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STATE OF SOUTH CARCLI NA
ADM NI STRATI VE LAW COURT

Docket No.: 18-ALJ-17-0443-CC
Col oni al Pi peline Conpany,
Petitioner,
VS.

Sout h Carolina Departnent of
Revenue,

Respondent .
and
Abbevil | e CbuntY, Ander son
County, Greenville County,
Ai ken County, Laurens County,
and York County,

| nt ervenors.

30(B) (6) DEPCSI TTON OF COLONI AL PI PELI NE COVPANY

kkkkkk*k*

Tuesday, August 6, 2019
9:30 aam - 4:06 p.m

The 30(b)(6) deposition of COLON AL
Pl PELI NE COVPANY was taken on behal f of the
Respondent at the South Carolina Departnent
of Revenue, 300A Qutlet Pointe Boul evard,
Col unbi a, South Carolina, on the 6th day of
August, 2019 before Cassandra E. Vance,
Court Reporter and Notary Public in and for
the State of South Carolina, pursuant to
Noti ce of Deposition.

VANCE REPORTI NG
911 Spears Drive, Elgin, SC 29045
(803) 457-0390
VanceReporti ng@nai | . com
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stiBuIated and agreed that this
I S being taken pursuant to the
ina Rules of Civil Procedure.

It is stipulated by and between counsel
and the wi tnesses that the reading and
signing of the follow ng deposition be, and
the sane are, hereby wai ved.
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(On the record at 9:31 a.m)

MR. ANTLEY: And, Nellie, the
Departnent would just like to get on the
record that late -- well, yesterday eveni ng,
there was an e-mail sent wth a |ast-mnute
producti on of docunents by Col oni al
Pi pel i ne.

The Departnent did not receive that
e-mail, expecting -- expect it was because
of the size of it. So we have not had a
chance to review it, but we just wanted to
get that on the record. That was a
Suppl enent al Response to the Departnent's
Request for Production, okay?

MR. KOQZLAREK: Trey, if you don't m nd,
"1l offer that exact -- | have the sane
Issue. | did not receive that e-nmail.

MR. ANTLEY: And so the Departnent be
anenable to -- if -- maybe setting up a file
drop --

MR. MAYBANK:  Sure.

MR. ANTLEY: -- in the neantine --

MR. MAYBANK:  Uh-huh (affirmative
response).

MR. ANTLEY: -- maybe even during a

Vance Reporting
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break --

MR. MAYBANK: Right.

MR, ANTLEY: -- during this deposition,
if that's okay.

Al right. So we'll get started now.

THE W TNESS: Ckay.

JAMVES KEI TH FUQUA, havi ng been duly
sworn, exam nes and testifies as follows:

DI RECT EXAM NATI ON
BY MR ANTLEY:

Q Good norning, M. Fuqua. |Is that -- is that

how you pronounce your | ast nane?
A That's cl ose enough, yes.
Q kay. My nanme -- ny nanme is Marcus Antl ey,
1. 1 go by Trey, but | amthe -- an attorney
representing the South Carolina Departnent of
Revenue.

| wll be taking your deposition in the
matter of Col onial Pipeline versus the South
Carolina Departnent of Revenue and Abbeville,
Ai ken, Anderson, Geenville, Laurens, and York
Counti es.

Have you had your deposition taken before?
A Yes.
Q Ckay. So you know that | wll ask you

Vance Reporting
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guestions and the court reporter will wite
everyt hi ng down?
A. Yes.
Q And pl ease answer verbally.
A kay.
Q And pl ease ask nme rather than your own
counsel or any other person for clarifications,
definitions, or explanations of any words,
guestions, or docunents presented during the
course of the deposition. And you're required to
abi de by these instructions.
(M. Luther enters at 9:34 a.m)

A Ckay.
Q You are advised that during this deposition
or any breaks taken during the deposition, you
cannot di scuss the subject natter of this
deposition with any party, including your
attorney, and you nust not ask for assistance in
answering any of the questions asked to you.

