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BEFORE THE WASHI NGTON

UTI LI TIES AND TRANSPORTATI ON COWM SSI ON

)
In re Application No. GA-079251 of )Docket TG 040221

) Vol ume VI I
HAROLD LEMAY ENTERPRI SES, INC., ET )Pages 722-932
AL ) (Consol i dat ed)

)

For an Extension of Certificate No. )
G 98 for a Certificate of Public )
Conveni ence and Necessity to Operate)
Mot or Vehicles in Furnishing Solid )
Waste Col | ection Service.

In re Application No. GA-079254 of Docket TG 040248

KLEEN ENVI RONMENTAL TECHNOLOG ES,
I NC.

N N N N N N N N

For a Certificate of Public
Necessity to Operate Motor Vehicles )
in Furnishing Solid Waste Col | ecti on)
Servi ce. )

)
In re Application No. GA-079266 of )Docket TG 040553
(Conti nued on Next Page) )

)

A hearing in the above-entitled matter
was held at 9:35 a.m on Thursday, Septenber 30,
2004, at 220 Fourth Avenue South, Kent, Washi ngton

before Adm ni strative Law Judge ANN E. RENDAHL

Barbara L. Nel son, CCR

Court Reporter
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RUBATI NO REFUSE REMOVAL, | NC.

For an Extension of Certificate
No. G 58 for a Certificate of

Publ i ¢ Conveni ence and Necessity
to Operate Motor Vehicles in
Furni shing Solid Waste Col |l ection
Servi ce.

— N N e N N N N N

The parties present were as foll ows:

COWM SSI ON STAFF, by Gregory J.
Traut man, Assistant Attorney General, 1400 S.
Evergreen Park Drive, S.W, P.O Box 40128, d ynpia,
Washi ngt on, 98504- 1028.

KLEEN ENVI RONMENTAL TECHNOLOGQ ES, | NC.,
by Greg Haffner, Attorney at Law, 555 W Snmith, Kent,
Washi ngton, 98035.

STERI CYCLE OF WASHI NGTON, | NC., by
St ephen B. Johnson, Attorney at Law, Garvey Schubert
Barer, 1191 Second Avenue, 18th Fl oor, Seattle,
Washi ngt on 98101.

RUBATI NO REFUSE REMOVAL, | NC., HAROLD
LEMAY ENTERPRI SES, | NC., WASHI NGTON REFUSE AND
RECYCLI NG ASSOCI ATI ON, by Janes Sells, Attorney at
Law, 9657 Levin Road, N.W, Silverdale, Wshington
98383.
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1 JUDGE RENDAHL: Let's be on the record. We
2 are back for our fourth day of hearing before the

3 Washington Utilities and Transportation Comr ssion in
4 Docket Nunber TG 040248, which is the application of
5 Kl een Environnmental Technol ogies, Inc.

6 ' m Ann Rendahl, the Adninistrative Law

7 Judge presiding over this proceeding this norning,

8 Thur sday, Septenber 30th, |ast day of Septenber,

9 2004. \Vhat we're doing today is continuing

10 exam nation of w tnesses, but | understand, M.

11 Johnson, you have a notion you wish to nake this

12 nor ni ng?

13 MR, JOHNSON: Thank you, Your Honor, | do.
14 Your Honor, | nove that this application be

15 di smi ssed, this proceeding be dismssed, and that we
16 di scontinue this process at this tine.

17 Your Honor, the applicant has finished

18 presenting its direct case. The applicant has the
19 the burden to establish that it is fit, willing and
20 able to provide the service proposed in the
21 application, and they have failed to do that.
22 The applicant has the burden under RCW
23 81.77.040 to present the service and the costs
24 thereof for the area to be served, they have the

25 burden to present the cost of the facilities to be
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utilized in the plant for solid waste collection and
di sposal, and they have a responsibility to establish
the feasibility of the proposed service. They have
failed to do so, and they've failed to do so in sone
dramati c ways.

