell us what that process was?

     

 24     A.   Well, we have a very integrated decision-making

     

 25  process at the port.  So every department has access to
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 01  that project, and it was a unanimous decision across all

     

 02  departments from our public affairs group, our

     

 03  environmental group, our facilities group, marketing

     

 04  group, as well as our financial group.

     

 05     Q.   And very briefly, could you point at the

     

 06  photograph behind you in a way that allows everybody to

     

 07  see, if they can -- just point to the three areas where

     

 08  the Vancouver Energy facility will find itself at the

     

 09  Port of Vancouver.

     

 10     A.   Part of the challenge was how do you put

     

 11  40 acres' worth of space into an already-established

     

 12  port.  The berth that we were offering in the statement

     

 13  of interest was Berth 13 and 14.  That has been an

     

 14  underutilized facility for many years.

     

 15          We also had areas within our industrial area,

     

 16  about 20 acres in parcel 1E.  So the idea was that we

     

 17  could actually -- we had an unloading management

     

 18  facility in the north side of the rail corridor, take it

     

 19  by pipeline to a storage facility at parcel 1E, then

     

 20  back by pipeline down this area here and to the dock.

     

 21  So we actually managed to -- I call it shoehorning --

     

 22  shoehorning in 40 acres into our facilities without

     

 23  affecting any of the other operations or contracts that

     

 24  we had in place at the time.

     

 25     Q.   Thank you.  You can sit down.  So you're saying
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 01  putting the Vancouver Energy project at the Port of

     

 02  Vancouver doesn't conflict with any of your other

     

 03  tenants?

     

 04     A.   That is correct.  At the time that we made that

     

 05  offering, we had an ongoing negotiation with BHP

     

 06  Billiton to place 10 million ton per year export

     

 07  facility on the south end of our Terminal 5 operation.

     

 08          In the north end of our Terminal 5 operation is

     

 09  our laydown area for all of our wind energy and that is

     

 10  where we load that to rail.  So most of that property

     

 11  was already under negotiation or under contract.

     

 12     Q.   In simple terms, how does the port make money on

     

 13  the Vancouver Energy Distribution Terminal?

     

 14     A.   There's about 42 acres that they're operating

     

 15  in, and we will collect a land lease at market value for

     

 16  that.  We also would collect dockage for every vessel

     

 17  that comes alongside the loading dock.  So that is

     

 18  really just a parking fee for the vessel.

     

 19          And then for every barrel of oil that goes

     

 20  across our dock, we are paid a wharfage and service

     

 21  facility fee.  We are also collecting rail access fees

     

 22  at $25 per rail car and we're collecting rail

     

 23  maintenance fees as well.

     

 24     Q.   And what's your estimate at the port for the

     

 25  value or the -- what you would be paid for a year of
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 01  operation at the 360,000 barrels per day?

     

 02     A.   It would be approximately $60 million.

     

 03     Q.   And what would the port do with the revenues

     

 04  created from that?

     

 05     A.   That gets reinvested right back into the port,

     

 06  the infrastructure and the community, hopefully to

     

 07  create other jobs and more economic benefit.

     

 08     Q.   Are there projects briefly that you could

     

 09  describe that are already on the drawing board, so to

     

 10  speak, that that revenue would go towards?

     

 11     A.   Yes, there's three.  We have some in the short

     

 12  term, which is our waterfront development down at

     

 13  Terminal 1.  We are in a negotiation stage with a

     

 14  hotelier to put an AC Marriott hotel in that area.

     

 15  We're also dealing with a local developer to put a

     

 16  mixed-use facility there with office space and

     

 17  residential.  The port is also studying whether to put

     

 18  their headquarters down into the waterfront, and we have

     

 19  signed a lease with a restauranteur that actually hopes

     

 20  to start business next week.

     

 21     Q.   And in these negotiations, have you gotten any

     

 22  pushback because of the Vancouver Energy Distribution

     

 23  Terminal?

     

 24     A.   No, we have not.

     

 25     Q.   I would like you briefly to look at
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 01  Exhibit 1021, please -- 1022.  I'm sorry.  Is this the

     

 02  port's master plan for the waterfront development you've

     

 03  just described?

     

 04     A.   That is the master plan that we have today.  We

     

 05  are actually in the process -- now that we have people

     

 06  we are negotiating with, we are taking input from them

     

 07  and that may change a little bit.  But it is going to be

     

 08  mixed use with hotels, with restaurants and with office

     

 09  space.

     

 10     Q.   Lastly, Mr. Smith --

     

 11              MR. BARTZ:  We're right there, Judge.

     

 12              Exhibit 1017, please.

     

 13  BY MR. BARTZ:

     

 14     Q.   Would you look those over, please, Mr. Smith.

     

 15  Please identify those for us.

     

 16     A.   These are the navigation charts for the Columbia

     

 17  River.

     

 18     Q.   From where to where?

     

 19     A.   From Astoria all the way up to Vancouver,

     

 20  Washington.

     

 21     Q.   On the various pages, there's a -- is that what

     

 22  I see as the Vancouver -- the Columbia River shipping

     

 23  channel?

     

 24     A.   That's correct.

     

 25     Q.   Does that channel go all the way from the mouth
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 01  up to the Port of Vancouver?

     

 02     A.   Yes, it does.

     

 03     Q.   Which agency is responsible for the conduct of

     

 04  maritime cargo ships on that Columbia River channel?

     

 05     A.   US Coast Guard.

     

 06     Q.   Do they -- are they responsible for speed?

     

 07     A.   Yes, they are.

     

 08     Q.   Are they responsible for when and how ships

     

 09  travel on that channel?

     

 10     A.   Yes, they are.

     

 11     Q.   Based on your experience as a mariner and --

     

 12  you've called them the Columbia River, correct?

     

 13     A.   Yes, I did.

     

 14     Q.   Based on your experience as a mariner and

     

 15  someone who had been involved in the commercial marine

     

 16  cargo business for some 30-plus years, if the State of

     

 17  Washington was to prescribe time of use for the channel

     

 18  or for the speed, would that have an impact on

     

 19  international commerce?

     

 20     A.   Yes, I think so.

     

 21     Q.   What would be the impact?

     

 22     A.   It would be confusion.  In operating vessels,

     

 23  you really like to have one regulating authority.  You

     

 24  don't want to be calling 20 different states with 20

     

 25  different regulations.  You would like it to be uniform,
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 01  and hopefully that would come from the US Coast Guard.

     

 02     Q.   Thank you.

     

 03              MR. BARTZ:  No further questions, Your

     

 04  Honor.

     

 05              JUDGE NOBLE:  Thank you.  All right.  This

     

 06  is a good time to take a ten-minute break until 2:15.

     

 07  We'll be off the record until then.  Once we come back,

     

 08  we'll be doing council questions.  Thank you.  We are

     

 09  off the record.

     

 10              (Recess taken from 2:06 p.m. to 2:21 p.m.)

     

 11              JUDGE NOBLE:  All right.  We are back on the

     

 12  record and this is the time for council questions.  Are

     

 13  there any questions of Mr. Smith?

     

 14              There are no council questions of Mr. Smith.

     

 15  All right.

     

 16              It's time for cross-examination, then.

     

 17              MS. BRIMMER:  Janette Brimmer with

     

 18  Earthjustice and I represent CRK-related parties.

     

 19                      CROSS-EXAMINATION

     

 20  BY MS. BRIMMER:

     

 21     Q.   Mr. Smith, I'm going to ask you just a few

     

 22  questions, mostly about the map.  So if you could step

     

 23  up to the map, I think this is 1012.

     

 24          Mr. Smith, could you please point out where the

     

 25  Fruit Valley neighborhood is in that map.
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 01     A.   It's right there.

     

 02     Q.   And could you also trace for us with the pointer

     

 03  the areas where there are -- there's rail either

     

 04  adjacent to or near the development?

     

 05     A.   This is the -- this is the closest that it

     

 06  comes.  We now come down through this way and go out on

     

 07  our rail entrance.

     

 08     Q.   Okay.  And then there are also the rail tracks,

     

 09  it looks like, on the northeast side of the

     

 10  neighborhood?

     

 11     A.   This is BNSF lines, mainline, and the Vancouver

     

 12  yard.

     

 13     Q.   And then I think you also testified about the

     

 14  new access points that the port has been -- the port has

     

 15  been building, particularly the one that goes underneath

     

 16  the bridge over the river?

     

 17     A.   That's correct.

     

 18     Q.   And that's right next to the river when it goes

     

 19  underneath that bridge?

     

 20     A.   It goes -- it's actually in the river, suspended

     

 21  above the river on pines and it goes underneath the

     

 22  bridge and then back up into the infrastructure here.

     

 23     Q.   And so the unit trains are coming in on that,

     

 24  suspended in the river area and then traveling on to

     

 25  other parts of the port?
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 01     A.   That's correct.

     

 02              MS. BRIMMER:  I have nothing further.  Thank

     

 03  you.

     

 04              JUDGE NOBLE:  Thank you.

     

 05                      CROSS-EXAMINATION

     

 06  BY MS. LARSON:

     

 07     Q.   I'm Linda Larson.  I'm an attorney for Columbia

     

 08  Waterfront LLC, and I'm also going to ask you some

     

 09  questions about Exhibit 1012.  It might be easier for

     

 10  you just to go back up there.  Could you point out for

     

 11  me the former Louisiana -- or Boise Cascade property.

     

 12     A.   It's right here.

     

 13     Q.   When you referred to that property, you were

     

 14  actually referring to a property that is currently owned

     

 15  by my client, Columbia Waterfront LLC; is that correct?

     

 16     A.   Yes.

     

 17     Q.   And that is the property that is now being

     

 18  redeveloped by Columbia Waterfront LLC; is that correct?

     

 19     A.   That's correct.

     

 20     Q.   Okay.  Could you also point out to me that east

     

 21  entrance to the port property where your rail line meets

     

 22  up with the Burlington Northern mainline.

     

 23     A.   This is the Burlington Northern mainline here.

     

 24  Our spur stops right about this point.

     

 25     Q.   Right.  And that spur goes along the northwest
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 01  edge of the Columbia Waterfront property; is that

     

 02  correct?

     

 03     A.   That's correct.

     

 04              MS. LARSON:  I have no further questions.

     

 05              JUDGE NOBLE:  Is there any other

     

 06  cross-examination of Mr. Smith?

     

 07              MS. REED:  Your Honor, the City of Vancouver

     

 08  has some.

     

 09                     CROSS-EXAMINATION

     

 10  BY MS. REED:

     

 11     Q.   Karen Reed for the City of Vancouver.  This is

     

 12  getting repetitive, but I'm going to ask you to go back

     

 13  up.  I have some additional questions about the map.

     

 14  And specifically my questions are with respect to how a

     

 15  unit train would route through the facility and then

     

 16  leave from the facility.  So if you could assume for me

     

 17  that a unit train is coming from the east headed west

     

 18  among the BNSF mainline and could you show where it

     

 19  would get off and go into the port, and then if you

     

 20  could assume for me that that train was going to unload

     

 21  and then head north, and show me how it would -- where

     

 22  it would go in order to switch to head north.

     

 23     A.   I can answer most of that.  The last part I can

     

 24  give you two different options, but I think that's

     

 25  better answered by BNSF, but I will give it my best try.
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 01     Q.   Okay.

     

 02     A.   So as the train goes down from along the

     

 03  Fallbridge subdivision, it transfers over onto our rail

     

 04  track right about here.

     

 05     Q.   And that would be just west of the railroad

     

 06  bridge?

     

 07     A.   Jest west of I-5 and east of the railroad

     

 08  bridge.

     

 09     Q.   Okay.

     

 10     A.   So just north of the Terminal 1 property that

     

 11  the port owns.

     

 12     Q.   Okay.  Thank you.

     

 13     A.   And at that point there is a crossover to where

     

 14  it would switch over onto the port's rail.  And at that

     

 15  point is where the trains would actually be slowed down

     

 16  to ten miles an hour.  So anything -- any rail coming in

     

 17  and out of the port must only go a maximum speed of

     

 18  ten miles per hour.

     

 19     Q.   Okay.

     

 20     A.   At that point also, the port has done a study

     

 21  with TÜV Rheinland to figure out how is the best way to

     

 22  make safety more secure as it transitions from

     

 23  Burlington Northern into our railroad.  They gave us a

     

 24  few options.  One of the suggestions was that we put a

     

 25  high guardrail right at this point.  A high guardrail is
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 01  something that stops derailments and especially at that

     

 02  speed.  So a high guardrail -- if you can imagine the

     

 03  two rail tracks side by side, inside those two rail

     

 04  tracks, there is another set of tracks that are spaced

     

 05  maybe about ten inches to 12 inches on the inside.  If a

     

 06  rail car at that point would want to derail, it is then

     

 07  held up by the high guardrails and it would just sit

     

 08  upright.  It would not overturn, especially at that

     

 09  speed.