Since you do have the right to ask ne to
clarify any question or docunment given to you,
then | -- if you answer questions, it wll be
assuned that you understood them
A Ckay.
Q s there --

Vance Reporting
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MR. MAYBANK: WAit. Let nme -- if | can
interrupt you. W did agree to sign the
Consent Order to the extent that -- so
Summary Judgnent. So to the extent of that,
you may want to ask nore or | ess questions

based on that. So | did want to point that

out .

MR. LUTHER  Ckay.

MR. MAYBANK:  Shoul d we actually
physically do that? Do you have a -- since

we got three of us here now, do you want to
grab the Consent Order and sign it right
now, you know, at the break of the
deposi tion?

MR. LUTHER. W can get it during a
break --

MR. ANTLEY: During a break.

MR. MAYBANK: Yeah.

MR, LUTHER. -- if that's what you want
to do. That's fine.

MR. MAYBANK: Al right.

MR. ANTLEY: That's fi ne.

BY MR ANTLEY:

Q Ckay. M. Fuqua, is there any reason, such

as bei ng under any unusual stress, a physical or

Vance Reporting




© 00 N o o A~ w N PP

N N N N NN P P P PP PR R R e
o A W N P O © 0 N O O M W N B O

ROA 0993

Page 9

nmental condition, or being under the influence of

any substances that would prevent or Iimt you

today fromgiving truthful answers to ny

guesti ons?

A. No.

Q How di d you prepare for your deposition

t oday?

A How did | prepare?

Q Uh-huh (affirmatively responds).

A | reviewed sonme of the information fromthe

original filings and kind of refreshed ny nenory
of what we did back in 2017.

Q So what docunents did you review?

A | | ooked briefly at the actual pollution
control Schedule X we filed. | |ooked -- thunbed
through the return and |I | ooked at sone of the

schedul es for how nmuch tax we had under protest

and that kind of stuff.

Q
A

Did you speak with anyone to prepare today?

Ch, | nmet with nmy counsel yesterday and we

tal ked about the process and he had sone

guestions for us, as well.

Q Did you talk with anyone other than your
attorney?
A No.

Vance Reporting




© 00 N o o A~ w N PP

N N N N NN P P P PP PR R R e
o A W N P O © 0 N O O M W N B O

ROA 0994

Page 10

Q Ckay. Could you -- what -- what is your

name? Could you state it for the --

A. Full nane is Janes Keith Fuqua. | go by
Keith, nostly. | amthe tax director for
Colonial now. At the tinme of the return, | was

the head of the indirect tax, manager of indirect

t ax.
Q Coul d you spell your nanme for the court
reporter?

A Sure. Janes is J-A-ME-S, K-E-I-T-H, |ast
nane is F, as in Frank, U Q U A

Q Ckay. And you're here on behalf of Col oni al
Pi pel i ne Conpany?

A That's correct.

Q VWhat is your date of birth?

A July the 8th, 1958.

Q And what is your educational background?

A | have an accounting agree froma college in
Kentucky. It was called Brescia College when |
went there. [It's now Brescia University.

And | had sonme MBA classes at the University
of Louisville; although, | didn't finish that
degree. And then lots of property tax and tax
sem nars over the years.

Q Where do you currently work?

Vance Reporting
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A Col oni al Pi peli ne.

Q And could you -- | think you said it
earlier, but could you repeat your current job
title?

A Director of tax.

Q Ckay. And what are your job
responsibilities?

A Well, | oversee all of the tax conpliance
and filings for the conpany and work with staff

to make sure that we stay in conpliance froma --

for federal, state, and all |ocal taxes.

Q Do you | ook for new tax breaks for your
conpany?

A | do.

Q And where is your job | ocated?

A It's in Al pharetta, Georgia, in the
headquarters office. You want an address?

Q Sur e.

A It's 1085 Sanctuary Parkway in Al pharetta,
Ceor gi a.

Q Who are your direct reports? Who directly
reports to you?

A Currently, | just have -- the way we're
organi zed, | just have one, an incone tax manager

named Erica Nanke. And indirectly, there are

Vance Reporting
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four others, so --
Q kay.
A -- that report to her that report to ne.
Q And who are those?
A | have an incone tax senior naned Chris

Peters, an incone tax staff nanmed Katherine
Sammons, a property tax anal yst naned Josh Cupit,
and a junior analyst naned Christy Huiels.