The testinony has established beyond any
qguestion that Kleen Environnmental does not have the
facilities necessary to provide the proposed service.
They have indicated very clearly that their existing
facility at 754 Garfield Street is not suitable for
the proposed service, and that they do not currently
have any other facility.

They have indicated that they would go out
and | ook for one if the application is granted, and
that sinply is not good enough under the standards
applied by the Comm ssion to an application for solid
waste col |l ection authority.

They have stated repeatedly that their
intent -- that their service is dependent upon
acquiring a future facility that they don't have.

That facility would involve secure vehicle storage, a
substanti al fenced vehicle yard, office space,
refrigerated storage, warehouse space. They have
none of these things.

Further, they have not been able to
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establish the costs that would be involved in
acquiring such facilities. They have provided only
the barest specul ative reference to warehouse space
costs in the newspaper with no -- and | believe, as
M. Lee indicated, none of the space that he was
referring to in his testinony -- he was not aware
whet her any of the cost data that he provided in his
testinmony involved a facility suitable for the
purpose, as has been testified.

So they haven't provided any cost data with
respect to this proposed future facility. So not
only don't they have the facility, they haven't
provi ded the cost data that woul d be necessary to
confirmthat service by the use of this facility is
feasi bl e, nor have they net the requirenents of RCW
81.77.040 to establish their cost of service and the
assets and equi pment devoted to the service.

The testimony so far has al so indicated that
they have no equi pnent that's needed to provide the
service. Their intent is to go out and acquire
vehicles if they need to acquire vehicles. No,
think they've said that they do need to acquire
vehicles, and their intent is to acquire themif the
application is granted.

M. Lee provided sone testinmony with respect
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to what it would cost to | ease trucks for the
proposed service, but he said he had no idea what the
requi renents were for trucks that would be

perm ssible to hire -- I'"msorry, permssible to hau
bi omedi cal waste with. W all know that there are
special requirenents for the bed of a truck that's to
be used for bionedical waste collection service, and
M. Lee didn't even know what those requirenents
were, nmuch less did he indicate that he had specified
those requirenents to the truck deal er that he spoke
with, according to his testinony.

So we don't have any reliable evidence of
cost for providing the kind of equipnent that is
needed to provi de bi onedi cal waste collection
service. Not only does the applicant not have the
necessary equi pnent, not only has the applicant not
provi ded cost data that's reliable and would all ow us
to evaluate the cost of acquiring such equi pnment, but
the applicant has no qualified personnel

The applicant has conceded that it has never
engaged in transportation services of any significant
extent, it has no experience in bionedical waste
collection or in the handling of biomedical waste.
The personnel that would be responsible for the

busi ness do not have any experience and, frankly, do
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not even have any know edge with respect to the
requi renents, legal and regul atory requirenents
applicable to the handling of bionmedical waste. That
i ncludes M. d son, the president and genera
manager, it includes M. MC oskey, who is supposed
to run this operation, and although M. Perrollaz has
a nodest amount of bl ood-borne pathogens training, he
al so, fromhis testinony, clearly does not have the
ki nd of experience in dealing with the regul ations
that apply to the handling of bionedical waste to be
a reliable manager of this service, nor is that his
i ntended function in the ultimate end gain this
appl i cant proposes.

So Your Honor, | believe that the case that
was presented on the pre-filed testinony was
m sl eading, the tariff that was filed was not a
legitimate effort to cost out or to present rates and
charges for the service to be provided. There is
reference to use of a hydroclave facility in British
Col unbi a that subsequent testinony has indicated that
applicant has no intent to use on a regular basis,
and the applicant has also testified that they have
no contract with this hydroclave facility, they have
not investigated Canadi an regul ati ons that would

apply to the export of bionedical waste fromthe
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1 state of Washington to Canada, and they, frankly,
2 don't know whether they could access that facility.
3 There has been no testinmony from anybody connected
4 with that facility that they woul d accept the waste
5 that the applicant mght theoretically take them at
6 sone time in the future.