     

 10          Coming further along here -- and that high

     

 11  guardrail is all the way through the trench.  This is

     

 12  what we call the trench is when it comes down and goes

     

 13  underneath the river and through the trench and up on

     

 14  the other side.  So that high guardrail is in position

     

 15  all the way through this area.  And ten miles an hour is

     

 16  the maximum speed anywhere inside the port facility.

     

 17              JUDGE NOBLE:  Ms. Reed, we need to interrupt

     

 18  you because Mr. Stohr has a question.

     

 19              MS. REED:  Certainly.

     

 20              MR. STOHR:  Mr. Smith, could you show me the

     

 21  location of the jail and the proximity to the pipelines

     

 22  and storage facilities.

     

 23              THE WITNESS:  The Jail Work Center is right

     

 24  here in the middle of the industrial area, and the

     

 25  offloading facility for Vancouver Energy is in the rail
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 01  corridor to the north of Terminal 5.  There would be a

     

 02  pipeline coming from that unloading facility, along the

     

 03  rail corridor and into this area which is being called

     

 04  parcel 1E where the storage tanks would be.  Then there

     

 05  would also be a pipeline coming from that storage tank

     

 06  down this area and into the area of Berth 13 and 14.

     

 07              MR. STOHR:  Thank you.

     

 08              MR. BARTZ:  Excuse me.  If I might, just for

     

 09  the record.

     

 10              Alastair, what's the name of the road or the

     

 11  street that you just -- when you -- the pipeline comes

     

 12  down from the storage tanks to the dock, what's the name

     

 13  of that?

     

 14              THE WITNESS:  Well, I almost said it but

     

 15  we've taken it up.  It used to be called Gateway Avenue,

     

 16  but it is no longer.

     

 17              MR. BARTZ:  Fine.  We can find it.  Thank

     

 18  you.

     

 19              THE WITNESS:  So once the rail comes through

     

 20  the trench, it comes back out into the south peak, as we

     

 21  call it, and it comes all the way through the rail yard

     

 22  here.  And there will be a little bit of rail

     

 23  configuration going on next year in this area, but it

     

 24  will come in on the south end, it will go clockwise

     

 25  around here, and right at this point is when the BNSF
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 01  will leave that train.  You then will have Vancouver

     

 02  Energy personnel, Savage most probably, pick up the

     

 03  train here and progress it through the unloading

     

 04  facility.

     

 05              So the unloading facility will have

     

 06  30 manifolds, meaning they can unload 30 rail cars at

     

 07  one time.  And with 120 rail cars, they would progress

     

 08  it through there four times in order to unload all of

     

 09  the rail cars.

     

 10              Then Vancouver Energy Savage would place it

     

 11  in an outgoing track that is in this area here.  There

     

 12  would be an empty track that would be designated for

     

 13  Vancouver Energy traffic.  They would then call BNSF and

     

 14  say, this train is clear to go, and then BNSF would be

     

 15  the one who would take that from the storage tracks back

     

 16  into the mainline system.

     

 17              So your last point of the question is how it

     

 18  would get back to North Dakota.  So there's ways of

     

 19  doing it, that it could go -- there's no way that you

     

 20  can just turn and go north.  There's no rail access to

     

 21  do that.  So the few choices would be that they could

     

 22  just go directly back east and go up into the Pasco area

     

 23  and from there it could join on to the lines going on

     

 24  the northern corridor into North Dakota, or they could

     

 25  take it along this line here, then they could back up
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 01  the empty rail cars and then take them up north and go

     

 02  over Stampede Pass.

     

 03  BY MS. REED:

     

 04     Q.   Thank you.  That answers my question.  And could

     

 05  you please point out where the Clark Public Utility

     

 06  Natural Gas Generation facility is located?

     

 07     A.   That is right here.

     

 08     Q.   And that's next to the proposed Tesoro facility

     

 09  and the Jail Work Center?

     

 10     A.   That is correct.  The Jail Work Center is here

     

 11  and so unloading the manifolds will be here in the --

     

 12     Q.   So the natural gas facility is directly north?

     

 13     A.   That is correct.

     

 14              MS. REED:  Okay.  Thank you.  I don't have

     

 15  anything further.

     

 16              JUDGE NOBLE:  Thank you.  Is there any other

     

 17  cross-examination of Mr. Smith?

     

 18              There being none, it's time for redirect.

     

 19              MR. BARTZ:  Brief redirect.

     

 20                    REDIRECT EXAMINATION

     

 21  BY MR. BARTZ:

     

 22     Q.   Mr. Smith, I'll join my colleagues and ask you

     

 23  to go back to the photograph.

     

 24          Before the port got a new entrance, where again

     

 25  was that Hill Track entrance?
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 01     A.   This is a single track that comes right down

     

 02  through this area here.

     

 03     Q.   Okay.  Thank you.  And a few minutes ago when

     

 04  you were talking to the City's lawyers question and you

     

 05  were pointing the empty cars out that they were going to

     

 06  be leaving, what approximate terminal or area is that so

     

 07  if -- I can't see you on the record, point.  So where

     

 08  would I go find that when I read this in a month?

     

 09     A.   So this is Fort Vancouver over here.

     

 10     Q.   I'm going to stop you, Alastair.  You're way

     

 11  off.  So over here the train is finished unloading at

     

 12  Vancouver Energy's facility and it's come out to that

     

 13  area.  What is that area called that you're pointing out

     

 14  right now?  Or how would I find that again on a map?

     

 15     A.   That is in the port's rail infrastructure.  So

     

 16  they're designated tracks within that, and we can get a

     

 17  rail map for you, if you'd like, because there's

     

 18  designated tracks with track numbers that are allocated

     

 19  to Vancouver Energy.

     

 20     Q.   But it's up above Terminals 3 and 4.  Is that a

     

 21  way to look at it?

     

 22     A.   Yeah.  So this train will be close to 7,000 feet

     

 23  long.  So it will stretch quite a bit along the whole

     

 24  northern side.

     

 25     Q.   And then -- thank you.  You can sit down.  Last
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 01  question, just to help with the record.  I think you

     

 02  said the rail -- the train goes underneath the river,

     

 03  and I think what you meant to say, it goes underneath

     

 04  the railroad bridge at the river?

     

 05     A.   Yes, I id.  Thank you.

     

 06              MR. BARTZ:  No further questions.

     

 07              JUDGE NOBLE:  Thank you.  Are there any

     

 08  council questions?

     

 09              Mr. Siemann.

     

 10              MR. SIEMANN:  You mentioned that there are

     

 11  some other tanks that store federal material.  How many

     

 12  are there?

     

 13              THE WITNESS:  I'm not 100 percent sure.

     

 14  It's off of port property, but I think it's in the three

     

 15  to four range.

     

 16              MR. SIEMANN:  Those are not on port

     

 17  property?

     

 18              THE WITNESS:  No, they're not.

     

 19              MR. SIEMANN:  I see.  And you also

     

 20  mentioned -- I thought they were on port property

     

 21  because you mentioned that your safety record was

     

 22  excellent for the piping of that material.  Did I

     

 23  misunderstand something there?

     

 24              THE WITNESS:  So I talked about two or three

     

 25  different companies at that same time.  We talked about
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 01  Tesoro, we talked about the jet fuel, which actually

     

 02  comes in under a NuStar contract, there's a pipeline

     

 03  that NuStar has that goes all the way up on to Fruit

     

 04  Valley Road.  So it's about a mile north of the port

     

 05  itself, and they have a tank farm there that is not part

     

 06  of the port complex.

     

 07              MR. SIEMANN:  I see.  So there are no other

     

 08  tanks on port property that are storing any flammable

     

 09  liquids?

     

 10              THE WITNESS:  There are ones with Tesoro

     

 11  that are on port property.

     

 12              MR. SIEMANN:  I see.  But you don't know how

     

 13  much that -- what the capacity of those is currently?

     

 14              THE WITNESS:  So on that one I do.  They

     

 15  have about 287,000 barrel capacity.  They handle three

     

 16  different commodities:  gasoline, diesel and biofuels.

     

 17              MR. SIEMANN:  And on those, is that what you

     

 18  referred to when you said that the safety record was

     

 19  excellent?

     

 20              THE WITNESS:  Yes.

     

 21              MR. SIEMANN:  Can you be more specific, over

     

 22  the past, say, 20 years, how many spills or accidents

     

 23  there have occurred with those tanks or pipelines?

     

 24              THE WITNESS:  With the Tesoro ones?

     

 25              MR. SIEMANN:  Yes.
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 01              THE WITNESS:  I don't know of any one -- any

     

 02  spills that were reported from that facility.

     

 03              MR. SIEMANN:  Thank you.

     

 04              JUDGE NOBLE:  Any other council questions?

     

 05              MR. SIEMANN:  Actually, I did have one

     

 06  other.  Sorry, I forgot.

     

 07              You also mentioned this high guardrail

     

 08  technology for the trains.  How long has that been used

     

 09  in the United States?

     

 10              THE WITNESS:  I'm not sure.  I'm not really

     

 11  involved in the rail side of it, but I did read the

     

 12  report from our TÜV Rheinland, which the port hired as a

     

 13  consultant, as to how we would make our thing more

     

 14  safe -- our facility more safe, and they gave quite a

     

 15  few recommendations and the high guardrail was one of

     

 16  them.  And each one of the recommendations they gave we

     

 17  implemented.

     

 18              MR. SIEMANN:  Thank you.

     

 19              JUDGE NOBLE:  Now, are there any questions

     

 20  from other council members?

     

 21              MR. SHAFER:  I have a quick question, just

     

 22  to follow up on Mr. Siemann.

     

 23              With the guardrail, have there been any

     

 24  other incidents anywhere in the country where that

     

 25  guardrail has been tested?
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 01              THE WITNESS:  That's -- I'm afraid I don't

     

 02  know anything about that.

     

 03              MR. BARTZ:  If I may, for the council

     

 04  members, David Bartz for the port, the TÜV Rheinland

     

 05  person is a prefiled testimony expert for the port and

     

 06  you'll hear from that person in approximately a week.

     

 07              JUDGE NOBLE:  Are there any questions based

     

 08  upon the council's questions?

     

 09              MR. BARTZ:  Just one redirect, Your Honor.

     

 10                    REDIRECT EXAMINATION

     

 11  BY MR. BARTZ:

     

 12     Q.   Alastair, could you just point on the map at the

     

 13  Tesoro facility you've talked about that has been

     

 14  getting liquid products for some time.

     

 15     A.   That is this facility here.

     

 16     Q.   Thank you, Alastair.  And lastly, just to some

     

 17  of the questions.  The safety record applies to the jet

     

 18  fuel also?

     

 19     A.   No, that is a different account.  That is

     

 20  handled by NuStar.

     

 21     Q.   I understand.  I didn't ask a very good

     

 22  question.  Have you had any reportable incidents with

     

 23  the jet fuel cargo that you've also handled at the port?

     

 24     A.   Not to my knowledge.

     

 25              MR. BARTZ:  Thank you.  That's all I have.
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 01              JUDGE NOBLE:  Are there any other questions

     

 02  based upon council questions?

     

 03              All right.  Mr. Smith, you are excused as a

     

 04  witness.  Thank you very much for your testimony today.

     

 05              THE WITNESS:  Thank you.

     

 06              JUDGE NOBLE:  Call your next witness.

     

 07              MR. JOHNSON:  Your Honor, the applicant

     

 08  calls Jared Larrabee.

     

 09              Mr. Larrabee, if you could approach the

     

 10  witness stand and remain standing to be sworn, please.

     

 11              JUDGE NOBLE:  Mr. Larrabee, would you raise

     

 12  your right hand.

     

 13              (Witness sworn.)

     

 14              JUDGE NOBLE:  Thank you.  Please be seated.

     

 15              You may proceed.

     

 16                       JARED LARRABEE,

     

 17    having been first duly sworn, testified as follows:

     

 18                     DIRECT EXAMINATION

     

 19  BY MR. JOHNSON:

     

 20     Q.   Mr. Larrabee, for the record, could you please

     

 21  state your full name and go ahead and spell your first

     

 22  and last name.

     

 23     A.   Yes.  My name is Jared Larrabee.  It's J-a-r-e-d

     

 24  L-a-r-r-a-b-e-e.

     

 25     Q.   Thank you.
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 01              MR. JOHNSON:  And, Your Honor, before we

     

 02  proceed, a couple of administrative things.  First of

     

 03  all, we have provided Mr. Larrabee with a laser pointer

     

 04  so that he can use it when referencing exhibits.

     

 05  However, I note that that will be directed above your

     

 06  head and maybe some of the council members, so if you

     

 07  don't want it used, I don't want him to use it.