Q And where are those -- where is your incone
tax manager | ocated?

A They're all located in the sane office, in
Al pharetta, Ceorgia.

Q So the person who directly reports to you
and their subordinates are |ocated there?

A Yes.

Q How do you communi cate with thenf

A. | see themevery day; by e-mail, by instant
nmessaging, if they're in a different part of the
bui | di ng, by phone. Depends on where we are all
at any given day.

Q Do you text? Send text nessages from your
phone, too?

A Very rarely. 1'mnot a big texter.

Q So e-mail, instant nessage. Are there other

written conmuni cations you have with thenf

Vance Reporting



© 00 N o o A~ w N PP

N N N N NN P P P PP PR R R e
o A W N P O © 0 N O O M W N B O

ROA 0997

Page 13
A. Sonetinmes, yes. | nean, nostly, though,
that would be in the formof e-mail, like telling

them "Make sure we get this -- could you do
this,” or ask themif they could do a task or
fill out a formor do sone kind of conpliance
type work or remind themthat sonething' s com ng
up on the cal endar.

Q So what are those other witten
conmmuni cati ons?

A Those are usually in the formof an e-nmail.
Q Ckay. Who do you report to?

A | report to Clay MIler, the CFO He's VP
and CFO, | think is his official title.

Q And where is he | ocated?

A In the same office, in Al pharetta.

Q Do you communi cate with himin the sane
manner? E-mail ?

A Normal |y face-to-face, sonetines through
e-mai |, and occasionally by phone, and
occasionally by text. He likes to text.

Q kay. So he does like to text?

A Yeabh.

Q Do you instant nessage with him as well?
A Very rarely; once or tw ce ever

Q

Ckay. Are there any other kind of witten
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conmmuni cati ons you have with hinf

A. | provide an update report every couple
weeks of what's going on in the world of tax, but
that's just a one-page status kind of thing.

Q Does that update report, does that ever
cover property taxes?

A Sure. Yeah, it's anything going on in the
tax world, things comng up that we're going to
need himto sign, big events, status of audits,
and that kind of thing.

Q Has it ever covered the pollution control
exenption?

A It's been on there, sure.

Q For South Carolina?

A Yes, just -- yes, just letting himknow that
we're filing an appeal or whatever. He didn't
have that position when this started, so |I've
just brought himup to speed on it since he's had
t hat position.

Q Does that update report ever cover pollution
control exenption -- simlar pollution control

exenptions in other states --

A. It will --
Q -- other than South Carolina?
A. -- mention that we filed in a state or what
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a status mght be on the claimor sonething like
t hat .

Q And how | ong have you been in your role as

tax director or director of tax?

A About 14 nont hs.

Q And before that, were you also -- you were

at Col oni al Pi peline Conpany?

A | was the manager of indirect tax, so | had

everything but incone tax since January of 2013.

Q So that would include property tax?
A Yes.
Q So what were your job responsibilities as

manager of indirect tax?
A | oversaw all the tax conpliance for all

t axes, except incone tax.

Q Did you | ook for tax breaks there --

A. Yes.

Q -- as well? Ckay.

A. Yes.

Q In that role, who did you report to?

A It's been a couple different people over
time. Wien | started wwth Colonial, it was a

| ady nanmed Angela Long. Then after her, it was a
gentl eman naned Terry Bay. And then | took his

pl ace.
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Q Ckay. And did you have people who reported
to you in that rol e?

A. Most of the tinme, yeah. | had one position
that did, a gentleman naned Brent Allen. And
then I hired Josh shortly before | got pronoted
to this position. So Josh, Josh Cupit, as well,
took Brent's place when Brent noved on.

Q When you were in that position, how did you
comuni cate with Angela Long and Terry Bay? Via
e-mai |l ? Text nessage? I|nstant nessage?

A Well, Terry did not like e-mail, so |
generally tal ked generally face-to-face wth him
Angela -- we didn't -- we didn't really use the
I nstant nessagi ng nmuch, but nostly e-nmail and
face-to-face conmuni cation with Angel a.

