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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF CALIFORNIA

In the matter of Application of Crimson California 
Pipeline L.P. (PLC-26) for Authority to Increase 
Rates for its Crude Oil Pipeline Services.

Application 16-03-009 
(Filed March 11, 2016) 

MOTION TO COMPEL DISCOVERY

I. INTRODUCTION

Pursuant to Rule 11.3 (a) of the California Public Utilities Commission (“Commission” ) 

Rules of Practice and Procedure (“Rules”), Phillips 66 Company (“Phillips”) respectfully 

submits this motion to compel further responses from Crimson California Pipeline L.P. 

(“Crimson”) to Phillips’ First Set of Data Requests and Second Set of Data Requests 

(collectively, the “Data Requests”). 

II. BACKGROUND

Phillips provided the First Set of Data Requests, provided here as Attachment A, to 

Crimson on August 31, 2016, two weeks after receiving Crimson’s Direct Testimony in the 

Proceeding.  Phillips provided its Second Set of Data Requests provided in Attachment B, to 

Crimson on September 2, 2016.  Crimson provided a response to the First Set of Data Requests, 

provided as Attachment C, on September 16, 2016, with a supplemental response, provided as 

Attachment D, on September 19, 2016.  Crimson responded to the Second Set of Data Requests, 

provided as Attachment E, on September 22, 2016.   

Crimson’s responses were grossly deficient.  The responses were rife with boilerplate 

objections, and failed to provide relevant information critical to Phillip’s ability to adequately 
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respond to Crimson’s Application.  In an effort to have Crimson provide adequate responses, 

Phillips met and conferred with Crimson on October 4, 2016; Crimson subsequently provided 

supplemental responses on October 11, 2016 (“Supplemental Responses”), provided here as 

Attachment F.  Phillips has reviewed the Supplemental Responses and determined that 

Crimson’s responses remain deficient, and therefore filed the instant Motion.       

III. PHILLIPS’ MEET AND CONFER WITH CRIMSON

In accordance with Commission Rule 11.3 (a), on October 4, 2016, Phillips and Crimson 

engaged in a meet and confer via telephone in a good faith effort to informally resolve Phillips’ 

concerns related to certain objections of Crimson to the Data Requests and Crimson’s failure to 

respond, in whole or in part, to certain Data Requests (the “Meet and Confer”).  Counsel for 

Crimson, James Squeri, a representative of Crimson, David Allison; consultants to Crimson, Bob 

Read and Mike Ostrowski; counsel for Phillips, Allison Smith and Rich Bonnifield; and 

consultant to Crimson, Cass Palazzari attended the Meet and Confer.  The Meet and Confer 

lasted for approximately two hours.   

During the Meet and Confer, Crimson agreed to furnish certain additional information to 

Phillips and, related to certain Data Requests, confirm that no additional responsive information 

was available.  This Motion addresses those Data Requests for which Crimson maintained its 

objections and was unwilling to provide further responsive information.    

IV. PHILLIPS’ DATA REQUESTS REQUIRING ADDITIONAL RESPONSES

Commission Rule 10.1 provides that parties may obtain discovery from any other party 

regarding any matter that is relevant to the subject matter involved in the proceeding, if the 

matter is itself admissible in evidence or appears reasonable calculated to lead to the discovery of 

admissible evidence, unless the burden, expense, or intrusiveness of that discovery clearly 
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outweighs the likelihood that the information sought will lead to the discovery of admissible 

evidence.  Each of the Data Requests Phillips served on Crimson sought discovery of 

information, data, or documentation that is relevant to the Commission’s evaluate of the 60% 

rate increase sought by Crimson in this Proceeding.  Nevertheless, Crimson objects to and has 

declined to provide full responses to many of Phillips’ Data Requests.  Phillips, therefore, now 

moves to compel Crimson to provide full responses to the following Data Requests.  

A. INSUFFICIENT RESPONSE TO PHILLIPS 1-11. 

In Data Request Phillips 1-11, Phillips asked Crimson where its offices are located and 

how corporate office costs are allocated to the pipeline systems that are the subject of this 

Proceeding (the “Crimson Pipelines”).  Crimson responded directly to the first portion of the 

Data Request regarding the location of Crimson offices.  For the second portion of the Data 

Request, Crimson referred to its response to Tesoro data request TRM 29.  TRM 29 included ten 

subparts and asked follow-up questions regarding an earlier Tesoro data request, TRM 12.  

Information and data provided by Crimson in response to TRM 29 included: 

(i) A spreadsheet entitled Crimson Midstream Model, Allocations, Current Corporate 

Allocations, with line items for Gulf, SoCal, KLM, Other, CRE, and Delta 

(“Midstream Model Spreadsheet,” provided here as Attachment G); 

(ii) Reference to the response to TRM 26, for which Crimson provided a spreadsheet 

of operating expenses for Crimson for 2014;  

(iii) Reference to the response to TRM 12, in particular to subpart (e), regarding Line 

15 of Application Exhibit MJW-4, Operating Expenses, Account 560, Insurance; 

subpart (g), which related to Line 1 of Operating Expenses, Account 300, 

Operating Expenses, and subpart (i), regarding Operating Expenses Line 3, 
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Account 360, Outside Services.  In response to TRM 12(g), Crimson disclosed 

that an alternate allocation percentage reflecting a two factor formula was used for 

certain corporate functions.  This is an apparent contradiction to the Direct 

Testimony of Robert L. Waldron, dated August 17, 2016 (“Waldron Testimony”) 

at Page 11, Lines 8-10; 

(iv) The amount paid by Crimson for legal services in 2014; 

(v) Invoices for legal services and consulting services in 2016; 

(vi) Reference to the Waldron Testimony; 

(vii) Reference to the Direct Testimony of Larry W. Alexander, dated August 17, 2016 

(“Alexander Testimony”);

(viii) Reference to the response to TRM 20, for which Crimson provided a worksheet 

entitled Crimson California Pipeline, Historical Asset Maintenance Detail, certain 

Authorities for Expenditures (“AFEs”), and a worksheet related to tank 

inspections; 

(ix) The statement that Crimson added seven employees related to 

maintenance/operations in 2015. 

In regards to TRM 29 subpart (f), on the allocation methodology used for the expenses included 

in Account 590, Other Expenses, included in Crimson’s Operating Expenses (Crimson 

Application, Exh. No. MJW-4), Crimson responded that the request was irrelevant and unduly 

burdensome.  The above Tesoro data request and Crimson’s response is largely unrelated to the 

allocation of corporate costs, in particular to Phillips’ question on office costs. 

Of the information above that Crimson referenced as responsive to Phillips 1-11, items (i) 

and (iii) of those listed above relate in some respects to corporate allocations.  However, the 
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Midstream Model Spreadsheet lists “Current Corporate Allocations” among five asset categories, 

providing percentages for each entity of Total Assets, Gross Margin, and Operating Employees.  

The Midstream Model Spreadsheet is not responsive to how corporate office costs are allocated 

to the Crimson Pipelines.   Further, no workpapers were provided to show the computations of 

the percentages including whether total assets were based on gross assets or assets net of 

accumulated depreciation, how the operating employees were determined given that Crimson has 

shown that operating employees proportion their time to various operating entities, and whether 

the gross margin is equal to gross revenues less cost of goods sold. 