     

 08              JUDGE NOBLE:  I don't want him to point it

     

 09  at me.

     

 10              MR. JOHNSON:  Okay.  And the other thing is,

     

 11  Your Honor, it relates to exhibits that we'll be using

     

 12  during the course of Mr. Larrabee's testimony.  First of

     

 13  all, the applicant would move to admit joint common

     

 14  exhibit -- or parties common exhibit 01-08233.  That's

     

 15  the entire revised application for a site certificate.

     

 16              JUDGE NOBLE:  That is the latest application

     

 17  that has been filed that was the subject of some recent

     

 18  motion practice?

     

 19              MR. JOHNSON:  That's correct, Your Honor.

     

 20              JUDGE NOBLE:  It's my understanding that

     

 21  that is an agreed exhibit and therefore PCE01-08233 will

     

 22  be admitted.

     

 23              MR. JOHNSON:  Thank you, Your Honor.  And

     

 24  with regard to other exhibits, Mr. Larrabee will be

     

 25  testifying to a number of photographs.  Those
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 01  photographs are primarily at the TSS Exhibit 291 and TSS

     

 02  Exhibit 289.  Now, those exhibits contain more

     

 03  photographs than we intend to have Mr. Larrabee testify

     

 04  to and that we intend to offer into evidence.  I can

     

 05  offer them as we move through or I can -- we can list

     

 06  them now and I can offer them.  I have coordinated with

     

 07  counsel for the other parties and we resolved any

     

 08  objections to those, so they're stipulated to admission.

     

 09  I want -- for efficiency's sake, would like to know how

     

 10  you want to proceed.

     

 11              JUDGE NOBLE:  So TSS 291 and 289 have

     

 12  multiple photographs.  This witness won't be testifying

     

 13  about all of them today, but they are agreed to both of

     

 14  them?

     

 15              MR. JOHNSON:  Yes, Your Honor.

     

 16              JUDGE NOBLE:  I will admit TSS 291 and 289

     

 17  on the basis of that agreement.

     

 18              MR. JOHNSON:  Thank you, Your Honor.

     

 19              JUDGE NOBLE:  I will admit all of the

     

 20  photographs.

     

 21  BY MR. JOHNSON:

     

 22     Q.   All right.  Mr. Larrabee, can you just tell us

     

 23  your current employment status, please.

     

 24     A.   Yeah.  I'm the general manager for Vancouver

     

 25  Energy for Tesoro Savage Petroleum Terminal LLC, which
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 01  is doing business as Vancouver Energy.

     

 02     Q.   Mr. Larrabee, I'm going to ask -- I know this is

     

 03  hard to do and, you know, we've all been hearing it all

     

 04  day, but let's try to slow it down because the court

     

 05  reporter here is trying to tap away.  And so just take

     

 06  your time and that will be helpful to him.

     

 07          Could you just provide a brief -- well, first of

     

 08  all, I should say you didn't provide prefiled testimony

     

 09  in this case, did you?

     

 10     A.   No.

     

 11     Q.   All right.  And you're here as a fact witness to

     

 12  testify; is that right?

     

 13     A.   Yes.

     

 14     Q.   Okay.  Can you give just a brief description of

     

 15  your education to the council, please.

     

 16     A.   Yes.  I have a bachelor of interdisciplinary

     

 17  studies in finance and economics and a master's in

     

 18  public administration with...

     

 19     Q.   Okay.  And can you please just provide a brief

     

 20  description of your work experience as it relates to

     

 21  your current position involving the terminal project?

     

 22     A.   Yes.  With Savage, I've been a business unit

     

 23  leader.  As a business unit leader, I was responsible

     

 24  for our operations in the Pacific Northwest that focused

     

 25  on crude-by-rail and crude-by-rail unloading.
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 01          Prior to that I was also a business director and

     

 02  the business developer with Savage.  Before working with

     

 03  Savage, I worked for Deloitte Consulting, working on

     

 04  strategy and supply chain projects in the energy

     

 05  industry.  I've also worked in the nonprofit sector,

     

 06  finance sector and construction sector.

     

 07     Q.   Okay.  And, again, can you just describe your

     

 08  current position because we want -- I want the council

     

 09  to understand that you're here today to testify

     

 10  regarding the operations of the terminal.

     

 11     A.   Yes.  My current position as general manager for

     

 12  Vancouver Energy is primarily related to ultimately

     

 13  getting the project up and running which would include

     

 14  hiring and operation practices, but also includes

     

 15  responsibility as we go through the permitting process

     

 16  as well.

     

 17     Q.   Okay.  And what are some of your

     

 18  responsibilities in that position?

     

 19     A.   Broadly overseeing all of the work extremes and

     

 20  work that we are doing related to this project.

     

 21     Q.   All right.  I would like to turn your attention

     

 22  to some questions regarding the corporate structure of

     

 23  the applicant.  First of all, what is Vancouver Energy?

     

 24     A.   Vancouver Energy is a joint venture between

     

 25  Tesoro Refining and Marketing Company LLC and Savage
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 01  companies that was established specifically to seek the

     

 02  permits and ultimately build, own and operate the

     

 03  terminal.

     

 04     Q.   Okay.  And is it not the case that the actual

     

 05  entity that has applied for the permit for the terminal

     

 06  is Tesoro Savage Petroleum Terminal LLC?

     

 07     A.   That is correct.

     

 08     Q.   But for short you call that Vancouver Energy; is

     

 09  that right?

     

 10     A.   Yes.  We have a doing business as Vancouver

     

 11  Energy.

     

 12     Q.   And can you describe what Tesoro is, the Tesoro

     

 13  company?

     

 14     A.   Tesoro is a publicly traded refining and

     

 15  marketing company.

     

 16     Q.   Okay.  And how about Savage?

     

 17     A.   Savage is a privately held supply chain and

     

 18  logistics company.

     

 19     Q.   And, again, what's the purpose of the joint

     

 20  venture that is Vancouver Energy?

     

 21     A.   The purpose of the joint venture is to develop a

     

 22  terminal that can deliver crude oil from the

     

 23  mid-continent of the United States to West Coast and for

     

 24  West Coast use in refining and transportation fuels.

     

 25     Q.   And back to Tesoro.  Tesoro is a refiner, is it
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 01  not?

     

 02     A.   Yes.  Tesoro's a refining and marketing company.

     

 03  However, the terminal itself is not proposed to be a

     

 04  refiner at all -- or a refinery at all, but it's

     

 05  proposed just to be a transfer terminal.

     

 06     Q.   And what entity will actually operate the

     

 07  terminal?

     

 08     A.   We would anticipate that Savage would be the

     

 09  primary operator of the rail unloading structure and the

     

 10  tanks, and Tesoro would be the operator of the dock

     

 11  infrastructure and the dock operations.

     

 12     Q.   Okay.

     

 13     A.   To be clear, that is an integrated system.  So

     

 14  not only the assets are integrated but also the

     

 15  operations are integrated.  So there would be a joint

     

 16  working relationship across the entire facility.

     

 17     Q.   I understand.  And we'll be getting to a

     

 18  description of the facility in a few minutes.  Who will

     

 19  have responsibility for the crude that's delivered to

     

 20  the terminal?

     

 21     A.   The customers will have ultimate responsibility

     

 22  for delivery to the terminal and delivery away from the

     

 23  terminal.  When the crude oil is received at the

     

 24  terminal, then the entity, Vancouver Energy and those of

     

 25  us operating the terminal, will have care and custody
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 01  responsibility the entire time that it's at the

     

 02  terminal.

     

 03     Q.   Will Vancouver Energy, or Savage for that

     

 04  matter, own the crude?

     

 05     A.   No.  Neither Vancouver Energy nor Savage will

     

 06  own the crude.  It is anticipated Tesoro will also be a

     

 07  customer of the terminal, and as a customer of the

     

 08  Tesoro terminal, Tesoro would have some ownership of the

     

 09  crude that they transport from the facility.

     

 10     Q.   And there were some questions from a council

     

 11  member I believe earlier today -- by the way, have you

     

 12  been here for the testimony today?

     

 13     A.   Yes.

     

 14     Q.   Okay.  And there's a reference to the use that

     

 15  Tesoro might put to Terminal 2 and what the initial

     

 16  commitment in terms of volume might be.  Do you know

     

 17  what that is?

     

 18     A.   60,000 barrels per day.

     

 19     Q.   I want to introduce -- or have you introduce to

     

 20  the council the facility itself, and maybe one way we

     

 21  could do that would be to essentially follow the oil, if

     

 22  you will.  So if you could describe for the council what

     

 23  will happen once the oil arrives from mid-continent into

     

 24  the greater Vancouver vicinity and then moves into the

     

 25  facility, please.
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 01     A.   Yeah.  This is a little bit what Mr. Smith also

     

 02  referred to, but the crude oil would -- once it arrives

     

 03  on port track, the trains would be traveling at

     

 04  ten miles per hour.  BNSF would be operating those

     

 05  trains.  When they come into the loop track area, that

     

 06  would transition to our operators operating the trains.

     

 07  Our operating requirements are no more than five miles

     

 08  an hour while they're going through the facility.  And

     

 09  the trains would then move through the unloading area

     

 10  and be connected 30 cars at a time, as was described,

     

 11  and unloaded, and then once the train is fully unloaded,

     

 12  it would depart the facility.  The crude oil itself

     

 13  would be loaded -- transitioned over to the pipes -- or

     

 14  the tanks, excuse me, and from the tanks would then be

     

 15  transitioned through pipes over to the dock for vessel

     

 16  loading.

     

 17     Q.   Okay.  Maybe we can take a closer look at that.

     

 18              MR. JOHNSON:  If you could, please, display

     

 19  Exhibit 1, page 214, please.

     

 20  BY MR. JOHNSON:

     

 21     Q.   And while we're waiting for that to come up,

     

 22  Mr. Larrabee, I've heard you describe what's happening

     

 23  there as almost a warehouse operation.  Can you describe

     

 24  what you mean when you describe it that way?

     

 25     A.   Yes.  So a terminal like this is the oil
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 01  industry's equivalent to a warehouse with a cross dock,

     

 02  meaning a facility that moves from one form of

     

 03  transportation to another form of transportation.

     

 04  Throughout, when you look at why warehouses are put in

     

 05  place, it's typically because of the ratability or

     

 06  short-term storage needs when a product is moving from

     

 07  one form of transportation to another or when it's in

     

 08  transit from one place to another.  So that's roughly

     

 09  the equivalent of what it is.

     

 10     Q.   And I need to do a better job identifying

     

 11  exhibits.  It's PCE.  It's a PCE exhibit.  So PCE

     

 12  Exhibit 1.

     

 13              MS. MASTRO:  Page --

     

 14              MR. JOHNSON:  Page 214.

     

 15              JUDGE NOBLE:  Are we talking about the

     

 16  application?

     

 17              MR. JOHNSON:  Yes, it's a page from the

     

 18  application, Your Honor.

     

 19              JUDGE NOBLE:  I think that -- I just worked

     

 20  that out.  I think that it was identified slightly

     

 21  differently than it should be.  It's Exhibit 0001, and

     

 22  its subsequent number after that for the pages is

     

 23  008233-PCE, the 2016 application.

     

 24              MR. JOHNSON:  Yes, Your Honor.  That's the

     

 25  entire page count for the --
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 01              JUDGE NOBLE:  Yes.

     

 02              MR. JOHNSON:  -- for the document.  However,

     

 03  it is now being displayed.

     

 04  BY MR. JOHNSON:

     

 05     Q.   So can you go ahead and walk through the primary

     

 06  areas -- well, first of all, I ask you to describe what

     

 07  this is.

     

 08     A.   This is a rendering or drawing of what the

     

 09  facility would look like over by the -- it's an

     

 10  engineering drawing over by the loop traffic area,

     

 11  Terminal 5.

     

 12     Q.   Okay.  And there's some shaded areas there.  If

     

 13  you could, using the laser pointer and, again, ensuring

     

 14  that you direct it solely at the exhibit and not at a

     

 15  council member or the judge, could you point out the

     

 16  areas that are highlighted there and describe what they

     

 17  are, please.

     

 18     A.   Yes.  Right here is area 200 in the top of the

     

 19  rail track.

     

 20     Q.   I'm going to stop you for a minute because I may

     

 21  need to do a little describing for the benefit of the

     

 22  record as we do this.  And what would make that easier

     

 23  would be if you could -- as you're describing it, note

     

 24  that, you know, the exhibit is marked with that area

     

 25  which is hard to see, but, in fact, it is marked.  So
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 01  you're pointing to area 200, for instance.  Okay?

     

 02     A.   Yeah.  I'm pointing to area 200 here, which is

     

 03  the rail car unloading area.  It is also where our

     

 04  office facilities would be.  It is over the loop track

     

 05  and it's where the trains will initially arrive and be

     

 06  connected.