Q And how did you comrunicate with Brent Allen
and Josh Cupit?

A Well, they both sat right next to ne, so
normally it was a verbal comunication, so.

Q Ckay. Did you ever instant nessage or text
nmessage or e-mail ?

A Probably | -- I'"'msure |'ve e-nmailed them

| don't renenber ever -- they don't have conpany
phones, so | would not have texted themat the

time. Josh has one now, but he just got it, so.
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Mostly, there would have been e-nmail
communi cations with themfor different things;
rem nd them of due dates and ask them the status
of where they were on projects.
Q So Brent Allen and Josh Cupit were | ocated
in Al pharetta?

A Ri ght .
Q |s that right?
A Yeabh.

Q And were Angela Long and Terry Bay al so

| ocated --

A Yes.

Q -- in Al pharetta?

A In the sane space that we're in now.

Q kay. As part of your job -- well, I'm
sorry. Wen did you start as manager of indirect
t ax?

A | n January of 2013.

Q Ckay. And that -- you were in that position

up until 14 nonths ago?

A Yes.

Q As -- when you were the manager of indirect
tax, did you conmunicate with the various state
and | ocal taxing agencies?

A. Yes.
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Q How di d you communi cate with thenf
A Usual |y by phone and | did -- | try to go

see a lot of themevery year, try to nmake a visit

to their -- wherever they're |located; especially

for the property tax returns, and sonetines by

e-mail, as well.

| know, in particular, South Carolina had a

problemw th cyber security when | first started,

so didn't -- we weren't allowed to send an
e-mail. So we did sonme things by nmail at that
so by mail, by e-mail, and by phone, and in
person.

Q Ckay. |'mgoing to hand you a docunent.

MR. ANTLEY: And if you need tine to
reviewthis with your client, | understand,
but this was part of Colonial's Response to
our Request to Produce.

MR, CARTIN. Wiile he's review ng that,
if we can do one housekeeping thing. Could
you get on the record that he's here as a
30(b) (6) deponent and not in his individual
capacity?

And just make sure that he understands
t hat when he answers questi ons about

specific things that he did, it's on behalf
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of the conpany and not in his individual
capacity, necessarily.
THE W TNESS: Ckay.
BY MR ANTLEY:
Q Ckay. So did you -- do you understand that
you're here as a 30(b)(6) w tness?
MR. MAYBANK: Yeah, we consent to al
t hat .
MR. ANTLEY: Okay.
THE W TNESS: Yes.
(RESPONDENT' S EXHI BI' T 10 WAS MARKED FOR
| DENTI FI CATI ON PURPOSES)
BY MR ANTLEY:
Q kay. So | have handed you what's narked
as -- has been marked as Departnent's Exhibit 10.

Have you seen this before?

A. It | ooks famliar, yes.
Q On footnote one, which is the only footnote
on there --

A. Ch, okay.

Q -- that references an e-mail to Tayl or

| ngr anf

A | see that.

Q Did you -- does that -- did you ever see

that e-mail ?
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A. Not to ny know edge, no.
Q Ckay. So you woul dn't have a copy of that

e-mail ?

A. No. | think in -- when you first sent out
our request, | looked for it. | don't have it.

Q Ckay.

A | |1 ooked through several files and | believe

that that says that that's -- that Duff & Phel ps
reached out to Tayl or.

Q Uh-huh (affirmatively responds).

A So ...

Q So they would have that -- a copy of that
e-mail, perhaps?

A Yes. Are you sure it's an e-nmail? Does it

say it's an e-mail ?
(RESPONDENT' S EXHI BI T 11 WAS MARKED FOR
| DENTI FI CATI ON PURPOSES)

Q Excuse ne. |'mgoing to hand you anot her
exhi bit --

A Ckay.

Q -- Departnent's Exhibit 11, which has that
sanme footnote.

A Ch, it does say "per e-nmil," okay.

Q Ckay.

A Yes.
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MR. CARTIN. Are we marking these as
exhi bits?