 In the Alexander Testimony, Mr. Alexander, the President of Crimson, explained that the 

general partner of Crimson is Crimson Pipeline, LLC, which is wholly owned by Crimson 

Midstream Operating, LLC.  Crimson Midstream Operating, LLC is wholly owned by Crimson 

Midstream Holdings, LLC, with Crimson Midstream Holdings, LLC being privately held.  While 

Crimson has not provided detailed information on the other pipeline systems under common 

control by the owner of Crimson Midstream Holdings, LLC, the Midstream Model Spreadsheet 

shows allocations among five different asset categories, which we can infer to include the 

Crimson Pipelines, the KLM Pipeline, and pipelines within Louisiana and the Gulf of Mexico 

owned by Crimson Gulf LLC.  The Midstream Model Spreadsheet implies certain costs are 

incurred at the level of Crimson Pipeline, LLC, Crimson Midstream Operating, LLC, and 

Crimson Midstream Holdings, LLC and are common to the five asset categories (generally, 

“Corporate Costs”) and thus allocated among them.   

In this Proceeding, the Commission will evaluate the cost of service for the Crimson 

Pipelines, including the operating expenses for the Crimson Pipelines as one component of the 

cost of service.  In order for the Commission, as well as Phillips and other shippers on the 
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Crimson Pipelines that are participating in this Proceeding (the “Shippers”), to assess the 

operating expenses that Crimson claims are for the Crimson Pipelines, the Commission must 

have information on the two types of operating expenses that Crimson Pipelines has: those 

directly incurred or attributable to Crimson Pipelines, and those corporate costs that are allocated 

by the parent companies to the Crimson Pipelines.  Without information on what corporate costs 

are allocated to the Crimson Pipelines and the justification for those corporate costs to be 

allocated to the Crimson Pipelines (including a listing of such costs by corporate level 

departments such as Human Resources, Information Technology, Legal, Accounting, etc.) rather 

than other asset categories, neither the Commission, nor the Shippers, can properly evaluate the 

operating expenses that Crimson claims in its cost of service.

B. INSUFFICIENT RESPONSE TO PHILLIPS 1-12. 

In data request Phillips 1-12, subpart (b), Phillips requested that Crimson provide 

throughput and related revenues by origin and delivery for each month from January 1, 2015 to 

August 31, 2016.  In response to Phillips 1-12, Crimson objected that the request was vague and 

ambiguous, unduly broad and burdensome, not likely to lead to the development of relevant 

evidence, and a premature effort to engage in cross-examination.  Crimson also provided in 

response reference to Page 15 of the Alexander Testimony, and responses to Tesoro data 

requests TRM 17 and TRM 34 and Valero data request V 1-6. 

Page 15 of the Alexander Testimony provides Mr. Alexander’s testimony on projected 

throughput for the Crimson Pipelines for 2016, which goes to subpart (a) of Phillips 1-12.  

Subpart (a) is not the subject of this Motion. 

TRM 17 requested information related to that sought in Phillips 1-12, including TRM 

subpart (a), the receipt and delivery points on the Crimson Pipelines; TRM 17 subparts (b) and 
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(c), the throughput and revenue on each of the Crimson Pipelines; and TRM 17 subpart (h), 

transportation volumes for 2014 and 2015, broken down by stream.  Crimson provided responses 

to TRM 17  subparts (a) to (c).  However, these responses do not provide throughput and revenue 

by origin and delivery point, as requested in Phillips 1-12, nor do the TRM 17 responses provide 

data by month or for 2016 through August 31, 2016.  Therefore, Crimson’s responses to TRM 17 

are not responsive to Phillips 1-12, subpart (b). 

TRM 34 was a follow up to TRM 17, to request those items responsive to TRM 17 that 

Crimson had not provided to Tesoro.  Crimson’s response to TRM 34 related to throughput or 

revenue was a spreadsheet providing the annual throughput volumes of the Crimson Pipelines, 

broken down into five segments, including through July 2016 (“Throughput by Segment 

Spreadsheet,” provided here as Attachment H).  The Throughput by Segment Spreadsheet does 

not provide throughput by origin or destination, throughput volumes by month, or associated 

revenue.  Therefore, the Throughput by Segment Spreadsheet is not responsive to Phillips 1-12. 

Data request V 1-6, subpart (c)1 requests Crimson’s monthly volumes by origin and 

destination from January 2012 to the present.  In response to V 1-6, Crimson provided system-

wide annual volume information for 2014 and 2015.  This information is likewise not response to 

Phillips 1-12, which requested information on a monthly basis, by origin-deliver point, along 

with associated revenue.

During the Meet and Confer, Phillips asked if Crimson would provide the throughput and 

revenue information on the level of detail requested in Phillips 1-12.  Crimson responded that the 

requested information was irrelevant, though in the Supplemental Responses, Crimson did 

provide Adobe PDF files showing throughput and revenue by month at the appropriate detail.  

However, in order to meaningfully assess the additional information provided, Phillips requires 

1 Other subparts of V 1-6 are not related to Phillips 1-12.
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the data in live format in an Excel spreadsheet.  Phillips needs to be able to review the running 

twelve-month volume and revenue by rate type to evaluate the trend in revenue under for each 

tariffed rate.

Despite Crimson’s objection to the relevancy of Phillips 1-12, being able to thoroughly 

evaluate the data provided in subpart (b) of Phillips 1-12 is directly relevant to the present 

Proceeding.  Crimson’s Application and Testimony assume declining throughput and associated 

revenue in the Test Year.  Crimson points to a decline in overall throughput in 2015 as evidence 

supporting its assumed continued decline in the Test Year.  This assumption on projected 

declines underpins Crimson’s claim that it does not recover sufficient revenue to cover operating 

expenses, and will continue to fail to have a sufficient revenue stream from the Crimson 

Pipelines without a rate increase.

C. INSUFFICIENT RESPONSE TO PHILLIPS 1-15. 

Phillips 1-15, subpart (b) asked Crimson to explain how recent crude oil price increases 

have impacted Crimson in relation to its sale of oil from the Product Loss Allowance (“PLA”) 

associated with the Crimson Pipelines.  In its response, Crimson objected that the request is 

vague and ambiguous, unduly broad and burdensome, not likely to lead to the development of 

relevant evidence and a premature effort to engage in cross-examination.  Crimson provided 

PLA workbooks responsive to subpart (a) of Phillips 1-15 and referred to the Alexander 

Testimony at Page 14.  This portion of the Alexander Testimony addresses a projected decline in 

fuel and power costs, based on lower throughput, but does not address recent crude oil price 

increases or PLA projections.   

During the Meet and Confer, Crimson objected to providing an explanation of how recent 

crude oil prices have impacted Crimson.  This objection is without merit, as Crimson itself has 
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included certain oil price trends in its Application and Testimony.  Crimson has provided futures 

crude prices for the remainder of 2016 that project a steady increase in prices.  (Amended 

Application, Exh. No. MJW-3.)  Yet, Crimson has based its decline in revenue for the Test Year 

on not only a decline in throughput, but also an average expected crude price that is lower than 

the futures prices provided by Crimson.  The current price of oil2 is on par with the futures prices 

of $49.49 and 49.93 per barrel for September and October 2016, respectively, in Exhibit No. 