7 So frankly, there isn't even a backup

8 facility identified for the Covanta facility, which

9 is the primary facility that the applicant has
10 i ndicated would be its disposal site.
11 So they have not provided any reliable

12 evi dence that the hydroclave facility in Port

13 Coquitlam British Colunbia would be available as a
14 backup facility. So again, they fail to neet the
15 requi renents of the Washington Administrative Code
16 that provide that a backup facility is required for a
17 medi cal waste coll ection operation

18 So for all these reasons, on the basis of
19 the applicant's own case, they have not established
20 that they are fit, willing and able to provide the
21 service. Thank you.

22 JUDGE RENDAHL: M. Sells.

23 MR SELLS: We'Il join in the notion, if
24 Your Honor please, and just point out one further

25 thing. This has to be nore than an idea. At the
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1 very least, it has to be a plan and it has to be a

2 wor kabl e plan, and there's been no testinony of

3 anyt hi ng approachi ng a workable plan to serve the

4 area requested, which is the entire state of

5 Washi ngton. The testinony is that one driver and one
6 truck is apparently going to go everywhere from

7 I sland County to Garfield County. That's sinply

8 i npossi ble and it does not meet the standards, as M.

9 Johnson i ndi cates.

10 JUDGE RENDAHL: M. Trautman, are you
11 joining in the notion?

12 MR. TRAUTMAN: No, not at this tinme.
13 JUDGE RENDAHL: M. Haffner.

14 MR, HAFFNER: Thank you, Your Honor

15 Qbvi ously, we disagree with this motion and ask Your
16 Honor not grant it.

17 | guess, first, the assertion that we have
18 finished presenting our direct case, obviously, we've
19 not finished presenting our direct case. W stil

20 have shi pper witnesses to put on. But if the

21 statenment is to the fact of whether we've finished

22 presenting our direct case regarding fitness,

23 suppose maybe that mght be true. There is stil

24 rebuttal testinony to come. And | think, in these

25 types of proceedings, that is a significant part of
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the evidence that is inportant for Your Honor to
consider in making this decision.

| believe they've indicated that we've not
provi ded informati on or evidence on feasibility or
the service that we're providing and the cost, and
di sagree with that.

They may di sagree with the evidence that
we've put on in terns of whether it would support the
type of business that we propose to do, but we have
provi ded Your Honor with evidence of the feasibility
of our service, the costs that we anticipate that
service to be, and the types of services that we
antici pate providing.

There have been changes made during this
process, but that is the nature of this process. It
i dentifies weaknesses in our initial proposal. W do
have a plan. We did cone in with an initial grander
pl an, and we've had to make nodifications to that,
but we do have a plan in place to go forward if this
permit is granted. This is not just a dreamor an
i dea that is beyond nore of a devel oped concept.

The al |l egation that we don't have facilities
is accurate. The facilities that we have currently
are not adequate to provide this service, and we have

admitted that. W do not intend to provide this
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service at the current facilities. W do not intend
to violate the law by doing so. But we have
i dentified, through the witnesses and their
experience in these areas, that it is not going to be
difficult to obtain the facilities that we need. And
it doesn't nmake sense, it's not reasonable to require
an applicant to go out and obtain the facilities
necessary before you even have a permt.
This is not the devel opnment or creation of
some nuclear facility. Al we need to do is get
war ehouse space and a secure yard. There's a |ot of
that out there, and the testinony supports that. And
we can get it at a cost that supports the service
We can still operate this business at a profit, based
on the nmarket rates for the facility that we need.
Same argunent is true for the claimthat we
don't have the equipnent. |It's true that we do not
intend to provide -- or it's true that we'll need
addi ti onal equi pnent to provide this service, but it
doesn't nmake sense for an applicant to go out and
acquire that equi pnent before it is given a permt.
And it's not difficult to obtain the type of
equi pnment that's required to provide this service.
Contrary to M. Johnson's assertion, there

is no evidence in this record that the equi pnent that
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we intend to obtain does not conply with any

requi renents of any regulations or laws. As far as |
know, there's been no establishnment of any |aws or
regul ati ons that the equi pnent we intend to provide
woul d violate. So | don't believe there's anything
there to support that aspect of his notion.