     

 07          Over here is area 300, which is where the crude

     

 08  oil will be delivered from the pipes to the tanks.  This

     

 09  is also what Alastair referred to as parcel 1A.

     

 10          Down here is the dock area.  The dock area is

     

 11  area 400.  And that is the existing docks that Alastair

     

 12  referred to as well.

     

 13          Area 500 is the piping that connects all of the

     

 14  facility together.

     

 15          And area 600 is over to the left of the -- of

     

 16  area 200, and that's where the boiler buildings would be

     

 17  located.

     

 18     Q.   And just to put this in context, the loop track

     

 19  is shown there; is that correct?

     

 20     A.   Yes.  The loop track here is Terminal 5 and is

     

 21  the existing loop track that the port has put in.

     

 22     Q.   And just for context, can you tell us the

     

 23  approximate distance of the loop track from the I-5

     

 24  bridge where the Port of Vancouver rail track begins?

     

 25     A.   So the dock right here from -- distancewise to
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 01  the rail bridge is approximately two miles, and to the

     

 02  I-5 bridge is approximately 2.75 miles.

     

 03     Q.   And approximately how far are the tanks that you

     

 04  referred to earlier from the river?

     

 05     A.   From the closest berm on the tanks to the river

     

 06  bank, the highest river bank, is approximately a third

     

 07  of a mile.  That is actually similar -- it's just a

     

 08  little bit closer for the rail unloading facility at

     

 09  area 200.  The closest track in that unloading area to

     

 10  the river is approximately a third of a mile.

     

 11     Q.   Okay.

     

 12              MR. JOHNSON:  And could we have the same

     

 13  exhibit that's PCE 1, page 685, please, 0685.

     

 14  BY MR. JOHNSON:

     

 15     Q.   And while she's bringing that up, I just wanted

     

 16  to ask you a few questions about the type of crude oil

     

 17  that will be handled at the facility.  What specific

     

 18  type of crude is the terminal designed to handle?

     

 19     A.   The terminal is designed to handle

     

 20  pipeline-quality crude oil with an API gravity range of

     

 21  15 to 45.

     

 22     Q.   Okay.  First of all, what's API?

     

 23     A.   So API is the American Petroleum Institute.

     

 24  It's an industry body that sets standards for how the

     

 25  industry operates.
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 01     Q.   Okay.  And what's a range of 15 to 45?  What do

     

 02  those numbers mean?

     

 03     A.   So API gravity is a way to designate various

     

 04  crudes.  It's a measure of the density of the crude oil

     

 05  as compared to water.  A higher API gravity is a lighter

     

 06  crude oil and the lower API gravity is a heavier crude

     

 07  oil.

     

 08     Q.   Okay.  So an API of 45 would be a lighter crude?

     

 09     A.   Yes.

     

 10     Q.   And 15 conversely would be a heavier crude?

     

 11     A.   A heavier.

     

 12     Q.   All right.  Let's look back at this exhibit, if

     

 13  you could just describe what that exhibit shows.

     

 14     A.   Okay.  So this is also a rendering more to what

     

 15  the facility would look like.  The long building here is

     

 16  the -- it's actually a covering there is what -- where

     

 17  the rail car unloading would occur.

     

 18     Q.   Okay.  And, again, this shows, looks like, some

     

 19  type of a building there, aluminum support building.  It

     

 20  shows some tanks over in an area marked storage 300.

     

 21  Now, those structures aren't presently there; is that

     

 22  correct?

     

 23     A.   That is correct.  These structures are not here.

     

 24  This is a rendering of what the facility would look like

     

 25  assuming it was built.
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 01     Q.   Okay.  Please continue.

     

 02     A.   So area 200 that we referred to in the

     

 03  engineering drawing is represented here.  Our operating

     

 04  facilities would be out here in this area, meaning the

     

 05  office -- where all the office area would be located.

     

 06          Area 300 over here is where the tanks are.

     

 07          Area 400 is the marine facilities over here to

     

 08  the right over by the river.

     

 09          And then as referenced, the boiler building is

     

 10  area 600 down here to the site.  And as mentioned, the

     

 11  dock area from this dock area to the I-5 bridge is about

     

 12  2.75 miles.

     

 13     Q.   Okay.  So back to some questions about the types

     

 14  of crude you were describing.  You discussed an API

     

 15  gravity range of crude of 15 to 45.  Do you expect more

     

 16  or less of any particular type of crude within that

     

 17  range to be processed through the terminal?

     

 18     A.   The facility is designed to handle more of the

     

 19  lighter crude oils, which is equivalent to the Bakken

     

 20  crude oils.

     

 21     Q.   All right.  And why is there a limitation on the

     

 22  range of 15 to 45?  Presumably there are numbers that

     

 23  are outside that range?

     

 24     A.   Yes.  So there's a number of reasons that we

     

 25  would have a limiting factor on the range.  We would
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 01  design the facility to a certain standard, and those

     

 02  facility designs and everything that's built around that

     

 03  is related to the design -- excuse me, to that range

     

 04  that we have proposed.  Once we have done that, we would

     

 05  also have contractual obligations that we would require

     

 06  our customers to meet that range.  There's a number of

     

 07  reasons why you would do that.  One of those primary

     

 08  reasons is commercially, the protection of the product

     

 09  that the customers own and making sure that what they

     

 10  purchased and what they receive remains the same, and so

     

 11  you try to stick within that range.

     

 12     Q.   Okay.

     

 13     A.   And you require your customers to meet that

     

 14  range in order to stick within that range.

     

 15     Q.   And that will help you protect the facility

     

 16  assets that have been designed to handle that?

     

 17     A.   That's right.  That's right.  So it protects

     

 18  kind of commercially the customers.  It also protects

     

 19  the assets that we have designed and built as well.

     

 20     Q.   Okay.  Let's move to capacity.  So we've

     

 21  discussed the general layout, we've discussed the type

     

 22  of crude.  Now, how about the capacity of crude?  What

     

 23  is the terminal's capacity?

     

 24     A.   The facility is designed -- well, so, first of

     

 25  all, we discussed the capacity as far as a maximum daily
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 01  average.  The reason that we've done that is, as a

     

 02  supply chain and logistics, we understand that there's

     

 03  variability and not pure ratability of both inbound or

     

 04  outbound shipments.  So the facility's capacity is a

     

 05  maximum daily average of four unit trains per day, which

     

 06  equates also to 360,000 barrels a day.  That is four

     

 07  unit trains multiplied by 120 cars multiplied by 750

     

 08  barrels per car.  Now, each train may vary slightly or

     

 09  each rail car may vary slightly.  So that was a very

     

 10  conservative way to look at that.

     

 11          The 360,000 barrels a day also refers to

     

 12  throughput, not just inbound or not just outbound

     

 13  capacity, which means we're also looking at the vessels

     

 14  when we look at the facility capacity.  So we're looking

     

 15  at both inbound, outbound, as well as what we can have

     

 16  at the facility itself.

     

 17     Q.   So you describe -- you described a maximum daily

     

 18  average as expressed in terms of number of trains in a

     

 19  day.  Does this mean that you will never have more than

     

 20  four trains a day at the terminal in any 24-hour period?

     

 21     A.   It does not mean that.  Again, one of the things

     

 22  that we learned as a supply chain company is that there

     

 23  is variability in the supply chains moving to or from a

     

 24  facility.  So to account for that, we used -- and in

     

 25  full transparency, we used the maximum daily average
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 01  term to account for that.  So the example I would use is

     

 02  the example where you have four trains planned to arrive

     

 03  at the facility, and one of those trains, instead of

     

 04  arriving at 11:00, arrives at 12:30 a.m. in the morning.

     

 05  Technically you now have three trains on one day and

     

 06  five trains on another day.  So we would anticipate, in

     

 07  working with the railroads, that there are instances

     

 08  where that would happen and we need to account for that.

     

 09     Q.   Is there any way you can actually predict how

     

 10  much crude will arrive or be shipped on any given day?

     

 11     A.   Yeah.  Again, as a supply chain and logistics

     

 12  company, that is something that is always a challenge;

     

 13  it is always something that we're looking at.

     

 14          To the specifics of hours or within a couple of

     

 15  hours, it is always very challenging to predict that.

     

 16  So we look at that as a broad system, which means we

     

 17  have to look at both the inbound capacity and what's

     

 18  happening with the railroads on the inbound side, the

     

 19  outbound capacity, what's happening with the vessels on

     

 20  the vessel side, and then how we're managing the

     

 21  facility itself.

     

 22     Q.   And do you control the rail delivery rate?

     

 23     A.   No, we do not control the rail delivery rate or

     

 24  the railroads and the timings of those trains from the

     

 25  railroads.  We schedule with them.  We work with our
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 01  customers to schedule them.

     

 02     Q.   And in terms of the maximum daily average,

     

 03  particularly the 360,000-barrel-a-day average and over a

     

 04  longer period of term, the four day -- the

     

 05  four-train-per-day average, is there data that you would

     

 06  provide over time to verify that, in fact, you were

     

 07  meeting that or not exceeding that maximum daily

     

 08  average?

     

 09     A.   Yes, absolutely.  So as a facility operator, and

     

 10  as Mr. Smith pointed out, we have an obligation to pay

     

 11  our fees to the port, both based on the barrels that are

     

 12  transloaded through the facility as well as based on the

     

 13  rail cars that pass through the facility.  So we would

     

 14  be reporting that both from a volume perspective,

     

 15  whether it's rail cars or barrels, to the port, and

     

 16  would also be, accompanying that, our fees that go along

     

 17  with that.

     

 18          We would anticipate, just like any other

     

 19  facility that is managed through the EFSEC process, but

     

 20  we would also have a monthly reporting to the EFSEC

     

 21  council as well related to our regular operations of the

     

 22  facility.

     

 23     Q.   Okay.  Thank you.  And you just referenced

     

 24  Mr. Smith's testimony.  I don't want you to repeat what

     

 25  he said.  However, from the applicant's perspective, why
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 01  did Vancouver Energy select the Port of Vancouver site?

     

 02     A.   Yeah.  So the first thing I would like to point

     

 03  out that Mr. Smith did mention was that the port went

     

 04  out seeking proposals related to the project.  Now, we

     

 05  had separately been looking for an area that would

     

 06  accommodate a facility like this as we were going

     

 07  through that.  And when the port went out for -- with

     

 08  their proposals, this facility -- or this area actually

     

 09  met very well what we were looking for.

     

 10          There were two primary investments that made

     

 11  that possible and made it such a good area for us to

     

 12  look at.  The first one was the one that Mr. Smith

     

 13  referred to, the West Vancouver Freight Access, which

     

 14  really made -- gave new relevant structure to the area.

     

 15          The second is one that has been going on for a

     

 16  number of years and that was the deepening of the

     

 17  Columbia River channel.  The deepening of the Columbia

     

 18  River channel to 43 feet goes up to the I-5 bridge and

     

 19  was designed, to my knowledge, primarily to bring in

     

 20  deeper draft vessels and more vessels to the area to

     

 21  increase vessel commerce in the river area.

     

 22          When you combine those two major investments

     

 23  together, what you have, and particularly when you look

     

 24  at the Bakken region, is the closest deepwater port with

     

 25  rail access, with mainline rail access to deliver the
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 01  crude oil to the facility, get it on the water and

     

 02  deliver it to the refineries the way that they already

     

 03  are designed to handle cruel oil deliveries, which is by

     

 04  vessel.

     

 05     Q.   And do you know whether the channel-deepening

     

 06  project and/or the West Vancouver Freight Access project

     

 07  underwent environmental review?

     

 08     A.   Yes, they did.

     

 09     Q.   And can you again just -- to focus on the

     

 10  benefit to Vancouver Energy, what's the benefit of the

     

 11  deepwater port here in Vancouver?

     

 12     A.   So there's a number of benefits.  One being

     

 13  that, as Mr. Alastair pointed out, the BNSF mainline

     

 14  coming in.  What that really does is it keeps --

     

 15  particularly when looking at the Bakken, it keeps the

     

 16  rail transportation to the facility on a single

     

 17  railroad, primarily.  The BNSF has access directly to

     

 18  terminals in the Bakken.  So you're not transitioning

     

 19  from a short line rail or a different railroad, but you

     

 20  have direct access from the BNSF all the way through to

     

 21  the general site, and at the terminal site, you're not

     

 22  transitioning to a short line rail there either.

     

 23          We believe that one of the benefits that

     

 24  provides actually is a safety benefit because it's --

     

 25  there are no handoff points or transition points along
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 01  the way.

     

 02     Q.   And, again, do you know if there are any other

     

 03  deepwater ports in closer proximity to the mid-continent

     

 04  production, say, for instance, in the Bakken?

     

 05     A.   To my knowledge, there are no other deepwater

     

 06  ports closer to the mid-continent region where that

     

 07  production is occurring.