MJW-3 to the Amended Application, rather than the lower average price used by Crimson in its 

calculations in the Amended Application.  Crimson’s projected decline in revenues for the Test 

Year from decreased throughput if production declines as a result of lower oil prices, and from 

lower prices from Crimson’s PLA sales, correlates to its purported revenue shortfall and inability 

to recover its operating expenses for the Crimson Pipelines.  With a continued increase in oil 

prices since Crimson filed its Application, how this increase in prices has affected Crimson’s 

PLA revenues is pertinent to this Proceeding and the Commission’s ability to assess the validity 

of Crimson’s assumptions on continued revenue decline for the Test Year. 

D. INSUFFICIENT RESPONSE TO PHILLIPS 1-20. 

Phillips 1-20 asked Crimson to explain how its field employees log the time worked on 

each of the Crimson Pipelines, by company cost center or expense center.  In response, Crimson 

objected to the request as unduly broad and burdensome and not likely to lead to the 

development of relevant evidence.  Further, Crimson referenced its response to Phillips 1-19.   

In response to Phillips 1-19, Crimson provided a spreadsheet on Crimson Midstream 

employee count, function, and allocation (“Crimson Midstream Employee Spreadsheet,” 

provided here as Attachment I).  Providing the number of employees for Crimson Midstream’s

2 Closing price of WTI Crude Oil was $49.86 per barrel on the New York Mercantile Exchange on October 12. 
2016.
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southern California operations, with the percentage allocation for each employee to Crimson 

Midstreams’ subsidiaries is not responsive to Phillips 1-20.  Phillips 1-20 seeks information in 

order to understand the allocation percentages in the Crimson Midstream Employee Spreadsheet.  

The Commission needs to assess how labor costs across Crimson and its sister companies are 

allocated to each entity, in order to evaluate the validity of the cost figures for employee salary 

and benefits that Crimson has included in its operating expenses.  Crimson has projected 

increased operating expenses for the Test Year; coupled with purportedly declining revenues, 

Crimson makes its case for the proposed 60%  increase in rates.  If the employee labor costs 

allocated to Crimson and included in the operating expenses are not justified, this undermines 

Crimson’s case.  Therefore, information on allocation of labor costs is relevant, and essential, to 

the Commission’s evaluation of the proposed rate increase. 

E. INSUFFICIENT RESPONSE TO PHILLIPS 1-21. 

Similar to Phillips 1-20, Phillips 1-21 requests information on how office employees log 

the time worked on the Crimson Pipelines by company cost center or expense center.  In 

response, Crimson again referenced its response to Phillips 1-19.  In the Supplemental 

Responses, Crimson stated that employee percent allocations are driven by Crimson’s corporate 

allocation methodology:  assets, gross margins, and operating employees.  This statement is 

consistent with the Waldron Testimony, but neither Crimson’s response nor its Direct Testimony 

provide the explanation that Phillips has requested in an effort to understand cost allocations to 

the Crimson Pipelines.   

As stated above with respect to the insufficient response to Phillips 1-20, Crimson’s 

response to Phillips 1-19 is not responsive to how office employees allocate their time worked on 

the Crimson Pipelines.  The Supplemental Responses provide no more explanation than the 
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Waldron Testimony.  The allocation of employee costs to Crimson is central to the 

Commission’s evaluation of the operating expenses that Crimson claims for the Test Year.  

Crimson’s justification for the proposed rate increase rests on its operating expenses, versus its 

revenue.

F. INSUFFICIENT RESPONSE TO PHILLIPS 1-22. 

Phillips 1-22 asked Crimson to explain and list the corporate parent or affiliates that 

allocate corporate overhead operating costs to Crimson.  As with Phillips 1-11, in response to 

Phillips 1-27, Crimson referred to its response to Tesoro data request TRM 29.  As explained 

above in Section IV.A, on the insufficiency of the response to Phillips 1-11, Crimson provided 

the Midstream Model Spreadsheet in response to TRM 29.  The  Midstream Model Spreadsheet 

may relate to Crimson Midstream Operating, LLC or Crimson Midstream Holdings, LLC, or 

both - it is not clear.  Though the Midstream Model Spreadsheet provides certain information on 

the percentage allocation of corporate overhead to the five listed asset categories, it is not 

responsive to Phillips 1-22, in asking for an explanation and a list of the corporate parent or 

affiliates whose costs are allocated to Crimson.

In response to Phillips 1-22, Crimson also referenced the Waldron Testimony, though did 

not provide a particular portion of the testimony as responsive.  The Waldron Testimony 

addressed Crimson’s costs for providing regulated service and stated that shared operations 

support and corporate overhead are included among Crimson’s operating expenses.  With 

regards to both shared support costs and corporate overhead, the Waldron Testimony stated that 

the costs are assigned to Crimson based on their relative proportion of total assets, gross margins, 

and number of operating employees.  (Waldron Testimony at 5-6.)   This testimony does not 
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respond to the question of which corporate parent or affiliate uses this methodology to allocate 

corporate overhead costs to Crimson or why.   

During the Meet and Confer, Crimson stated it would not provide additional information 

responsive to Phillips 1-22.  Crimson’s steadfast refusal to provide additional data and to explain 

the allocation of corporate overhead costs to Crimson calls into question the validity of the 

operating expenses that Crimson has cited to as necessitating the proposed 60% rate increase.  

The Commission needs to be able to evaluate the operating expenses claimed by Crimson and 

the information sought in Phillips 1-22 would assist in that evaluation. 

G. INSUFFICIENT RESPONSE TO PHILLIPS 1-23. 

In Phillips 1-23, Phillips requested an explanation of the basis and the methods used to 

directly assign corporate costs and allocated indirect corporate costs to Crimson and requested 

any related workpapers.  In addition, Phillips 1-23 asked Crimson to explain whether the 

corporate overhead allocation percentages are re-determined once annually or at some other 

interval.  In response, Crimson referred to its response to Phillips 1-22.   

Similar to the other Data Requests that go to the question of the allocation of costs to 

Crimson, during the Meet and Confer Crimson declined to provide additional information to 

Phillips.  In its response, Crimson adequately addressed the question of how often corporate 

overhead allocations are re-determined.  However, the basis for the direct assignment of direct 

corporate costs and allocation of indirect corporate costs is not addressed in Crimson’s response 

to Phillips 1-22, which refers to TRM 29 and the Waldron Testimony.  As noted above in 

Section IV.E, the Waldron Testimony provides a sentence on the assignment of costs to Crimson 

based on their relative proportion of total assets, gross margins, and number of operating 

employees.  The Midstream Model Spreadsheet provided in response to TRM 29 includes 
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percentages of corporate overhead allocated to five asset categories.   The basis and methodology 

for the allocation of this percentage of costs to the Crimson Pipelines, sought through Phillips 1-

23, remain unanswered. 

H. INSUFFICIENT RESPONSE TO PHILLIPS 1-25. 

Phillips 1-25 requested information on the book depreciation expense that Crimson 

provided in the Statement of Income provided with the Application.  (Application, Exh. B.)  

Phillips 1-25 comprised five subparts, four of which Phillips discussed with Crimson during the 

Meet and Confer.   