Wth respect to the |lack of qualified
personnel, | think it's very difficult for any
applicant in this area to have experience in
transporting nedical waste unless you're coning in
fromout of state or unless you're an existing
garbage hauler. | think that this applicant has
about as good a qualification as any applicant could
interms of handling material that is sinmlar to
bi omedi cal waste, and that is that this conpany has
many years of experience handling hazardous
mat eri al s, which regulations are simlar, if not nore
onerous than those for nedical waste.

Wth respect to the hydroclave facility, it
is, as | think M. Johnson even adnmits, it is not
intended to be the primary facility for this service,
it"s not -- at best, it's intended to be a backup
facility. The fact that there's a | ack of a contract
with that facility has no bearing on its availability

as a backup. | think the evidence will establish
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1 later on in this proceeding that Stericycle relies on
2 several facilities to which it has no contract with,
3 either, and | don't think that that will affect the
4 avail ability of a backup
5 This applicant has indicated in their
6 testinmony that they intend to abide by all rules and
7 regul ati ons applicable to its service, and that wll
8 i nclude the provision and identification of a backup
9 I think there's been testinmony that there are
10 avail abl e backups in addition to the hydrocl ave
11 facility, including the Spokane incinerator. And
12 believe there is also -- there nmay al so be other
13 autoclave facilities that were testified to.
14 One last item with respect to, | think, M.
15 Sell's' coment that this service isn't feasible
16 because it's relying on one truck to serve the state,
17 that's sinply not true. The evidence is clear that
18 this applicant proposes to add a truck and anot her
19 one and a half enployees for this service. | believe
20 the first truck is added in the third -- or yes, the
21 second truck is added in the third nonth, and a
22 second enpl oyee is added either at that time or
23 shortly thereafter
24 Based on that information, Your Honor, I'd

25 ask that you not grant the notion
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JUDGE RENDAHL: Thank you, M. Haffner. Do
you have anything to add, M. Trautnman?

MR, TRAUTMAN:  No, Your Honor

JUDGE RENDAHL: M. Johnson, anything in
response”?

MR, JOHNSON:. Just briefly, Your Honor. |
think M. Haffner paints as good a picture as he can
of the evidence that's been presented. However, from
the evidence that we have in front of us, it appears
to me that the entire proposal is speculative. In
ot her words, if the application is granted, the
applicant will, if it chooses to do so, go out and
acqui re additional equipnent, additional facility,
addi ti onal personnel and go into this business.

What they're looking for is sort of an
option to proceed, and | think that that kind of
specul ative application is not an appropriate basis
for a grant of authority in an area as sensitive,
with respect to public health and safety, as
bi omedi cal waste collection. This is not an area
where it's anticipated that people with no
experience, no know edge of the regul ati ons, no
equi pment, no facilities and no qualified personne
woul d junp into the business and proceed.

Wth respect to the issue of the hydrocl ave



0738

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

situation, | think it was nmisleading for the
applicant to rely as heavily as it seemed to in its
pre-filed testinony on the hydroclave facility as an
option that it was touting to the Comm ssion when it
actually had no intention of using that facility,
according to the testinony we've had at the hearing.
And with respect to the issue of the
contract there, | would just cite Your Honor to the
Sureway | ncineration case, in the matter of
Application GA-868, Order MVG Nunber 1451, in which
an applicant's application was denied in that case

because there was no contract with a reliable

di sposal facility. It seens to ne that, in that
case, | think it was a primary disposal facility.
But, nonethel ess, that establishes, | believe, a

Conmmi ssion requirenent that if you're going to hold
yoursel f out as having access to a disposal facility,
t hat you have to provide evidence that you have a

di sposal site available at a consistent, reliable
basi s.