     

 08     Q.   And I realize there's been a lot of reference to

     

 09  BNSF Railway.  Do you anticipate BNSF being a carrier of

     

 10  the crude delivered to this facility?

     

 11     A.   Yes, we would anticipate BNSF being the primary

     

 12  carrier to the facility.

     

 13     Q.   And there was some testimony this morning about

     

 14  limited pipeline access to the mid-continent.  Does that

     

 15  bear on Vancouver Energy's decision to place the

     

 16  terminal project here at the Port of Vancouver?

     

 17     A.   Yes, it does.  Not having pipeline access to the

     

 18  mid -- excuse me to the West Coast or from the

     

 19  mid-continent to the West Coast has -- does play -- and

     

 20  makes it a very good location to put a facility like

     

 21  this and to try to connect those two existing supply

     

 22  chains together.

     

 23     Q.   And, again, are the refineries that you

     

 24  anticipate shipping crude from the project positioned to

     

 25  receive crude by water?
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 01     A.   Yes.  All of the refineries on the West Coast

     

 02  that are on the coastal area receive crude by water

     

 03  today, to my knowledge.

     

 04     Q.   Okay.  And earlier today there was testimony

     

 05  about a lease with the port for the site on which the

     

 06  terminal will be located.  Have you been involved in the

     

 07  negotiations surrounding that lease?

     

 08     A.   I was not involved in the initial negotiations,

     

 09  but I was tangentially aware of them happening and have

     

 10  viewed many part -- aspects and parts of the lease in my

     

 11  role.

     

 12     Q.   And are you familiar with the terms of the

     

 13  lease?

     

 14     A.   Yes, I am.

     

 15     Q.   What's the duration of that lease?

     

 16     A.   The initial term is ten years, plus two

     

 17  five-year extensions for a total of 20 years.

     

 18     Q.   Okay.  And what happens at the end of the term

     

 19  of the lease?

     

 20     A.   At the end of the term of the lease there is a

     

 21  structure and pathway that would allow for

     

 22  decommissioning the facility -- of the facility or

     

 23  handing over the assets -- ownership of those assets to

     

 24  the port.

     

 25     Q.   Okay.  And would that mean transferring title of
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 01  the assets to the port?

     

 02     A.   Yes.  That would be a full transfer of title of

     

 03  the assets to the port.

     

 04     Q.   And would that happen automatically at the end

     

 05  of the 20-year term?

     

 06     A.   We would anticipate that the transfer of the

     

 07  title would require the port to go through a process

     

 08  with EFSEC if they wanted to continue to operate those

     

 09  facilities.

     

 10     Q.   Does the lease address financial assurances

     

 11  requirements?

     

 12     A.   Yes, it does.  There's a number of financial

     

 13  assurance requirements throughout the lease.  However, I

     

 14  would point out that we do not view those as ultimately

     

 15  the financial assurances we would have for the facility,

     

 16  but those would be the minimums that were required by

     

 17  the port at the time we sign the lease.

     

 18              MR. JOHNSON:  And, Your Honor, before I

     

 19  continue, I would note for the council's benefit that

     

 20  the -- a copy of the lease and an amendment to the lease

     

 21  are included at -- I believe it's the City of

     

 22  Vancouver's exhibits, number 3068075 and 3070007.  If

     

 23  there's no objection to admitting those exhibits at this

     

 24  time, I would offer them into the record.

     

 25              JUDGE NOBLE:  Well, first, let me ask if
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 01  there is an objection to those two documents.  The lease

     

 02  is contained in two different exhibits?

     

 03              MR. JOHNSON:  Your Honor, there's a --

     

 04  there's a -- the original lease and an amendment to the

     

 05  lease.

     

 06              JUDGE NOBLE:  Okay.  Is there an objection?

     

 07  I'm going to confirm that number.  3068 -- 3068075?

     

 08              MR. JOHNSON:  3068075, correct, Your Honor.

     

 09              JUDGE NOBLE:  3068 is the exhibit number,

     

 10  and then you are referring to 075 as a --

     

 11              MR. JOHNSON:  Well, Your Honor, the way we

     

 12  understood the marking of these exhibits was that we

     

 13  were supposed to -- when we initially designated the

     

 14  exhibits, we would put the exhibit number and then the

     

 15  total number of pages.  So when we refer to the entire

     

 16  exhibit, we're referring to -- and I think we're all on

     

 17  the same page.  We're referring to exhibit number 3068,

     

 18  I guess I need to stop there, and 75 is the total number

     

 19  of pages.

     

 20              JUDGE NOBLE:  Right.  I just wanted that to

     

 21  be clear for the record, because the actual number of

     

 22  the exhibit is the 3068.  Since there's been no

     

 23  objection --

     

 24              MR. POTTER:  But the amendment, the exhibit

     

 25  number is?
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 01              MR. JOHNSON:  3070.

     

 02              JUDGE NOBLE:  3070.  Sorry for talking over

     

 03  counsel.

     

 04              So 3068 will be admitted.  There's been no

     

 05  objection and 3070 will be admitted.  There's no

     

 06  objection.

     

 07  BY MR. JOHNSON:

     

 08     Q.   All right.  Thank you, Mr. Larrabee, for your

     

 09  patience.  Back to the lease.

     

 10          Does it specify specific uses for the leased

     

 11  property?

     

 12     A.   It does.  And it does not specify a refinery, or

     

 13  said differently, we cannot use the facility for a

     

 14  refinery, the lease area for a refinery.

     

 15     Q.   And you made note during this colloquy about the

     

 16  exhibit number, I referenced an amendment.  Has the

     

 17  lease been amended?

     

 18     A.   Yes, it has been amended.

     

 19     Q.   And when did that occur; do you recall?

     

 20     A.   It was the end of April of this year, end of

     

 21  April of 2016.

     

 22     Q.   And can you describe some of the key features of

     

 23  that amendment?

     

 24     A.   There were a number of changes that took place.

     

 25  One of those was an increase in the fee that we pay to
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 01  the port currently to use the facility.  There was an

     

 02  amendment that extended the time allowed for permitting.

     

 03  There was an amendment that restricted delivery of crude

     

 04  oil to West Coast ports.  And there were a number of

     

 05  other items as well.

     

 06     Q.   Okay.  I'm sorry, I don't want you to have to

     

 07  repeat yourself, but I just want to make sure we nail

     

 08  down the financial assurances piece, and you may have

     

 09  already answered my question.  What were some of the

     

 10  elements again?  Did you mention workers' compensation?

     

 11     A.   No, I did not.  So there are -- there are

     

 12  financial assurances in there related to workers'

     

 13  compensation, and related to environmental, related to

     

 14  automobile and other liabilities.

     

 15     Q.   Do you view those as the maximum financial

     

 16  assurances from --

     

 17     A.   No.  We view those as the minimum that were put

     

 18  in place by the port at the time we were leasing.

     

 19     Q.   And can you just --

     

 20              JUDGE NOBLE:  Just a moment.  I have a

     

 21  question, a clarification question, Mr. Larrabee, if I

     

 22  may interrupt.

     

 23              When you say "financial assurance

     

 24  required" -- "requirements in the lease," you're

     

 25  including workers' compensation requirements?
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 01              THE WITNESS:  There are insurance sections

     

 02  in the lease and the insurance sections stipulate

     

 03  various aspects of what we have to have insurance for

     

 04  related to the facility.

     

 05              JUDGE NOBLE:  And you said some kind of

     

 06  environmental liability.  Did you say that?

     

 07              THE WITNESS:  Yes, yes.

     

 08              JUDGE NOBLE:  Could you give me a little bit

     

 09  more detail about what that is and what sorts of

     

 10  instruments would provide that financial assurance?

     

 11              THE WITNESS:  So it's in the insurance

     

 12  section of our lease.  There's actually, I believe, a

     

 13  witness that we have later on that would be able to talk

     

 14  more specifically to those items that are in there and

     

 15  what specifically it is.  I don't remember the specific

     

 16  elements of that or the specific aspects of how or what

     

 17  those requirements are in that insurance section.  I do

     

 18  remember that there were those categories in the lease.

     

 19              JUDGE NOBLE:  Good.  Thank you.  Could you

     

 20  tell me what witness that would be?

     

 21              MR. JOHNSON:  Yes, Your Honor.  It will

     

 22  be --

     

 23              THE WITNESS:  Michelle Hollingsed.

     

 24              MR. JOHNSON:  Michelle Hollingsed, Your

     

 25  Honor.
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 01              JUDGE NOBLE:  Thank you.  Sorry for the

     

 02  interruption.

     

 03  BY MR. JOHNSON:

     

 04     Q.   Could you just briefly describe the fee

     

 05  arrangements under the lease?

     

 06     A.   Yes.  So Alastair actually mentioned that

     

 07  already.  The fee arrangements could include a wharfage

     

 08  fee, rail car fee, a per-barrel fee and a track

     

 09  maintenance fee, as well as a fee for the lease.  And I

     

 10  believe Alastair also referenced the -- in aggregate on

     

 11  an annual basis, full -- billed out at full capacity,

     

 12  those leases would be $60 million a year annually.

     

 13     Q.   And does the lease address decommissioning?

     

 14     A.   Yes, the lease does address decommissioning.

     

 15              MR. JOHNSON:  Could you put up Exhibit

     

 16  No. PCE 1, page 658 again, please.

     

 17  BY MR. JOHNSON:

     

 18     Q.   And I'm going to ask you a question about a

     

 19  series of photographs.  Can you just describe for the

     

 20  council, first of all, who took these photos?

     

 21     A.   These photographs are pictures that I took from

     

 22  the areas near or coming into the terminal area.

     

 23     Q.   Okay.  And can you now, looking at this map,

     

 24  generally identify the areas from which those photos

     

 25  were taken, and then I'll show you a series of photos
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 01  that you can describe those locations.

     

 02     A.   Yeah.  So there are five or six pictures that

     

 03  will be shown.  The first one starts over here, which is

     

 04  in the area just to the west of the Terminal 1 area that

     

 05  the court referenced.

     

 06     Q.   For the record, let me just say you're pointing

     

 07  just generally to the south of what looks like No. 20;

     

 08  is that right?

     

 09     A.   I believe so.

     

 10     Q.   Okay.  Go ahead.

     

 11     A.   My eyes also aren't that good anymore.

     

 12          There's another picture that is just to the

     

 13  north of the rail terminal area between -- between

     

 14  No. 12 and No. 8, right here.  And then the photographs

     

 15  then move over closer to the terminal area.  There's one

     

 16  down here that is looking back towards downtown and

     

 17  towards the grain elevators, right next to the far-west

     

 18  building and looking back towards where the tanks would

     

 19  be located.  There's a picture that is up on the

     

 20  overpass structure right here, looking down into the

     

 21  rail yard -- or rail area where the unloading would

     

 22  occur.  And then there's a picture on the left-hand side

     

 23  here, just inside the loop looking, again, back towards

     

 24  downtown and towards the grain elevator.  And then

     

 25  finally, I believe, there's a picture that's over on
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 01  this side of the rail area down by the water, again,

     

 02  looking back towards the rail bridge and the I-5 bridge.

     

 03     Q.   Okay.  And unfortunately we can't -- it's

     

 04  difficult to switch back and forth, so I just wanted you

     

 05  to orient the council.  Now we'll actually look at the

     

 06  photos and if you could describe what they depict.

     

 07              MR. JOHNSON:  Could you please call up --

     

 08  this is Exhibit 291, page 1.

     

 09  BY MR. JOHNSON:

     

 10     Q.   And if you could, for the benefit of the

     

 11  council, just describe what this photograph depicts.

     

 12     A.   Yes.  So this is the road that Mr. Smith

     

 13  actually referred to that was built right through the

     

 14  middle of that property.  So this would be the property

     

 15  that is currently to the right and to the left that is

     

 16  currently the waterfront development property, a Graymor

     

 17  property.  And this is the end of that street, Grant

     

 18  Street right there, Grant Street and Columbia Street

     

 19  intersection, looking backwards, you can see the grain

     

 20  elevators that are port property back in the background

     

 21  there.

     

 22     Q.   And I -- sorry, I would invite you to use the

     

 23  laser pointer when you're referencing things like the

     

 24  grain elevators.

     

 25     A.   Trying to be conscientious and not wanting to
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 01  use it.

     

 02     Q.   No, I understand.

     

 03     A.   To the left is the river and the rail bridge

     

 04  actually back in the back right here.  And to the right

     

 05  is the rail track that the port did the work to -- that

     

 06  BNSF did the work to --

     

 07              MR. JOHNSON:  Page 2, please.

     

 08  BY MR. JOHNSON:

     

 09     Q.   Can you describe what this shows?

     

 10     A.   Yes.  So the grain elevators, again, in the

     

 11  background.  This is at the intersection of Thompson

     

 12  Street and 20th Street here.  There's a rail spur here

     

 13  that goes back to the properties that are operated back

     

 14  here in this area, and behind where the photograph was

     

 15  taken is the -- to my knowledge, the closest edge of the

     

 16  Fruit Valley neighborhood where that's at.  To the right

     

 17  by the rail crossing intersection sign there is the

     

 18  water treatment facility.