Neither Crimson’s first response to Phillips 1-25, nor the Supplemental Responses, 

provided computations or workpapers related to the book depreciation expense, requested in 

Phillips 1-25, subpart (a).  Similarly, computations requested in Phillips 1-25 subpart (e), that 

related to the provided tax depreciation figures, have not been provided.  Subpart (b) of Phillips 

1-25 requested book depreciation amounts by month for 2015 and 2016.  Crimson has not 

provided these amounts in the Supplemental Responses.   

During the Meet and Confer, Crimson state that it would consider what additional 

information it would provide on Phillips 1-25 subparts (a), (b), (c), and (e).  The Supplemental 

Responses following the Meet and Confer provided information on subpart (c), but not subpart 

(a), computations and workpapers; subpart (b), book depreciation amounts by month; or subpart 

(e), computations related to tax depreciation.   

The Commission will evaluate each of the elements of the cost of service that Crimson 

has presented in this Proceeding to support the proposed rate increase.  Phillips 1-25 seeks to 

understand the depreciation expense line item in the Statement of Income.  Depreciation expense 
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is relevant here because it is one element of the costs of service, and also impacts Crimson’s rate 

base, and thus its return on rate base. 

I. INSUFFICIENT RESPONSE TO PHILLIPS 1-34. 

In Phillips 1-34, Phillips asked Crimson to explain how it allocates or directly assigns 

costs to the KLM Pipeline, the other major set of pipeline assets owned by Crimson.  Crimson 

objected to Phillips 1-34 on grounds of relevance.  Crimson’s sole response was to refer to its 

response to TRM 29 and the Waldron Testimony, as it did in response to Phillips 1-22 and 

Phillips 1-23.  During the Meet and Confer, Crimson restated its objection to the request as 

irrelevant, and declined to furnish additional responsive information to Phillips. 

As Phillips explains above in Sections IV.F and IV.G, because of the other assets owned 

by Crimson’s parent companies and the KLM Pipeline owned directly by Crimson, the question 

of what operating expenses are attributed to the Crimson Pipelines that are costs common to all 

of Crimson Midstream Holdings, LLC’s assets, is directly relevant to evaluating the cost of 

service in this Proceeding.   

J. INSUFFICIENT RESPONSE TO PHILLIPS 1-37. 

Phillips requested the distance in miles between each origin point and destination point of 

the Crimson Pipelines in Phillips 1-37, and how the mileage was determined.  In response to 

Phillips 1-37, Crimson referenced its response to Tesoro data request TRM 1, for which Crimson 

provided a general map of the Crimson Pipelines system.  The Supplemental Responses for 

Phillips 1-37 stated that Crimson has provided a map of its system. 

Crimson’s initial response, and the Supplemental Responses are not responsive to 

Phillips’ request for mileage between origin and destination points.  Details of the facilities that 

are the subject of this Proceeding, including of the different segments of the Crimson Pipelines 
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that are of varying lengths and are subject to varying rates (but for which a flat 60% rate increase 

is sought) are relevant to this Proceeding. 

K. INSUFFICIENT RESPONSE TO PHILLIPS 1-39. 

Phillips 1-39 asked for clarification of the Direct Testimony of Matthew A. Petersen, 

dated August 17, 2016 (“Petersen Testimony”).  In the Petersen Testimony, Mr. Petersen 

explained that he developed the initial rate base for the Inglewood segment of the Crimson 

Pipelines by reference to a rate filing made by Chevron in August 2008.  (Petersen Testimony at 

Page 11, Lines 4-10.)  That rate filing included the Inglewood segment and the KLM Pipeline, 

which Crimson subsequently purchased in 2016.  Mr. Petersen determined that the pipeline 

mileage of the Inglewood segment was 2.96 percent of the pipeline system in Chevron’s 2008 

rate filing; Mr. Petersen therefore considered the Inglewood segment to comprise 2.96 percent of 

the original cost rate base reflected in the 2008 rate filing.  In subpart (c) to Phillips 1-39, Phillips 

asked Crimson to explain whether Crimson has likewise valued the KLM Pipeline initial rate 

base based on 97.04 percent of the assets in the 2008 rate filing.     

In its response to Phillips 1-39, Crimson did not include a response to subpart (c).  During 

the Meet and Confer, Phillips stated that it would not provide additional responsive information 

related to the KLM Pipeline.  

To reiterate the relevance of the KLM Pipeline, Crimson directly owns two major sets of 

pipeline systems, the Crimson Pipelines and the KLM Pipeline.  Crimson acquired the KLM 

Pipeline in March 2016, the same month that Crimson filed the Application seeking a 60% 

increase in rates for the Crimson Pipelines.  The Commission will need to understand in this 

Proceeding whether the ratepayers of the Crimson Pipelines are being asked to pay for the 

Inglewood assets based on a different valuation than is reflected in the valuation of the KLM 
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Pipeline in the Commission’s approval of the KLM Pipeline acquisition in the proceeding on 

Application No. 15-05-005.  If Crimson has valued the KLM Pipeline in a different manner than 

looking to the KLM Pipeline mileage percentage and taking that percentage of the original cost 

rate base reflected in Chevron’s 2008 filing, it calls into question the validity of using this 

methodology to determine the initial rate base for the Inglewood segment.  Crimson now owns 

all of the assets that were the subject of the 2008 filing - the KLM Pipeline and the Inglewood 

pipeline segment - and Crimson’s rate base methodogoloy is questionable if it values those two 

sets of assets differently.

L. INSUFFICIENT RESPONSE TO PHILLIPS 1-40. 

Phillips 1-40 subpart (a) requested that Crimson provide the pipeline miles and diameters 

for the segments listed in the Direct Testimony of Matthew A. Petersen, dated August 17, 2016.  

Responding to Phillips 1-40, Crimson referenced its response to Tesoro data request TRM 1, a 

general map of the Crimson pipeline systems.  Despite Phillips’ further request for this 

information during the Meet and Confer, Crimson has refused to provide it. 

As discussed above in Section IV.J, information on the facilities comprising the Crimson 

Pipelines will allow the Commission and the Shippers to evaluate the rate base calculated by 

Crimson, in particular, whether the costs associated with acquired assets, only some of which 

have been placed in service and are part of the Crimson Pipelines at issue in this Proceeding, 

have been properly allocated to those segments in this Proceeding.  In addition, it has been raised 

in the Proceeding whether the rate design for the Crimson Pipelines should be modified.  The 

differing characteristics of the various segments of the Crimson Pipelines are necessary to 

evaluate proposed rate reform scenarios. 

M. INSUFFICIENT RESPONSE TO PHILLIPS 1-45. 
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Phillips 1-45 requested additional information related to the Waldron Testimony on the 

allocation of shared operations support costs to Crimson.  (Waldron Testimony at Page 5, Lines 

1-3, 17-21.)  Mr. Waldron testifies that shared support costs are primarily assigned to Crimson 

based on their relative proportion of total assets, gross margins, and number of operating 

employees to Crimson’s pipeline entities.  (Id. at Lines 18-20.)   

In Phillips 1-45 subpart (f), Phillips asked Crimson to explain and describe all cost 

centers and their operating functions included in the shared support cost locations.  In response, 

Crimson referenced the Waldron Testimony generally and Crimson’s response to Phillips 1-19.  