And t he evidence here just sinply does not
establish that the hydroclave facility is avail able
as a backup in any way, shape or form

JUDGE RENDAHL: All right. Well, having

heard argunment fromall parties and having revi ewed
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the statute upon which the Conm ssion naekes its
determi nation and gi ves us guidance for how to
proceed, |I'mgoing to quote the statute:

| ssuance of the certificate of necessity
shall be determ ned upon, but not limted to, the
following factors: Present service and the cost
thereof for the contenplated area to be served, an
estimate of the cost of the facilities to be utilized
in the plant for solid waste collection and di sposal
sworn to before a notary public; a statenent of the
assets on hand of the person, firm association or
corporation which will be expended on the purported
plant for solid waste collection and di sposal, sworn
to before a notary public; a statenment of prior
experience, if any, in such field by the petitioner
sworn to by a notary public, and sentinment in the
comunity contenplated to be served as to the
necessity for such a service, and then it goes on to
di scuss the issue of whether the existing solid waste
col | ecti on conpany or conpanies will not provide
service to the satisfaction of the Commi ssion.

In this case, that's one of the threshold
i ssues, the latter issue, whether the current
conpani es are providing service to the satisfaction

of the Conmi ssion. W haven't even gotten to that



0740

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

i ssue yet.

So in a sense, | think it is premature to
address the issues of sentinment in the community and
whet her the existing carriers are not providing
service to the satisfaction of the Conm ssion. W
haven't even gotten to those issues yet.

And | don't believe that the statutory
| anguage requires the applicant to have everything in
pl ace prior to their starting.

And as to the Sureway case, | think that has
to do with a primary facility, and | believe there's
sufficient information on the record to indicate that
the Covanta facility would be a reliable disposa
facility for the applicant if the application is
gr ant ed.

So at this point, | amnot going to grant a
notion to disniss, because we haven't heard the
entire case, and | don't think that, even though
there may be questions by the parties, the
protestants, as to whether the financial position and
the facilities of the applicant are sufficient to
provide the service, | don't think that they fail
under the requirenments of the statute, to grant a
notion to dismiss at this point.

So | think we should just get going, go
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1 t hrough the case, and | understand you may feel it's
2 a nore appropriate use of resources to not proceed,
3 but | think, under the terns of the statute, we need

4 to proceed and hear the full case.

5 So thank you, M. Johnson
6 MR, JOHNSON. Thank you, Your Honor
7 JUDGE RENDAHL: Ckay. So | think our next

8 order of business is taking Ms. Wal ker; is that

9 correct?

10 MR. JOHNSON: | believe that is correct,

11 Your Honor.

12 JUDGE RENDAHL: Okay. Ms. Wal ker. Ms.

13 Wal ker, do you have all the exhibits?

14 M5. WALKER: | have mine. What nunbers are
15 they in here? | see 115.

16 MR, HAFFNER: 115.

17 MS. WALKER: Just so that | know, when you

18 call out nunmbers, which ones you're referring to.

19 JUDGE RENDAHL: Okay.

20 MR, JOHNSON. May | proceed, Your Honor?

21 JUDGE RENDAHL: Pl ease go ahead. Actually,
22 | need to swear in the witness. Could you state your

23 full name and busi ness address on the record, please?
24 MS. WALKER: Nanette M Wal ker, and ny

25 busi ness address is 745 South 21st Pl ace, Richfield,
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Washi ngt on, 98642.

JUDGE RENDAHL: Thank you. And would you
rai se your right hand, please?
Wher eupon,

NANETTE M  WALKER

havi ng been first duly sworn, was called as a w tness
herein and was exani ned and testified as follows:

JUDGE RENDAHL: Okay. And actually, in this
proceedi ng, as well, as a whol e?