     

 19     Q.   It looks like there's some railroad tracks there

     

 20  that cross the street.  Do those railroad tracks go into

     

 21  the terminal site?

     

 22     A.   No, they do not.

     

 23     Q.   Is that a spur into some of the facility?

     

 24     A.   That is a spur off of the port.  I believe it

     

 25  serves the facility behind the trees that's right there,
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 01  but I'm not 100 percent sure.

     

 02              MR. JOHNSON:  Page 4, please.

     

 03  BY MR. JOHNSON:

     

 04     Q.   If you could just describe what this depicts.

     

 05     A.   Yes.  So this is now before you go up over the

     

 06  flyway and down into where the loop track area is, and

     

 07  it's looking back now towards downtown.  So you're on

     

 08  the other side of the grain elevators, north of the

     

 09  grain elevators looking south.  You can see the grain

     

 10  elevators back here in the background, the far-west

     

 11  building over here on the right.  The tanks would be

     

 12  located over here back in this area, and the pipeline

     

 13  would come through this area.  And then to the right, it

     

 14  would go down towards the dock off -- on the side of the

     

 15  page -- page to the right, and back behind the

     

 16  photographer is where the loop track is located and the

     

 17  rail -- excuse me, and the road flyover.

     

 18              MR. JOHNSON:  Page 6, please.

     

 19     A.   So this is up on top of the road before you go

     

 20  down into the loop track.  The Clark Public Utilities

     

 21  plant is to the right on this photo, and to the left on

     

 22  the photo is the rest of the loop track, as well as the

     

 23  river further to the left.  The facility, the rail

     

 24  unloading facility, would be constructed right in this

     

 25  area, and our operations building would be over in this
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 01  area down in here.

     

 02  BY MR. JOHNSON:

     

 03     Q.   And let the record reflect that you're

     

 04  indicating the facility would be constructed on

     

 05  approximately the -- one, two -- three left rail --

     

 06     A.   Yes.

     

 07     Q.   -- rail -- okay.

     

 08     A.   The three inside rails approximately is where

     

 09  the unloading facility would be located.  And that --

     

 10  our lease does not include -- with the exception of a

     

 11  small portion of time during construction, does not

     

 12  include the interior of the loop track for all intents

     

 13  and purposes.

     

 14     Q.   Thank you.

     

 15              MR. JOHNSON:  Page 11, please.

     

 16  BY MR. JOHNSON:

     

 17     Q.   And this one --

     

 18              MR. JOHNSON:  Can you flip that around,

     

 19  rotate it.

     

 20     A.   I can begin to describe what that is.

     

 21  BY MR. JOHNSON:

     

 22     Q.   Sure, that would be great.

     

 23     A.   That's down by the river's edge.  If you were to

     

 24  go directly over the road and then come straight from

     

 25  there up to the river's edge and then walk to where you
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 01  can get out on the edge and look back up river, that is

     

 02  what is depicted here.  So the dock area that we would

     

 03  be operating is not this closest dock but the one right

     

 04  behind it there.  You can see in the far distance the

     

 05  rail bridge and further behind that the towers for the

     

 06  I-5 bridge.  Again, from the dock area to the rail

     

 07  bridge is approximately two miles and another

     

 08  three-quarters of a mile roughly between the rail bridge

     

 09  and the I-5 bridge.

     

 10     Q.   Thank you.  Before we start discussing specific

     

 11  operations in various parts of the terminal, I was

     

 12  wondering if you could discuss whether you've developed

     

 13  any kind of safety plans for the facility.

     

 14     A.   Yes.  We have a safety plan that has been

     

 15  developed and was submitted as part of the application.

     

 16  I will point out that as we go throughout the processes

     

 17  like this, we will have an initial plan, but it will

     

 18  always be updated to reflect the ultimate design and the

     

 19  ultimate operations of the facility.  So it will go

     

 20  through the rail bridge as well.

     

 21              MR. JOHNSON:  And for the benefit of the

     

 22  council, that's at PCE Exhibit 1, page 4901.  However,

     

 23  there's really no reason to call -- that's a multipage

     

 24  document so you don't need to call it up.

     

 25  
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 01  BY MR. JOHNSON:

     

 02     Q.   Earlier when we were talking generally about how

     

 03  the terminal will function in terms of trains arriving,

     

 04  you described a bit about trains entering the port being

     

 05  manned by the BNSF and you referenced a speed limit.

     

 06  Can you remind me what the speed limit will be?

     

 07     A.   Yeah.  The port speed limit is ten miles an hour

     

 08  on port track or port property.  Our operating

     

 09  procedures that are in the operating manuals always

     

 10  dictate with unit trains doing rail unloading crude, no

     

 11  more than five miles an hour when we operate those

     

 12  trains.

     

 13     Q.   And where will the train be positioned once it

     

 14  arrives in the terminal?

     

 15     A.   Once it arrives into the terminal, it would be

     

 16  moved to the unloading area, and at that point in time

     

 17  it would be stopped and secured for the unloading

     

 18  process to begin.

     

 19     Q.   Okay.  And I've heard you in the past reference

     

 20  something called "the red zone."  What's the red zone?

     

 21     A.   So that's one of the procedures that we

     

 22  established.  There's a number of rail operating

     

 23  procedures, and along with our safety procedures, we

     

 24  have a very extensive operating procedures manual that

     

 25  would be in the facility and documented.
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 01          A red zone is when you have complete

     

 02  verification that the train cannot move and no one is

     

 03  allowed to get -- to work in the area where the train

     

 04  would be located until that red zone is established.  So

     

 05  that includes securement of the rail cars and making

     

 06  sure that a sufficient number of brakes are set.  You

     

 07  would also take the -- trying to think of the -- an easy

     

 08  way to explain this.  But it's essentially equivalent to

     

 09  turning the key off in your car, taking the key out so

     

 10  that it cannot be moved, the locomotives cannot be

     

 11  moved, and setting the emergency brake so the emergency

     

 12  brakes are set in that process.

     

 13     Q.   Will the locomotive remain attached to the other

     

 14  rail cars during the unloading process?

     

 15     A.   Yes.  We would anticipate that most of the time

     

 16  the locomotive would be attached to the rail cars.

     

 17  That -- when you're operating in the loop track area,

     

 18  that actually has some safety benefits.  Anytime you're

     

 19  operating rail, the number of movements that you have

     

 20  and the number of connects and disconnects actually are

     

 21  all opportunities for safety incidents to occur.  And so

     

 22  it's one of the benefits of operating a loop track

     

 23  facility is to minimize those number of connections and

     

 24  disconnection points.

     

 25     Q.   Okay.
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 01              MR. JOHNSON:  And, Ms. Mastro, I'm going to

     

 02  ask you to pull up Exhibit No. 289, starting with

     

 03  page 3.  And this will be a series of photos.

     

 04  BY MR. JOHNSON:

     

 05     Q.   Can you just describe where these photos were

     

 06  taken?

     

 07     A.   These photos were taken at the Anacortes crude

     

 08  offloading facility.  It is a facility that is owned by

     

 09  Tesoro and operated by Savage.  The facility is built

     

 10  slightly different than the facility will be when we're

     

 11  operating here.  But it does demonstrate the unloading

     

 12  process and how the unloading process would occur.

     

 13     Q.   Can you just describe for the council the

     

 14  primary differences between the Anacortes facility and

     

 15  the Vancouver Energy terminal?

     

 16     A.   From an asset perspective of what's actually

     

 17  constructed, there are three primary differences that I

     

 18  would point out.  One of them being this is a ladder

     

 19  track instead of a loop track.  But what you would have

     

 20  here with two sets of cars next to each other is equal

     

 21  to what you would see at our facility.

     

 22          Another difference is that there is an elevated

     

 23  platform at the Vancouver Energy terminal facility where

     

 24  this one does not have an elevated platform.  The

     

 25  elevated platform would allow the workers to stay up on
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 01  top of the rail cars versus going up and down stairs.

     

 02  Here we use a mobile platform, but that would not be the

     

 03  case at the Vancouver Energy facility.

     

 04          And the third major difference is that there is

     

 05  a covering at the Vancouver Energy facility, or proposed

     

 06  to be covered over the top of that and this facility

     

 07  does not have that type of covering.

     

 08     Q.   Okay.  And this series --

     

 09              JUDGE NOBLE:  Mr. Johnson, sorry.  I tried

     

 10  to get you before your next question.  I -- it is now

     

 11  3:30 and we are going to be ending today's session at

     

 12  4:00.  And I just wanted to check with the court

     

 13  reporter to make sure that he is all right to go until

     

 14  4, or if he needs a brief five-minute rest.

     

 15              You okay?  We'll have to stop with the

     

 16  questioning about 3:55 so that we can adjust for the

     

 17  public, and for all the parties here, talk about the

     

 18  witnesses for tomorrow and briefly subject matter.  And

     

 19  after -- at 4:00 we'll be stopping early for the site

     

 20  visit.  Thank you.  I'm sorry for the interruption.

     

 21              MR. JOHNSON:  That's not a problem, Your

     

 22  Honor.

     

 23  BY MR. JOHNSON:

     

 24     Q.   So back to the Anacortes facility and this

     

 25  series of photos.  Did you take these photos?
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 01     A.   I did not take these photos.  They were photos

     

 02  taken by a photographer that I hired.  I was at the

     

 03  facility and present when the photos were taken, and

     

 04  this was a train that was being unloaded at that time.

     

 05     Q.   Okay.  So this reflects actual operations?

     

 06     A.   Yes, it does.

     

 07     Q.   And when were these taken?

     

 08     A.   They were taken at the end of May 2016.

     

 09     Q.   And what does this particular photo show?

     

 10     A.   This photo shows a train that has arrived and

     

 11  staged in the unloading area and ready for the operators

     

 12  or the team to now come in and begin to connect the rail

     

 13  cars for the unloading process to begin.

     

 14     Q.   And, again, it looks like down in the distance,

     

 15  is that a locomotive down there?

     

 16     A.   Yes, that is a locomotive.

     

 17     Q.   And in this case is it connected to the train,

     

 18  the cars?

     

 19     A.   In this case it is not connected to the train.

     

 20     Q.   And is that a function of the fact that the --

     

 21  this isn't a loop track?

     

 22     A.   Yes.  That is a function of the fact this is not

     

 23  a loop track.  This is a ladder track facility.

     

 24     Q.   Okay.

     

 25              MR. JOHNSON:  Page 21, please.
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 01  BY MR. JOHNSON:

     

 02     Q.   Can you describe what this photo depicts?

     

 03     A.   Yes.  So this photo is showing the mobile rack

     

 04  and the connection process starting to begin.  So in the

     

 05  Vancouver Energy facility, you would have a walkway that

     

 06  gets you up onto a rack area or an elevated platform

     

 07  that would go the length of the facility rather than

     

 08  having this mobile rack.  The facility with the elevated

     

 09  rack would also have these arms that drop down to allow

     

 10  the operator to safely go out into the area and begin

     

 11  the connection process on the top of the cars.  There

     

 12  would also be team members, like these gentlemen down

     

 13  here, that would be starting the connection process on

     

 14  the bottom of the rail car.

     

 15          As you can see, there is a safety railing all

     

 16  around the top of the rail car that is part of the

     

 17  platform that drops down to begin the process up here.

     

 18     Q.   And you referenced a crew -- a crew or a team.

     

 19  What constitutes a team?

     

 20     A.   So typically you would have a team up to three

     

 21  people working on each side that would be going through

     

 22  the unloading process.  There's a number of reasons for

     

 23  that.  One is just, obviously, getting the work done,

     

 24  but another reason is so that the team members can check

     

 25  and verify each other's work as they go through the
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 01  process.

     

 02     Q.   Okay.

     

 03              MR. JOHNSON:  At page 25, please.

     

 04  BY MR. JOHNSON:

     

 05     Q.   What are the primary objectives of the crew --

     

 06  we'll get to these.  What are the primary objectives of

     

 07  the crew when they're first beginning to -- the train

     

 08  gets into position and they're beginning their work like

     

 09  this?

     

 10     A.   So there's two things that they're going to be

     

 11  working on.  One is the top of the rail cars and

     

 12  connecting the top of the rail cars, and another is the

     

 13  bottom of the rail cars.  The bottom of the rail cars is

     

 14  where the crude oil is drained into the piping or the

     

 15  header system here.  The top of the rail cars is the

     

 16  vapor recovery system.  So they'll be doing that

     

 17  process.  The other primary responsibility that they

     

 18  have is to inspect the rail cars while they're doing

     

 19  that.