The response to Phillips 1-19 was the Crimson Midstream Employee Spreadsheet, discussed in 

Section IV.D, above.  The Crimson Midstream Employee Spreadsheet provides a percentage 

allocation for each employee (generically identified as Employee 1, Employee 2, etc. for SoCal 

Operations, Control Center, Crimson California Admin, Control Center Admin, Midstream CA 

Admin, and Midstream CO Admin) across each of twelve operations or administrative sections 

of Crimson Midstream Holdings, LLC and its subsidiaries.   

The Crimson Midstream Employee Spreadsheet does not describe cost centers and their 

operating functions, responsive to Phillips 1-45 subpart (f).  The Supplemental Responses 

address Phillips 1-45 subpart (e) and provide examples of types of operating employee roles and 

administrative employee roles.  No other Data Request responses or other portions of the 

Waldron Testimony explains or describes the cost centers included in the shared operations 

support cost locations or explains whether administrative functions fall within shared operations 

support or corporate allocations.  As discussed above in Section IV.A, the allocation of costs to 

the Crimson Pipelines is essential to the Commission’s evaluate of the operating expenses that 

Crimson claims in its cost of service.
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N. INSUFFICIENT RESPONSE TO PHILLIPS 2-2. 

In subpart (a) of Phillips 2-2, Phillips requested a map showing all new pipeline 

interconnections made over the last three years.  In response, Crimson referred to its response to 

TRM 1, which included a general map of Crimson’s pipeline systems.  As Tesoro’s data request 

do not ask for information on new interconnections, this is not delineated on the TRM 1 map.  

The Supplemental Responses did not provide a depiction of new pipeline interconnection points. 

In subpart (c) of Phillips 2-2, Phillips requested the capital cost for each interconnection 

project in the last three years.  In its response to Phillips 2-2, Crimson did not include 

information responsive to subpart (c).  During the Meet and Confer, Crimson stated that the 

capital cost of each interconnection project was not available.  It seems infeasible that Crimson 

would have no records of such capital cost projects in recent history.  Information on these 

capital costs is directly relevant to the cost of service that Crimson presents in the Application 

and its Testimony.  Therefore, Phillips requests that the Crimson be directed to respond to 

Phillips 2-2, subparts (a) and (c). 

O. INSUFFICIENT RESPONSE TO PHILLIPS 2-27. 

In subpart (b) to Phillips 2-27, Phillips requested an explanation of Crimson’s financing 

of its purchase of the KLM Pipeline.  In its response, Crimson objected to Phillips 2-27 as 

irrelevant and did not further address Phillips 2-27, subpart (b).  In the Meet and Confer, 

Crimson stated that it objected to providing information on the purchase of the KLM Pipeline on 

grounds of relevance.  Phillips moves to compel Crimson to explain how Crimson financed the 

purchase of the KLM Pipeline.  Crimson’s purchase of the KLM Pipeline was approved by the 

Commission on March 17, 2016.  The prior week, on March 11, 2016, Crimson filed the 

Application, requesting a rate increase of 60% for its other major asset group, the Crimson 
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Pipelines.  The financial health of Crimson and its portfolio of assets, including the KLM 

Pipeline and Crimson Pipelines, are inextricably linked.  Crimson seeks a 60% rate increase for 

one set of assets - the Crimson Pipelines - based on purported financial straits, while declining to 

provide information on its acquisition within the same month of a separate, significant set of 

assets - the KLM Pipeline, while claiming that the financing of the KLM Pipeline is irrelevant to 

the company’s financial position with regards to the Crimson Pipelines.  Therefore, Phillips 

requests that Crimson be directed to respond to Phillips 2-27, subpart (b). 

P. INSUFFICIENT RESPONSE TO PHILLIPS 2-34. 

In Phillips 2-34, Phillips asked for an explanation of why Dr. Webb considers Tall Grass 

Energy Partners, L.P. to be a pipeline company, such that it would be included in Dr. Webb’s 

proxy group of small companies in Exhibit No. MJW-7 to the Application.  Crimson’s response 

stated “Dr. Webb is aware that Tall Grass owns significant oil assets (e.g. Pony Express).”  

During the Meet and Confer, Phillips requested additional information on the rather simplistic 

explanation provided.  Crimson indicated that it would provide additional explanation, though 

Phillips 2-34 was not included in the Supplemental Responses.  Phillips requests that this 

explanation be provided. 

Q. INSUFFICIENT RESPONSE TO PHILLIPS 2-42. 

Phillips has requested from Crimson the independent auditor letters for Crimson from the 

last four years, as well as information on material weaknesses found by the auditor in its review 

of Crimson’s financial statements.  The KPMG LLP Independent Auditors’ Report provided by 

Crimson in response to Phillips 2-42 does not provide any information on material weaknesses 

identified by KMPG LLP during its audit.  Crimson’s requested rate increase is predicated on its 
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purported precarious financial position, with insufficient income to cover operating expenses.3

Thus, contrary to Crimson’s objections that the requested information is unlikely to lead to the 

production of relevant evidence, knowledge of the independent auditor’s findings of material 

weaknesses in Crimson’s financial statements bear directly on this Proceeding.  Phillips requests 

that Crimson be directed to respond to Phillips 2-42, subpart (b). 

R. INSUFFICIENT RESPONSE TO PHILLIPS 2-50. 

Phillips 2-50, subpart (e) requested the posted prices for Midway Sunset crude oil for 

each month of 2015 and 2016 to date.  Phillips 2-50 referenced Page 11, Lines 13-15 of the 

Alexander Testimony, which states that the sales price for Crimson’s PLA barrels is based on the 

average of posted prices for Midway Sunset crude oil.  Crimson’s response objected to Phillips 

2-50 on grounds of relevance and did not provide information responsive to subpart (e).  During 

the Meet and Confer, Crimson stated that if it had data on Midway Sunset crude oil prices, it 

would provide it. 

The Supplemental Responses do not include Phillips 2-50.  Phillips requests that Crimson 

be directed to provide this price information to Phillips.  Mr. Alexander testifies that in 2015, 

Crimson sold approximately 183,000 barrels of oil.  (Alexander Testimony at Page 11, Line 15.)  

Crimson includes PLA revenues in its rate of return summary and projects that those revenues 

will decrease by $2 million in the Test Year, as compared with 2015 revenues.  (Application, 

Exh. No. MJW-3a.)  Phillips seeks information on the pricing of Crimson’s PLA sales in order to 

evaluate the projected decline in revenue from such sales in the Test Year.  Phillips requests that 

Crimson be directed to provide responsive information to Phillips 2-50 subpart (e). 

3 See, for instance, the Amended Application at 2.
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SECOND SET OF DATA REQUESTS OF PHILLIPS 66 COMPANY 
 

 Pursuant to Rule 10.1 of the California Public Utilities Commission (“Commission”) 

Rules of Practice and Procedure, Phillips 66 Company (“Phillips”) requests that within ten (10) 

days of receipt of this Second Set of Data Requests, Crimson California Pipeline L.P. 