MR. ANTLEY: It has been marked as
Departnent's Exhibit -- the first one was
Exhibit 10 and 11. |I'msorry. It's out of
order, but

MR. CARTIN.  Ckay.

(O f the Record)

MR. ANTLEY: And also, for the record,
| sent an e-mail to M. Kozlarek with the
exhibit list prior to this deposition so
that he's able to foll ow al ong.

Al the exhibits that | plan to bring
up today have either been produced in
di scovery or are publicly avail able on
Colonial's website or part of their filings
for the property tax exception.

THE W TNESS: Ckay.

BY MR ANTLEY:
Q Ckay.
A | think both of these -- | don't know if
they're in one docunent or in two, but the --
kind of the process was that when we filed with
Tayl or, he had sone questions about things and

they prepared sone of these to give him
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addi tional information after the initial filing.
So | don't knowif they were part of the original
or -- | don't renenber off the top of ny head.

Q Ckay. So do you know if Duff & Phel ps had

di rect communi cations with Tayl or |ngranf

A |"'mfairly sure they did.

Q kay.

A | know he knows those folks just like | do,
So.

Q Ckay. But to your know edge, you did not --
Col oni al Pi peline does not have a copy of that
particular e-mail ?

A Not to ny know edge. | | ooked and coul d not
find it, so.

Q Ckay. Did you lead Colonial's effort to
apply for the pollution control exenption?

A | did.

Q And who el se at Col onial worked on the
application for the pollution control exenption?
A. It woul d have been nyself and Brent Allen at
that tinme, but it was nostly ne.

Q kay. Did anyone outside of Colonial assist
you with the pollution control exenption?

A Duff & Phel ps.

Q Who at Duff & Phel ps?
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A. The primary person was Kathy Tronsberg, and
she had staff people that hel ped her. There's a
gentl eman there nanmed -- |'mgoing to ness his

name up. They call him Dom but his nane is

Leonard. | think his [ast nane is Sal vat o,
maybe.

Q Do you have any idea how to spell that or
are you ...

A | could probably | ook at ny phone and tel

you, if that's ..
MR. MAYBANK: Wiy don't we do that at
one of the breaks, if you don't m nd.
THE W TNESS: Ckay.
BY MR ANTLEY:
Q That's fine.
A |"mpretty sure it's S-A-L-V-A-T-O
Q Ckay. Were there any ot her people at Duff &

Phel ps that you can recall Colonial working wth?

A Toby Reese was involved in sone of our
conference calls. | don't know what -- to what
extent he worked on the project. | nostly dealt

wi th Kat hy and Dom
Q Ckay. And what was the extent of their
assi stance?

A Well, we -- we actually hired themto | ook
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at our fixed assets and | ook at the state
statutes in the states we're in and reconmend
what they thought would qualify as pollution
control exenptions. So we had them do a review
for all fixed assets in all of our states.
Q So did you identify the pollution control
exenption as a -- and then reach out to Duff &
Phel ps to assist you in applying for it or did
they di scover that as a potential exenption for
Col oni al ?
A | was actually aware that there were
pol I ution control exenptions available to
Col oni al that they weren't taking fromny prior
pipeline life. | had applied for pollution
control exenptions in other states. | wasn't in
South Carolina at that tine.

| had actually tried to work with anot her
third-party vendor that wasn't able to -- they
didn't have the staff for pollution control, so
they -- they took the job, but then gave it back.
So that's when | went to Duff & Phelps. | had
worked with themat a prior enployer for -- on
pol l ution control exenptions.
Q Ckay. So you identified the pollution

control exenption as a potential exenption for
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Col oni al ?

A Yes.

Q And t hen approached Duff & Phel ps to assi st
you?

A To help ne analyze the -- | tried to find

I nternal people that could help ne analyze the
assets and | just didn't have anybody that had
the bandwith to help, so | went and got

perm ssion to go outside and hire them

Q Ckay. How does Col onial reinburse Duff &
Phel ps?

A They get a percentage of whatever they save
in the first year, whatever the -- whatever the
exenption yields in tax savings the first year.
Q |f there are no savings, do they get --

A They get zero.