     

 20              MR. JOHNSON:  Page 16, please.

     

 21     A.   So this photo is depicting one of the gentlemen

     

 22  when he has first gone on top of the rail car, and he's

     

 23  actually checking the manway there.  That's where the

     

 24  loading process occurs.  We actually do not open the

     

 25  manway at all during the unloading process.  He's doing
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 01  an inspection to make sure all of those bolts are

     

 02  secure.  And you see in the -- close to where his wrench

     

 03  is, there's a red tag or seal, that seal is put on at

     

 04  the loading site or loading facility.  And they're

     

 05  verifying that still is in place at that time as well,

     

 06  which helps to verify the manway has not been opened at

     

 07  all in route.

     

 08  BY MR. JOHNSON:

     

 09     Q.   All right.

     

 10              MR. JOHNSON:  Page 17, please.

     

 11  BY MR. JOHNSON:

     

 12     Q.   If you could just describe what's happening

     

 13  here.

     

 14     A.   Yes.  So this is where the vapor connection

     

 15  point occurs.  So this is protective housing around

     

 16  the -- this is protective housing around the valves and

     

 17  inlet valves that are all in here.  Again, there is

     

 18  another seal that he breaks before he can open this.  So

     

 19  that seal is in place as well.  The seal is removed and

     

 20  then once removed he can open that up to access the

     

 21  valves on the top of the rail car.

     

 22              MR. JOHNSON:  Page 23, please.

     

 23  BY MR. JOHNSON:

     

 24     Q.   Again, if you could just describe, once we get

     

 25  there.
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 01     A.   So there are two types of -- he's now opened up

     

 02  the protective housing and there are two types of

     

 03  fittings that he would be putting on this facility.

     

 04  This is demonstrating or showing one of those types of

     

 05  fittings he would be putting on.  You can see there is

     

 06  actually a valve handle here.  So he'd remove the cap,

     

 07  and it's connected by a chain.  That cap was then -- has

     

 08  now been removed, but the valve is closed.  He will

     

 09  connect this vapor valve here before that would be

     

 10  opened up.  And really this valve -- this -- there's a

     

 11  ball valve in here that stops any air from going out but

     

 12  will allow air into the rail car.  Again, we're doing a

     

 13  gravity unloading process.  So in order for the gravity

     

 14  to work, you need to allow rail [sic] to come into

     

 15  the -- the rail car to allow to drain.  So it's one way

     

 16  in but not out.

     

 17     Q.   So just in -- so I can understand it, so air is

     

 18  coming in but it's not going out?

     

 19     A.   That's right.

     

 20     Q.   Okay.

     

 21     A.   That's right.

     

 22     Q.   And the crude's going to come out somewhere

     

 23  else; is that right?

     

 24     A.   The crude comes out at the bottom of the rail

     

 25  car.
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 01     Q.   Okay.

     

 02              MR. JOHNSON:  Page 18, please.

     

 03  BY MR. JOHNSON:

     

 04     Q.   If you could just describe what this depicts.

     

 05     A.   Yes.  So this is the second type of connection

     

 06  that he would be applying.  So some of the rail cars

     

 07  just received the first connection, which is that ball

     

 08  valve.  Others will receive this vapor recovery hose.

     

 09  So this one, as the crude oil is drained into the rail

     

 10  car, the vapors are collected from the header and the

     

 11  hose comes out and then passes back into the facility.

     

 12  So this is a closed loop system that captures all the

     

 13  vapors and leaves them within the rail car or within the

     

 14  system itself.

     

 15     Q.   All right.

     

 16              MR. JOHNSON:  Page 11, please.

     

 17  BY MR. JOHNSON:

     

 18     Q.   All right.  So now we're -- looks like we're at

     

 19  the bottom of the car.  Can you describe what's

     

 20  happening here?

     

 21     A.   Yes.  There's a different operator that's at the

     

 22  bottom of the rail car.  He's going under the rail car.

     

 23  You can see the bell cap -- or what's covering where the

     

 24  valve is and where the product would ultimately come

     

 25  out.  That is on, and there's a seal over here that the
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 01  operator needs to remove before he can begin the

     

 02  downloading process.  He also -- every operator will

     

 03  have a spill pan underneath here.  That spill pan is

     

 04  there to collect any minor drips that may occur in that

     

 05  unloading process.  The entire facility has spill

     

 06  containment throughout the facility as well.

     

 07     Q.   Okay.  And by the way, when was -- how long has

     

 08  this facility been in operation?

     

 09     A.   This facility has been in operation for between

     

 10  four and five years, I believe.

     

 11     Q.   And do you have any idea how many trains have

     

 12  unloaded there in that time?  And I'm not asking you to

     

 13  guess if you don't know.

     

 14     A.   Yeah, I don't recall the specific number.  I

     

 15  believe that Mr. Hack can probably provide that

     

 16  information.

     

 17              MS. MASTRO:  I jumped ahead.

     

 18              MR. JOHNSON:  That's fine.  Thank you.

     

 19     A.   The seal has now been broken and the operator is

     

 20  beginning to -- you need a wrench.  This is actually a

     

 21  quite large wrench, sometimes it takes quite a bit of

     

 22  force to loosen that cap.  So he's now loosening the

     

 23  cap.  Again, the valve is still shut.  So just because

     

 24  he has the cap off, doesn't mean the product will come

     

 25  out.  It's still closed with the pin in place that would
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 01  stop the product from coming out.

     

 02              MR. JOHNSON:  And 14, please.

     

 03     A.   So at this point in time, the operator has

     

 04  installed this 90-degree angle to the bottom outlet

     

 05  valve and he's beginning to connect this API header.

     

 06  This header is an important piece because both of these

     

 07  remain closed until that is fully connected and there's

     

 08  an ability to begin the unloading process.

     

 09  BY MR. JOHNSON:

     

 10     Q.   And I might add, are the workers here -- are

     

 11  they equipped with any kind of protective gear or

     

 12  sensors?

     

 13     A.   Yes.  So part of our safety plan is that every

     

 14  worker will have -- so these are fire-retardant clothing

     

 15  that they're wearing.  He's wearing a hard hat, safety

     

 16  glasses and steel-toed boots, as well as gloves.  They

     

 17  will also be wearing an H2S monitor at all times when

     

 18  they're at the facility.

     

 19     Q.   Okay.  And what's the purpose of the H2S

     

 20  monitor?

     

 21     A.   The H2S monitor, it will alarm and sound if

     

 22  there's any detection of vapors and would cause all the

     

 23  employees to evacuate the facility.

     

 24     Q.   All right.  Thank you.

     

 25              MR. JOHNSON:  Page 19, please.
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 01     A.   So this is actually showing the inside of that

     

 02  header.  Each one of these prongs in here needs to be

     

 03  fully depressed before it will open this central part

     

 04  and this central part over here, which would then allow

     

 05  the product to occur.  So that connection point needs to

     

 06  be fully established and affirmatively confirmed and

     

 07  then the lever of the ball valve here pulled in order

     

 08  for the -- or the ball lever there, in order for the

     

 09  ability for the crude oil to flow through the hose

     

 10  there, from the rail car into the hose.

     

 11              MR. JOHNSON:  And 15, please.

     

 12     A.   So at this point in time, the hose is fully

     

 13  connected and the operator will now start to remove the

     

 14  pin there.  The pin is a pin that goes through and has a

     

 15  drop angle piece that drops down so that it won't rattle

     

 16  out.  He'll remove that pin.  Once that pin is removed,

     

 17  then he has -- this is the first ability -- first

     

 18  opportunity for him to open that lever and introduce oil

     

 19  into the system.

     

 20  BY MR. JOHNSON:

     

 21     Q.   And when you say "introduce oil into the

     

 22  system," you're referring to taking it out of the car

     

 23  and putting it somewhere else?

     

 24     A.   Yes, remove it from the rail car into the hose.

     

 25              MR. JOHNSON:  Exhibit 22, please -- that's
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 01  page 22, I'm sorry.

     

 02  BY MR. JOHNSON:

     

 03     Q.   If you could just describe this.

     

 04     A.   Yes.  So this is just demonstrating or showing

     

 05  the entire connection process in place.  You can see

     

 06  there is a grounding wire.  Another one of the safety

     

 07  features.  But the rail car is now completely connected.

     

 08  The spill pan remains underneath the rail car the entire

     

 09  time the unloading is occurring, but that is just

     

 10  showing the whole rail car being connected.

     

 11     Q.   So at this stage you've connected the vapor

     

 12  hoses to the top of the car and the crude hoses to the

     

 13  bottom of the car; is that correct?

     

 14     A.   That is correct.

     

 15     Q.   Okay.

     

 16              MR. JOHNSON:  Page 26, please.

     

 17  BY MR. JOHNSON:

     

 18     Q.   And then what happens?

     

 19     A.   At that point in time, the operator will go over

     

 20  to the valve here and will move this valve handle which

     

 21  allows the product to then flow into the entire header

     

 22  system.  So, again, multiple valves, multiple check

     

 23  points along the way and multiple opportunities for an

     

 24  individual to double-check that another team member is

     

 25  doing their work appropriately and properly.
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 01              MR. JOHNSON:  Page 27, please.

     

 02     A.   So we already actually talked a little bit about

     

 03  this, but this demonstrates or shows the teams working

     

 04  together.  In this case the vapor recovery hoses are

     

 05  connected to the rail cars, the bottom of the rail cars

     

 06  are all completely connected and the teams are now

     

 07  working down and opening the valves to allow the crude

     

 08  to go into the system.  Again, it's a gravity drain

     

 09  system.  So the whole time that this is draining from

     

 10  the rail cars, we're not introducing anything to speed

     

 11  up the process or change the process.  You're just

     

 12  letting gravity do its work.  There are operators the

     

 13  entire time it's unloading that are out on the pad or

     

 14  out in the facility going around and verifying that

     

 15  everything is safe and secure.

     

 16  BY MR. JOHNSON:

     

 17     Q.   And you noticed some differences between, of

     

 18  course, that facility and the Vancouver Energy Terminal.

     

 19  However, with regard to these specific unloading,

     

 20  connecting, inspection operations, is it fair to say

     

 21  that these will be identical procedures to those that

     

 22  will be used at the Vancouver Energy Terminal?

     

 23     A.   They would be near identical.  So this is what

     

 24  we would anticipate doing.  If there are any differences

     

 25  in the design, those would be built into the operation
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 01  procedures manual.  We always have site-specific

     

 02  procedures manuals, not general procedures.  So, yes, we

     

 03  would anticipate this is generally what it would be

     

 04  like, with caveats for site-specific needs or different

     

 05  points.

     

 06     Q.   But the rail unloading procedure is the same?

     

 07     A.   Yes.

     

 08              JUDGE NOBLE:  Mr. Johnson?

     

 09              MR. JOHNSON:  Yes.

     

 10              JUDGE NOBLE:  I have a quick question of

     

 11  Mr. Larrabee.  Since this is a gravity system and when

     

 12  the valves are opened, is there any way to stop the

     

 13  flow?

     

 14              THE WITNESS:  Yes.  You can always go back

     

 15  and shut any one of those valves at any point in time.

     

 16  They are not -- they don't -- they don't stay open just

     

 17  because you've opened them.  So at any point in time,

     

 18  you can go through and stop those valves.

     

 19              There is also a computerized system as well

     

 20  throughout the facility where there's pumps that are --

     

 21  once the header fills up -- and I think we actually talk

     

 22  about that a little bit later, but once the header fills

     

 23  up, there are pumps that will remove the crude oil from

     

 24  the header and pump it into the tanks and you can shut

     

 25  those down either manually or by -- through the system
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 01  or automatically, if there is any issues identified at

     

 02  that point in time.

     

 03              JUDGE NOBLE:  Thank you.

     

 04              MR. JOHNSON:  I might also note, Your Honor,

     

 05  a witness who we hope to have testify tomorrow, Dave

     

 06  Corpron, will also be addressing some of the safety

     

 07  features related to these operations as well.

     

 08              JUDGE NOBLE:  Thank you.

     

 09              MR. JOHNSON:  Page 34, please.

     

 10  BY MR. JOHNSON:

     

 11     Q.   And while we're waiting, you noted an obligation

     

 12  to inspect the rail cars.  What -- why is it Savage or

     

 13  Tesoro employees are inspecting rail cars rather than

     

 14  the railroad?

     

 15     A.   So there are actually two requirements there.

     

 16  The railroad actually will be inspecting the rail cars

     

 17  as well.  All of the facilities and the railroads have a

     

 18  federal requirement through the FRA, the code to inspect

     

 19  at various points in time.  They have various inspection

     

 20  processes that they need to do.  So the previous picture

     

 21  showed at the top of the rail car and some of the

     

 22  inspection is occurring there.  This one is actually one

     

 23  of the operators inspecting the bottom of the rail car.