(“Crimson”) respond to each of the following Data Requests.  Please provide documents, 

responses, or objections to: 
 
Seth D. Hilton 
Stoel Rives LLP 
Three Embarcadero Center, Suite 1120 
San Francisco, CA  94111 
Telephone:  (415) 617-8943 
Facsimile:  (415) 617-8907 
Email:  seth.hilton@stoel.com 

 
INSTRUCTIONS AND DEFINITIONS 

1. For each Data Request, provide all documents, knowledge, or information that is 

responsive to the Data Request and that is in the possession of Crimson, its employees, agents, 

experts, consultants, or any person acting on Crimson's behalf. 

2. In responding to each Data Request, provide the text of the Data Request along 

with the response, provide the name of the person or persons answering the Data Request, the 

title of such person(s), and the name of the witness or witnesses who will be prepared to testify 

concerning the matters contained in each response or document produced. 

3. Each Data Request is continuing in nature.  Any information or document 

discovered subsequent to the response(s) by Crimson to the Data Requests must be seasonably 

brought to Phillip’s attention through supplemental responses. 

4. For any information or document that is responsive to any Data Request but is 

withheld under an assertion of confidentiality or privilege, state the following with respect to 

each document in order to permit adjudication of the validity of any such claim: 

(a) the privilege asserted and its basis; 

(b) the nature of the document withheld (e.g., letter, memorandum, etc.); 
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(c) the title or label of the document; 

(d) the date of the document; 

(e) the author(s) of the document; 

(f) the identity of all persons who saw, received, or were intended to see or receive 

the original or copies of the document; 

(g) the length of the document; 

(h) the location of the original and each copy of the document; and 

(i) the subject matter covered by the document. 

5. If any document responsive to any Data Request have been lost or destroyed, 

provide a description of each document, state the date of each document, the last known location 

of each document, the last person in custody or control of the document, and the reason for the 

loss or destruction. If you do not know, or cannot recall, whether particular responsive 

documents exist, or if such documents are missing, state the efforts made to ascertain their 

existence.   

6. The term “identify” means to describe any document or tangible thing responsive 

to the request and with sufficient clarity so that Phillips may ascertain the identity of the 

document or thing. 

7. The term “document” or “documents” is used in the broadest sense and is meant 

to include any medium upon which intelligence or information can be recorded or retrieved and 

as used herein, refers to and includes, without limitation, any document, however produced or 

reproduced, which document is in Crimson’s possession, custody, or control or the possession, 

custody, or control of an agent, servant, employee of Crimson, including, without limitation, 

whether in electronic or hard copy, memoranda, orders, letters, notes, notes, reports, surveys, 

messages, summaries, electronic mail or messages, or any writings or tangible things on which 

any handwriting, typing, printing, photostatic, or other form of communication is or are recorded 

or reproduced.  “Document” or “documents” shall further include all aural or visual record or 
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representations, (including without limitation photographs, microfiche, microfilm, videotape, 

sound recordings, and motion pictures) and computer, electronic, mechanical or electric records 

or representations of any kind (including without limitation, tapes, cassettes, discs, recordings, 

programs, databases, archival records, etc.). 

8. The terms “related to” or “regarding” or any form of those words are used in their 

broadest sense and mean anything that analyzes, comments on, concerns, contains, constitutes, 

comprises, describes, discusses, embodies, evidences, indicates, identifies, involves, 

memorializes, pertains to, refers to, reflects, regards, relates to, shows, states, supports, or is in 

any way factually, legally, or logically pertinent to or connected with the subject matter or topic 

in question, either in whole or part. 

9. The term “including” means “including but not limited to.” 

10. The term “or” is used inclusively to mean “and/or.” 

DATA REQUESTS 

PHILLIPS 2-1. Regarding Page 4 of the Application filed by Crimson on March 11, 2016 

in this Proceeding (the “Application”), please explain what Crimson defines as a “marginal 

pipeline” and please explain what makes any given pipeline marginal. 

PHILLIPS 2-2. Please list all new pipeline interconnections made in the past three years: 

a) Show all such interconnections on a map. 

b) Please provide the delivery quantities at each of the recent interconnection points by 

month for each of the last three years through July 2016. 

c) Please provide the capital cost for each interconnection project. 

PHILLIPS 2-3. Please explain whether Crimson defines any difference between a 

preventive repair and a precautionary repair. 

PHILLIPS 2-4. Please list the officers of Crimson California Pipeline, L.P. 



4 
 
 
88115296.2 0081234-00018  

PHILLIPS 2-5. Please explain why the Crimson Financial Statements, provided as Exhibit 

B to the Application, are unaudited and explain each purpose for which Crimson employs 

independent auditors for any purpose.    

PHILLIPS 2-6. Please explain the “Prepaid and other current assets” line item included on 

the Balance Sheet provided in Exhibit B of the Application. 

PHILLIPS 2-7. Please explain Crimson’s meter testing and calibration practices. 

PHILLIPS 2-8. Please explain all steps Crimson employs to limit losses from the six 

pipeline systems under rate review in this Proceeding as described by Crimson on Pages 4 and 5 

of the Application (the "Crimson Pipelines") and from other pipelines owned by Crimson or its 

parent or affiliate companies (the "Crimson System"), including managing system measurement 

issues and leak detection practices and procedures. 

PHILLIPS 2-9. Please explain the “Other long-term liabilities” line item included on the 

Balance Sheet provided in Exhibit B of the Application. 

PHILLIPS 2-10. Please explain how and when Crimson distributes available cash to its 

owners. 

PHILLIPS 2-11. Please provide an audited cash flow statement for December 31, 2015. 

PHILLIPS 2-12. Please provide an income statement, balance sheet, and statements of cash 

flow for June 30, 2016, July 31, 2016, and August 31, 2016. 

PHILLIPS 2-13. Please list all outside service costs by month by vendor for 2015 and 2016 

and include an explanation as to why the outside service was necessary.  

PHILLIPS 2-14. Please explain Crimson’s pay policies including a description of any 

incentive pay mechanisms and provide any board-type or senior management reports describing 

employee pay and benefit practices and policies.   

PHILLIPS 2-15. Please explain how shared corporate employees log the time worked on 

each of the Crimson Pipelines by company cost center or expense center. 
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a) Please explain how Crimson computes tax depreciation and provide a schedule showing 

tax depreciation  and related computations for 2014 and 2015.   

PHILLIPS 2-16. Regarding Crimson’s employee benefit plans: 

a) Please explain and list each of Crimson’s employee benefit plans. 

b) Please provide the employee benefit cost by type for each month of the 2015 base year 

and the 2016 test year. 

PHILLIPS 2-17. Regarding Paragraph 3 of Exhibit D of the Application, Declaration of 

Michael J. Webb In Support of Requested Rate Increases (“Webb Declaration”), please explain 

all procedures and policies and practices of Dr. Webb to confirm the reasonableness of the cost 

information provided to Dr. Webb by Crimson. 

PHILLIPS 2-18. Please explain which operating and capital costs of Crimson Dr. Webb 

considers to vary with distance of haul and those that Dr. Webb considers to not vary with 

distance of haul. 

PHILLIPS 2-19. Please explain whether Crimson’s existing rates for each of the Crimson 

Pipelines reflect distance of haul, to the best of Dr. Webb’s belief and understanding. 

PHILLIPS 2-20. Please reconcile the $33.1 million of operating expenses in 2015 referred 

to in Paragraph 6 of the Webb Declaration to the amounts shown on the Balance Sheet provided 

in Exhibit B of the Application. 