Q Ckay. And that's -- so that's the only form
of rei nbursenent that they would receive is that
per cent age of savi ngs?

A. For this work, vyes.

Q Ckay. D d Colonial Pipeline apply for

simlar pollution control exenptions in other

states?
A. Yes.
Q | n what states?
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A At the time we did this one, we did Al abanma
and it was very simlar to the South Carolina
one. And then we --

Can we --

Ckay.

-- go through themone at a tine?

Sur e.

O > O > O

So Al abama, you said it was very simlar.
How was it simlar?

(M. Luther exits at 9:56 a.m)
A The sane kind of assets. They're -- | guess
we -- what we did is, we |ooked at |ike the nost
recent ten years of expenditures. W didn't go
back to the begi nning of tine.

So those two states had a | ot of projects in
that period of time that -- with pollution
control assets. So we started with those two and
the kind of assets were very simlar in nature;
the things |ike cathodic protection, pipe
coatings, valves. Really, the asset types were
all very simlar.

Q WAs the pollution control exenption, |
guess, law statute, was that simlar or was it
just the assets?

A It's simlar, but not -- none of them are
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exactly the sanme. The Departnent of Revenue is
the reviewer there, as well, and they -- they did
that and they granted all of them but

Q How is it different?

A The ...

Q The Al abana statute fromthe South Carolina
statute for pollution control exenptions.

A |'d have to lay them side by side to tel

you. | don't recall off the top of ny head. |
just know they're slightly different. They're
very simlar, though. They -- both of those have
t he Departnent of Revenue as the reviewer. And |
think we thought we'd test the -- our clains with
that kind of state first.

Q And you said those were -- that was granted
in Al abama - -

A Uh-huh (affirmatively responds).

Q -- those applications? And this -- you said
the assets. Again, what were those? Cathodic
protection?

A W' ve got -- we had cathodic protection,

pi pe coatings, secondary contai nnent kind of

val ves and di kes, and the floating roofs that
contain air -- limt air pollution. Just

Q Are automatic shut-off valves part of that?
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A That's -- that's another kind of valve or
cont ai nnent val ve, isol ation val ve.

Q Ckay. Wat other states besides Al abama?

A Let's see. W -- we filed a very simlar
application in Virginia that's still pending and
It was not as many assets. It was the floating
roofs, pollution -- cathodic protection, and pipe
coat i ngs.

And it's -- they've approved the floating
roofs and the other two are -- have been revi ened
and found to be pollution control equipnment, but
they're pending how -- howto apply the -- trying

to figure out which departnent applies the

abat ement .
Q Ckay.
A. Their structure's much different than South

Carolina's. They have a water pollution control
group and an air pollution control group and then
they have a state control group. So we're
wor ki ng through that with them

And then in other states, they weren't as
simlar. They were nore -- Texas has a very
defined list of assets that qualify. And | think
we had three small itens that we applied for

there and recei ved the exenption on.
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They were -- | don't renenber exactly what
those assets were. They were -- but they're on a

list. So if it's that kind of property, it's
automatically approved. It's not a -- there's no
ot her process with it.
Q Wuld it include cathodic protection; do you
recal | ?

(M. MCabe enters at 9:59 a.m)
A No, there weren't -- we did not apply for

that. They were nore |ike valves and things |ike

t hat .

Q Ckay. Like automatic shut-off valves?

A | don't actually renenber the exact thing,
but it was small. | don't knowif it was

automatic shut-off valve or just a containnent
val ve.
Q Ckay. And | think you m ght have said

earlier pipe protections?

A Yeabh.

Q Are those the sane as pipe coatings?

A Pi pe coatings and cat hodi c protection.

Q kay.

A Yeabh.

Q. So Al abamm, Virginia, Texas. Wre there any

ot hers?

Vance Reporting



© 00 N o o A~ w N PP

N N N N NN P P P PP PR R R e
o A W N P O © 0 N O O M W N B O

ROA 1014

Page 30

A Oh, yeah. W -- sone of the other states,
dependi ng on how their |anguage was witten, we
did test assets.