     

 24  They're inspecting all of the safety appliances on the

     

 25  rail car and confirming that that is operating safely as
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 01  it should be operating.

     

 02          If there is anything that is identified that

     

 03  they feel is unsafe, then they will remove the rail car

     

 04  from the train or fix the car while it is in the train,

     

 05  but in either case, the car cannot leave the facility

     

 06  before those fixes have been addressed.  You can see in

     

 07  the operator's hand, he is actually holding a gauge

     

 08  there that he uses.  If he has a question, he can

     

 09  actually check various aspects of the car or the rail to

     

 10  make sure that there would be a gauge.

     

 11  BY MR. JOHNSON:

     

 12     Q.   Do the employees at the facility inspect brakes,

     

 13  for instance?

     

 14     A.   Yes.  They would be looking at brake pads and

     

 15  inspecting the brake pads, as well as the wheels, as

     

 16  well as ladders.  To give you an idea, if the -- there

     

 17  was a picture of the bottom outlet valve and a chain

     

 18  that held the bottom outlet valve in place; if that

     

 19  chain is broken, then the rail car cannot leave the

     

 20  facility until that chain gets fixed.  That's the type

     

 21  of inspection that we're doing, is making sure we're

     

 22  looking at all of those items.

     

 23          In fact, there is a worksheet or a checklist,

     

 24  for lack of a better term, that the operators are going

     

 25  through to make sure that they've covered all the areas
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 01  of the rail car.  And at the end of that inspection for

     

 02  each rail car, they're signing their initials that they

     

 03  have inspected that rail car, and that inspection report

     

 04  stays on record for a number of -- a period of time.  I

     

 05  can't remember the exact amount of time, but it's a

     

 06  couple of years.

     

 07              JUDGE NOBLE:  Mr. Stephenson has a question.

     

 08              MR. STEPHENSON:  Yes, thank you.  So I think

     

 09  you said two crews of three working out here; is that

     

 10  right?

     

 11              THE WITNESS:  Yes.  So on each line you

     

 12  would have -- or each row of rail cars, you would have

     

 13  three people that are operating in unison or a team

     

 14  operating in unison.  So in the picture that's depicted

     

 15  there, you would have a crew of three on one side and

     

 16  then another crew of three on the other side.

     

 17              Now, they would -- depending on the facility

     

 18  structure, you would have more than just that crew of

     

 19  three.  So if I remember correctly, what we are looking

     

 20  at for this terminal, you would actually have two crews

     

 21  of three on either side working together at the same

     

 22  time.  So there would be six on each -- 30 a set of

     

 23  cars.

     

 24              MR. STEPHENSON:  Okay.  So six people may be

     

 25  in -- looking at four unit trains, so 480 cars?  Okay.
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 01  Just -- that's a lot of repetitive stuff, but that's not

     

 02  what I'm here about.

     

 03              When I think about this inspection, that

     

 04  they have to do that for every car, that's just what I'm

     

 05  wondering.

     

 06              THE WITNESS:  So I'm not sure I guess

     

 07  exactly what the question was, but I -- that is correct.

     

 08  It is a lot of repetitive stuff.  That is actually part

     

 09  of the reason that we have a very thorough safety

     

 10  program.  There's a number of things that we do.  We

     

 11  make sure that each individual, before they go out and

     

 12  check this -- what they're doing, that they have

     

 13  reviewed the procedure, that they have signed off on the

     

 14  procedure, they're tested in the procedure to make sure

     

 15  they pass that test, the written procedure, and that's

     

 16  before they even go out.

     

 17              When they go out, they're observing an

     

 18  operator that is out there operating physically while

     

 19  he's out there, and then they have to pass a proficiency

     

 20  test where they demonstrate that they can do that on

     

 21  their own.  At that point in time they would be allowed

     

 22  to begin at the operating facility.

     

 23              Now, on the annual basis -- I believe it's

     

 24  an annual basis, they'll be going back through and they

     

 25  will be retested on all those things to make sure
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 01  they're still following procedure.

     

 02              We also have a requirement of all our

     

 03  employees to do observations of other employees while

     

 04  that's -- that is primarily because it is a repetitive

     

 05  process and you want someone outside to be looking and

     

 06  making sure that you're following the procedure.

     

 07              On a quarterly basis, each of our operations

     

 08  is required to go through what we call a -- we call it

     

 09  the S7, where they're looking at seven main areas of the

     

 10  operation.  One of those areas is safety, where you have

     

 11  a third party come in from the outside, meaning someone

     

 12  from a different operation that comes in and verifies

     

 13  they're following procedures and doing what they're

     

 14  supposed to be doing, and then we do that on a regular

     

 15  basis as well.

     

 16              We are also regularly -- in fact, every

     

 17  week, all of our operations managers across our entire

     

 18  network that do crude-by-rail are on a call where

     

 19  they're sharing best practices and learnings and our

     

 20  operations procedures are regularly modified when

     

 21  someone finds something in a different area that should

     

 22  be applied to that, whether it's a best practice or a

     

 23  leading practice.  Or even if it's something that we're

     

 24  identifying that needs to be addressed with a third

     

 25  party, like the railroad in between where we say, okay,
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 01  we've noticed something, we need to be extra vigilant

     

 02  about this and making sure we're addressing it either at

     

 03  origin or destination.

     

 04  BY MR. JOHNSON:

     

 05     Q.   Mr. Larrabee, thank you.

     

 06              MR. JOHNSON:  I want to -- I have four more

     

 07  photos.  It would be an excellent place to stop.  We can

     

 08  quickly move through those and then it's a good breaking

     

 09  point.  We'll obviously have to call Mr. Larrabee

     

 10  tomorrow to finish up some of his testimony.

     

 11              JUDGE NOBLE:  No, that's a good plan.

     

 12              MR. JOHNSON:  But we can get through this.

     

 13  BY MR. JOHNSON:

     

 14     Q.   So can you just describe what's depicted in this

     

 15  photo.

     

 16     A.   Yes.  So the Anacortes facility is a

     

 17  TWIC-restricted facility, which is Transportation

     

 18  Workers Identification Certification, meaning that

     

 19  everyone who works at the facility is required to have a

     

 20  TWIC card.  That is a federal government identification.

     

 21  We would anticipate that the Vancouver Energy Terminal

     

 22  would also be that type of a facility.

     

 23          Not only does every worker have to have that

     

 24  card, there're only designated individuals that are

     

 25  allowed to take other people.  They have to pass other
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 01  requirements, and then they're allowed to take other

     

 02  people through the facility that don't have a TWIC card.

     

 03     Q.   All right.  Thank you.

     

 04              MR. JOHNSON:  And page 37, please.

     

 05  BY MR. JOHNSON:

     

 06     Q.   If you could just --

     

 07     A.   Yes.  So I referenced earlier to a -- the system

     

 08  that is managed, a computerized system.  This is a

     

 09  representation.  Our system at Vancouver Energy Terminal

     

 10  would look different or operate slightly different than

     

 11  this, but it's a good representation of what the

     

 12  facility will be looking like.

     

 13          So the rail cars are represented here, the pumps

     

 14  are represented here through this and then it moves over

     

 15  to here, to the tanks.  There's -- these buttons down

     

 16  here, before the operator can begin turning on the pumps

     

 17  at all and looking at the pumps operating here at all,

     

 18  they have to have affirmative confirmation from the tank

     

 19  farm area that they are ready to receive the crude oil.

     

 20          When they have that affirmative confirmation

     

 21  from the tank farm area, then the buttons down here will

     

 22  change to green and allow them to begin the pumping

     

 23  process and allow the pumps to start.

     

 24          The number of -- there's a number of items

     

 25  represented here, which includes the flow rate through
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 01  each of the pumps and what's happening, as well as the

     

 02  pressure at each of those pumps going through the

     

 03  facility.  So this is one of the ways that the facility

     

 04  is managed remotely as well or from the office location.

     

 05     Q.   Thank you.

     

 06              MR. JOHNSON:  Page 39, please.

     

 07  BY MR. JOHNSON:

     

 08     Q.   If you could just briefly describe this photo.

     

 09     A.   Yes.  So this again is looking at the tank side

     

 10  of things where you have tank levels and you're looking

     

 11  at flow rate into the tanks and you're managing the

     

 12  tanks and able to see what the different volumes are of

     

 13  the tanks and then how the different alarms are set at

     

 14  different areas to stop the flow.

     

 15     Q.   Okay.

     

 16              MR. JOHNSON:  And page 40, please.

     

 17  BY MR. JOHNSON:

     

 18     Q.   And this is difficult to see, but maybe if you

     

 19  could just describe --

     

 20     A.   Yeah, I'll just describe it.  This is the area

     

 21  where you would set up all those alarms.  So what you

     

 22  would have on here is different variables or mechanisms

     

 23  where you would say, you would tell this is -- when it

     

 24  hits this level, I want an alarm.  And when it hits a

     

 25  higher level, I want a high-level alarm.  And when it
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 01  hits a different level other than that, shut the system

     

 02  off automatically.  So that's all designated in there.

     

 03          You can also designate basically in a facility

     

 04  like this or in areas like this if you see certain

     

 05  pressures change or differentiate to a certain level,

     

 06  then you can automatically shut down the facility.

     

 07          So this is another way where, one, they have

     

 08  their eyes on the facility, the people out there walking

     

 09  the facility.  You also have in the system here the

     

 10  ability to manually shut down the entire system if

     

 11  needed.  And then you also have the protections that are

     

 12  built in where it will automatically shut down if a

     

 13  threshold is triggered or a threshold is hit.

     

 14              MR. JOHNSON:  Thank you, Mr. Larrabee.

     

 15              Your Honor, at this point I would suggest

     

 16  that we stop with Mr. Larrabee today and pick up where

     

 17  he left off tomorrow.  There's not a lot of testimony

     

 18  left for him, but we certainly can't get through it

     

 19  today.  And we're also prepared to discuss with you what

     

 20  we want to get through tomorrow.  So whenever you're

     

 21  ready.

     

 22              JUDGE NOBLE:  Good.  That's fine.

     

 23              Thank you, Mr. Larrabee, for today.  You'll

     

 24  be back tomorrow.

     

 25              We have to go over what witnesses are
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 01  anticipated for tomorrow so that everyone watching will

 02  know and also so the council can be prepared and also to

 03  discuss the general subject matter that will be covered

 04  tomorrow.

 05              MR. JOHNSON:  All right.  Your Honor, first

 06  we would begin with Mr. Larrabee completing his

 07  testimony and I anticipate that to take perhaps another

 08  20 minutes or so, and then, of course, with

 09  cross-examination, council questions, et cetera, not

 10  included.

 11              We then will be presenting the testimony of

 12  Brian Carrico.  Mr. Carrico submitted prefiled written

 13  testimony.  His focus is primarily on land use

 14  consistency.  He primarily is focusing on rebuttal

 15  testimony related to the prefiled testimony of Mr. David

 16  Wechner and Mr. Eric Holmes.  He may also briefly refer

 17  to some prefiled testimony or some photographs submitted

 18  by Mr. Hicks and Broncheau and Mr. Dan Monaghan,

 19  although those aren't his primary focus.

 20              We would then like to call Mr. David

 21  Corpron.  Mr. Corpron is a fact witness related to the

 22  design of the facility.  As Mr. Larrabee has been

 23  testifying to operations, Mr. Corpron will be testifying

 24  to design.  He did not file prefiled written testimony,

 25  so there's not a rebuttal component there.
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 01              Then we want to move through the testimony

 02  of Mr. Dan Shafar.  He did file prefiled written

 03  testimony.  He basically focuses on civil engineering

 04  issues, and will be primarily rebutting Mr. Tyler Clary.

 05  And if we have time, and I'm not suggesting we will, on

 06  deck, we would have Mr. Marc Bayer who also filed

 07  prefiled testimony.  He primarily will be focusing on

 08  marine navigation issues, and primarily rebutting the

 09  testimony of Ms. Susan Harvey and also Blaine Parker.

 10              And if we got all the way through that, we

 11  would be doing really well.

 12              JUDGE NOBLE:  I don't hold out a lot of hope

 13  for that.

 14              All right.  We are going to now adjourn so

 15  that the council can do the site visit, and I want to

 16  make sure that all of the parties who wish to go with

 17  the council, contact Ms. Wraspir over there and make

 18  sure you have all the requirements for doing that.

 19              Is there anything we need to do on the

 20  record before we adjourn for the day from anyone?

 21  Nothing?

 22              In that case, we are adjourned until 9:00

 23  tomorrow morning.

 24              I'll be here earlier so if there's something

 25  we need to do off the record, we can do it.
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