PHILLIPS 2-21. Please explain whether and how Crimson recorded AFUDC in the book 

balance sheet or book income statement accounts in 2015 or 2016. 

PHILLIPS 2-22. For each of the facilities that were idle at the time of acquisition, please 

explain whether Dr. Webb would recommend the use of original cost if the facility had been in 

public service prior to the date(s) the facility(s) was idled. 

PHILLIPS 2-23. Regarding Paragraph 9 of the Webb Declaration, please provide and 

explain all Commission precedent relied upon by Mr. Peterson to determine that three assets 

warrant the use of fair value. 
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PHILLIPS 2-24. Regarding the statement in Paragraph 12 of the Webb Declaration that the 

entire Crimson network should be a considered a single system, please explain why it is 

reasonable, in Dr. Webb’s understanding and beliefs, that the rates vary depending on the origin-

destination combinations. 

PHILLIPS 2-25. Regarding Paragraph 12 of the Webb Declaration, please explain the basis 

and reasons for Mr. Peterson’s understanding and belief that the oil fields providing 

transportation barrels to Crimson for transportation will operate for twenty more years. Please 

provide all related documents and workpapers. 

PHILLIPS 2-26. Regarding Paragraph 17 of the Webb Declaration, please explain what has 

been Crimson’s actual product losses for each of the last three years, to the best of Dr. Webb’s 

understanding and belief. 

PHILLIPS 2-27. Regarding Paragraph 24 of the Webb Declaration, please explain whether 

it is Dr. Webb’s understanding and belief that long term debt cannot be subject to variable 

interest rates. 

a) Please describe the duration or term of “long term debt” as Dr. Webb has used the term in 

the Webb Declaration. 

b) Please explain how Crimson financed the purchase of the KLM Pipeline from Chevron 

Pipe Line Company (“Chevron”). 

PHILLIPS 2-28. Regarding Paragraphs 24 and 25 of the Webb Declaration, provide an 

explanation of the basis and reasons for Dr. Webb’s statement that the oil resources or oil fields 

that Crimson relies upon have declining production. 

a) Please provide all related documents and workpapers. 

PHILLIPS 2-29. Regarding Paragraph 26 of the Webb Declaration, please explain why, in 

Dr. Webb’s understanding and belief, it is appropriate to place limited reliance, for regulatory 

purposes to determine cost of equity, on the basis of an equity premium to the debt cost.  
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PHILLIPS 2-30. Please provide a copy of Mehra, Rajnish and Edward C. Prescott. “The 

Equity Premium: A Puzzle” Journal of Monetary Economics  15 (1985) 145-161, referenced in 

Footnote 5 of the Webb Declaration. 

PHILLIPS 2-31. Regarding Paragraph 26 of the Webb Declaration, please explain and list 

each oil pipeline applicant who has employed the two-state Discounted Cash Flow (“DCF”) 

model. 

a) Please list the related docket or proceeding number for each listed application. 

PHILLIPS 2-32. Regarding Paragraph 31 of the Webb Declaration, please explain and list 

what is meant by the reference to “these proceedings.” 

PHILLIPS 2-33. Regarding Footnote 2 on Page 1 of Exhibit No. MJW-7 to the Webb 

Declaration, please explain whether any of the data sources have been updated since the Webb 

Declaration was prepared. 

PHILLIPS 2-34. Regarding Page 2 of Exhibit No. MJW-7 to the Webb Declaration, please 

explain why or whether Dr. Webb considers Tall Grass Energy Partners, L.P. to be an oil 

pipeline company. 

PHILLIPS 2-35. Regarding Paragraph 5 of Attachment A, Declaration of  Dr. Webb, to the 

Amendment to Application; Request For Timely Interim Rate Relief filed by Crimson on June 

15, 2016 (“Application Amendment Webb Declaration”), please explain and list all non-

jurisdictional revenue by type and source by month for each month of calendar year 2015 and 

2016 year to date.   

PHILLIPS 2-36. Regarding Table 1 of Paragraph 7 and Table 2 of Paragraph 10 of the 

Application Amendment Webb Declaration, please update these tables using the latest available 

data.   

a) Please explain why the latest available data in mid-June 2016 is March 2016 data, 

including an explanation of the approximate date at which Crimson normally closes its 

monthly accounting book and records.   
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PHILLIPS 2-37. Please explain why Crimson did not seek a ten percent increase in rates in 

2014 or 2015.   

PHILLIPS 2-38. Regarding the Application Amendment Webb Declaration,  

a) Please provide the actual monthly crude price per barrel realized by Crimson for its actual 

Product Loss Allowance-related oil sales by month for each month of 2015 and 2016 to 

date.   

b) Please explain the nature and make-up of the  “CME Group” referenced on Exhibit No. 

MJW-3 of the Application Amendment Webb Declaration.   

PHILLIPS 2-39. Please provide a map of the Crimson Pipelines.   

PHILLIPS 2-40. Please explain whether all shippers on the Crimson Pipelines are so-called 

uncommitted shippers (i.e. shippers who are not subject to a ship-or-pay contract). 

PHILLIPS 2-41. Regarding Page 4, Lines 10-18 of the Prepared Direct Testimony of Mr. 

Matthew A. Petersen on Behalf of Crimson California Pipeline, L.P., dated August 17, 2016 

(“Peterson Testimony”), please explain the nature and basis for Mr. Petersen’s belief and 

understanding that the Commission applies different approaches for rate base for pipeline 

segments that have been in public utility service and those pipeline segments that have never 

been in public utility service. 

PHILLIPS 2-42. Regarding Page 4, Line 17 of the Prepared Direct Testimony of Mr. 

Robert L. Waldron on Behalf of Crimson California Pipeline, L.P., dated August 17, 2016: 

a) Please provide the last four audit letters of KPMG, LLP. 

b) Please explain any material weaknesses identified by KMPG, LLP over the last six 

quarters. 

c) Please provide the last four officer certification letters. 

PHILLIPS 2-43. Regarding Page 13, Lines 4-23 of the Peterson Testimony, please provide 

the original cost of the Unocal California Pipeline Company assets in total and as separately 

identified for the Line 600/700 assets and identify the cost Crimson paid for such assets. 
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PHILLIPS 2-44. Regarding Page 14, Lines 19-25 of the Peterson Testimony, please explain 

whether the referenced opinion is the sole basis for Mr. Petersen’s understanding and belief that 

the fair value at the time of in-service dedication is the appropriate means to value the Brea West 

and Huntington Beach 6-inch assets for purposes of rate base in the Proceeding. 

PHILLIPS 2-45. Regarding Page 8 of Exhibit No. MAP-6 to the Peterson Testimony: 

a) Please explain what the term “mass appraisals” means as it is used in the Valuation 

Report. 

b) Please explain what cost information was drawn from existing company records and 

explain how such information was delineated or identified on the company records. 

PHILLIPS 2-46 Regarding Page 9 of Exhibit No. MAP-6 to the Peterson Testimony: 

a) Please explain how economies of scale and scope relate to the project costs shown in 

Table 1. 

b) In Mr. Alexander’s belief, understanding and experience, please explain whether there 

are commonly economies of scale and scope for pipeline construction of greater distance 

than one mile. 

c) Please explain whether and why management costs and engineering costs would have a 

linear relationship to miles of pipeline constructed. 