So I know in North Carolina, we applied for
an energency shut-off valve in a tank that was
approved. That's the only asset we -- we had two
or three other small assets we decided didn't
meet the criteria that we withdrew fromthe
application.

Q So you said "test assets.”
A So assets that we felt like read -- net
their definition of pollution control.

North Carolina is another state that has
di visions of water and air and it's -- they're
kind of |ike the -- your DHEC group divided into
two groups. And they'd nake decisions on --
you' d have to figure out which one has governance
over a particular kind of asset for the type of
pollution that it prevents.

So it -- that's why we called them"test

assets,"” to see which -- who was going to -- you
actually file in regions instead of with the
state, too.

They have -- so it's pinpointing which --

figuring out which region it is and what each
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region is going to want to |look at, so. W've
not filed anything else with them since that one
asset was approved, but

Q So just to make sure | understand, so a test
asset may be -- is sonething you think may
gqualify but you're not sure --

A Ri ght .

Q -- and you apply for it to see how the -- |
guess the state taxing agency reacts, if they
grant or --

A See if -- yeah.

Q -- or deny?

A There's not a lot of history in North
Carolina of pipelines applying for that, so

that's really why we did -- went the test route
there because it was -- it was kind of hard to
navi gate how you even applied. It took a while

to figure that out and which -- who had authority
to review assets. So in North Carolina, that's
why we did the test approach, so. And then we
did other states that way, as well.

Q Was South Carolina one of those states?

A No. We kind of felt |ike fromthe get-go
that we qualified in South Carolina. And you

did -- well, we -- and we did think that DHEC
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woul d ook at it first and they -- or would
confirm

Duff & Phel ps had -- had suggested that they
had done this before in South Carolina and that
DHEC had opi ned or weighed in at sonme point in
time to help Taylor, so.

And | think that's what that e-nmil probably
I's about, but -- so. But South Carolina, we felt
li ke we qualified fromthe very begi nning, so.
And we felt -- | felt |like we knew the process
for applying for it, as well.
Q And the whole -- | guess the concept of a
test asset, that's -- that's informal. That's
not a set procedure you have?
A Yeah. Oh, no, it's ...
Q Ckay.
A Well, there you don't -- in North Carolina,
in particular, you don't file with the state
Departnment of Revenue. You file with a division
of Environnmental Quality dependi ng on what part
of the state it's in. And then each of them kind
of makes their own requests as to what they want
to see.

They actually went out and physically

i nspected the asset and approved it, is how they
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do it. But we also applied in another district
and they didn't even go out and look at it. They

just said "no. But we |ater w thdrew that one,
anyway. We figured out that -- what it -- that
it was not really what we thought it was, so.

Q But internally at Colonial, there's not --
there's not a test asset plan or a procedure --

A. Gh, no.

Q -- that's foll owed?

A No.

Q It's just that's how you classify it if
you --

A That's what we --

Q -- or you --

A That's what nyself and Duff & Phel ps call ed
it.

Q Ch, okay.

A. We di scussed our -- kind of our approach
was, they cane to ne one state at a tine and we
di scussed the rules in the states and how we

wanted to proceed in each state. And if there

wasn't a clear path, then we -- we used this test
appr oach.
Q Ckay. So we have Al abama, Virginia, Texas,

and North Carolina. Wre there other states?
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A We applied in Georgia and CGeorgia's statute
Is very strict, that all -- that assets have to
be 100 percent for only the purpose of pollution
control. And so they -- we have tried sone of
the sane kind of valves and fittings and dikes
and things and they denied all of that, so.

Did you try cathodic protection?

No.

Did you try pipe coatings?

No.

Did you try automatic shut-off val ves?

> o >» O >» O

Not that | recall. | don't think it -- |
think it was just a contai nnent dike.

Q Did you have those three different pieces of
equi pnent, cathodic protection, pipe coatings,
and --

A. W have those in every state.

Q Ckay. So why didn't you ...

A Well, again, it was a test filing to see
how -- we did not think they would grant
pol l ution control exenption and ot her pipelines
had told ne they had failed in the past. So we
didn't go through a lot of length to create a
conplete list. That's why we 