PHILLIPS 2-47. Regarding Page 11 of Exhibit No. MAP-6 to the Peterson Testimony, 

please explain whether the updated 2015 and 2016 reserve and production data have changed 

Mr. Peterson’s belief and understanding of the Los Angeles basin or otherwise informed Mr. 

Petersen’s opinion as to the economic life of the Crimson facilities.   

PHILLIPS 2-48. Regarding Page 2 of Attachment A of Exhibit No. MAP-6 to the Peterson 

Testimony, please explain how Crimson determines the “administrative fee” to be charged to this 

construction project particularly and to all construction projects more generally. 
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PHILLIPS 2-49. Regarding Page 5, Lines 6-23 and Page 6, Lines 1-2 of the Prepared Direct 

Testimony of Larry W. Alexander on Behalf of Crimson California Pipeline, L.P. dated August 

17, 2016 (“Alexander Testimony”): 

a) Please list and explain all improvements, including new connections made to the 

Huntington Beach 6-inch assets and to the Brea West assets since the 2014 and 2009 in-

service dates. 

b) Provide the cost basis of all improvements made to the Huntington Beach and Brea West 

assets since the 2014 and 2009 in-service dates. 

c) Please provide the total amount paid by Crimson to acquire the Huntington Beach assets. 

d) Please provide the total amount paid by Crimson to acquire the Brea West assets. 

PHILLIPS 2-50. Regarding Page 11, Lines 13-15 of the Alexander Testimony: 

a) Please explain the contract term on the excess Product Loss Allowance sales agreement. 

b) Please provide the purchase and sale agreement. 

c) Please explain how, when, and whether the sales price can be renegotiated. 

d) Please explain the “market differential.” 

e) Please provide posted prices for Midway Sunset crude oil for each month of 2015 and 

2016 to date. 

PHILLIPS 2-51. Regarding Pages 16-17 of the Alexander Testimony, please compare the 

costs of the new segment of pipe in Goldenwest Avenue referenced on Page 9, Line 16, to the 

construction costs described on Pages 16-17. 

PHILLIPS 2-52. Regarding Page 5 of the Prepared Direct Testimony of Dr. Michael J. 

Webb on Behalf of Crimson California Pipeline, L.P. dated August 17, 2016 (“Webb 

Testimony”),  please explain whether any oil pipeline regulated by the Commission has a 

franchised monopoly, in Dr. Webb’s understanding and belief. 

PHILLIPS 2-53. Regarding Page 5 of the Webb Testimony: 
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a) Please explain Dr. Webb’s understanding and belief of competition faced by PG&E from 

1) independent power producers, 2) interstate pipelines, and 3) renewable energy sources 

such as home-based solar power and explain how such competition compares to the 

competition faced by oil pipelines. 

PHILLIPS 2-54. Regarding Webb Testimony Exhibit No MJW-1, Schedule 3: 

a) Please explain any concerns Dr. Webb has with the five year growth rates of NuStar and 

Sunoco and explain how any such concerns influence the recommended ROE. 

b) Please explain whether any of the three sources referenced in Footnote 2 have updated 

information available for 2015 or 2016 and if so, provide the GPP growth forecast with 

such updated information. 

c) Please explain whether KMI is more of a gas pipeline company or more of an 

oil/products pipeline company.   

d) Please explain whether and how Dr. Webb considers oil and gas pipeline risks to be 

similar and different. 

PHILLIPS 2-55. Regarding Page 30, Lines 9-20 of the Webb Testimony: 

a) Please explain all capital work orders included in CWIP in 2014, 2015, and 2016 to date. 

b) Please explain how and whether Crimson records AFUDC or capitalized interest in its 

audited financial statements. 

PHILLIPS 2-56. Regarding Exhibit No. MJW-2 of the Webb Testimony: 

a) Please explain the base year and test year periods in this case (as used by Dr. Webb) and 

why, in Dr. Webb’s belief and understanding, such periods are appropriate for the 

determination of rates in the Proceeding. 

b) Please explain how updated information through the hearing date should be reflected in 

the determination of rates in the Proceeding according to the belief and understanding of 

Dr. Webb. 

c) Please explain all authorities to which Crimson pays taxes included in Account 580. 
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PHILLIPS 2-57.   Please explain whether and how Crimson maintains spare parts and 

materials necessary to operate the Crimson Pipelines and the Crimson System.   

PHILLIPS 2-58. Regarding the Webb Testimony, please explain how the inclusion of Dr. 

Webb’s claimed federal or state income tax allowance for rate-making purposes is consistent 

with the prior practice and precedent of the Commission or consistent with the United State 

Court of Appeals for the District of Columbia Circuit decision in United Airlines, et al. v. FERC, 

et al., No. 11-1479, 2016 U.S. App. LEXIS 12122 (D.C. Cir. July 1, 2016), on a Federal Energy 

Regulatory Commission oil pipeline rate case, given that Crimson is a partnership that does not 

directly pay taxes. 
 

Respectfully submitted this 2nd day of September, 2016 

 
/s/ Seth D. Hilton  
STOEL RIVES LLP 
Seth D. Hilton 
Three Embarcadero Center, Suite 1120 
San Francisco, CA  94111 
Telephone:  (415) 617-8943 
Facsimile:  (415) 617-8907 
Email:  seth.hilton@stoel.com 
 
Attorneys for Phillips 66 Company 
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Attachment C

Crimson’s Response to First Set of Data Requests
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Attachment D

Crimson’s Supplemental Response to First Set of Data Requests



SUPPLEMENT TO CRIMSON RESPONSE
TO P66 FIRST DATA REQUEST 

PHILLIPS 1-60. Regarding Webb Testimony Exhibit No. MJW-1, Schedule 2:

a) Please provide the source of the data.

b) Please explain and provide the business characteristics of each of the 

listed companies and explain why the companies are similar or different from 

Crimson in Dr. Webb's understanding and belief. 

RESPONSE TO PHILLIPS 1-60: 

(a)  Crimson provided Dr. Webb with 2015 market bond yield data to facilitate 

development of the cost of debt calculation used in the Application. In order to update this 

calculation through the end of the test year, Dr. Webb retrieved bond trade activity for the period 

1/1/2016 through 7/31/2016 from FINRA, excluding trades with associated corrections or 

cancellations.  Where FINRA indicates the trade volume as “1MM+”, Dr. Webb has assumed the 

trade volume to be 1,000,000. This is referred to in the attached workpapers as the “FINRA 

Dataset”. Dr. Webb elects to begin using the FINRA Dataset as of 1/22/2016, the earliest date by 

which the dataset shows a recorded trade for each of the selected company bonds.

(b)  The companies are selected based upon companies in a similar industry 

with bonds comparable to a B rating. Dr. Webb relied upon Mr. Waldron’s  

assessment of the likely rating of long-term debt issued by Crimson. 
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Attachment E

Crimson’s Response to Second Set of Data Requests
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Attachment F

Crimson’s Supplemental Responses to Data Requests
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Attachment G

Midstream Model Spreadsheet
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Attachment H

Throughput by Segment Spreadsheet
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Attachment I

Crimson Midstream Employee Spreadsheet
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