THE W TNESS: Yes.

JUDGE RENDAHL: Ckay. Thank you. Please go
ahead, M. Johnson.

MR, JOHNSON: Thank you, Your Honor

DI RECT EXAMI NATI ON
BY MR JOHNSON
Q Ms. Walker, I'mreferring you to the
exhibits in front of you here, and I'd like you to
| ook at 115-T, which is here, and I'd |like you to
take a |l ook at that and tell me what that is.
A That is the witten testinmony for my -- for
my -- | guess ny part of the case.
Q Ckay.
It relates to all of the exhibits that are

behind it.
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Q Ckay. And is this your signature on page
nine of the testinony?

A Yes, it is.

Q And do you wi sh the Commi ssion to accept
this testinony as your testinony, with the exhibits
attached? | guess the exhibits are Exhibit 116, 117,
118, 119, 120, 121, 122 and 123. Take a noment and
| ook at those and confirmthat they all belong to
your testinony and that they are part of your
testi nony.

A Through 123?

Q Ri ght .

One-fifteen through 123, yes, those are al
m ne.

Q Okay. Then, do you have any corrections or
changes to nmake to your testinony?

A No, there's no corrections or changes.

MR. JOHNSON: Okay. Thank you. Then we'|
tender the wi tness.

JUDGE RENDAHL: All right. Please go ahead,
M . Haffner.

MR. HAFFNER: Thank you, Your Honor. Do you
want to nove for admission of the exhibits, M.
Johnson?

MR, JOHNSON: Certainly.
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MR, HAFFNER: | have no objection.

JUDGE RENDAHL: Any objection from ot her
parties? No.

MR, SELLS: No, Your Honor.

JUDGE RENDAHL: All right. \What's been
mar ked as Exhibits 115-T through Exhibit 123 will be
admtted. Please go ahead, M. Haffner

MR. HAFFNER: Thank you, Your Honor

CROSS- EXAMI NATI ON
BY MR HAFFNER
Q Ms. Wal ker, my nane is Greg Haffner. [|I'm
the attorney for the applicant in this matter. Thank
you for com ng here today.
| have just a few questions, not very many,
because |I'm not a nunbers person, so frankly, I'm
i npressed with the nunbers that you've put together
here, so I'mgoing to | eave themat that and |let them
nore or | ess speak for thenselves. But 1'd like to
get on the record sone of the reasoning or sone of
your comments on this analysis.
If we could | ook at Exhibit 119. And you
have that in front of you now?
A | do.

Q Isn'"t it true that you assune that Kleen's
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1 aver age revenue per pickup should be $116.09? And

2 we'll see that on -- | think it's the -- kind of

3 right there in the niddle of the docunent. You're

4 assum ng $116. 09 per pickup there, whereas if we were
5 to look at -- in Exhibit 118, it's my understandi ng

6 fromthis docunent that the first number on Exhibit

7 118, you are taking the position that, based on

8 Kleen's pro formas, the average revenue per pickup is
9  $276.607

10 A. The 116 is Stericycle's average, and the

11 276.6 is the average revenue per pickup or stop

12 based on Kleen's pro forma that they originally

13 filed.

14 Q Ckay. And then, do | understand that, by

15 using Stericycle's average instead of Kleen's, you

16 arrived at a net loss for Kleen, and this is on

17 Exhibit 119, of $178,504?

18 A That's correct.

19 Q Okay. And by using that corrected revenue
20 per pickup, you're stating that Kl een's revenue would
21 really only be $165,777, instead of $397,345; is that
22 correct?

23 A That's correct.

24 Q Simlarly, on the section just below that,

25 on Exhibit 119, the -- you're assuning an average
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revenue per custonmer of $102.10, but on Exhibit 118,
Kl een's revenue per custonmer is actually projected in
their pro formas at $1, 106. 407

A Agai n, again, the 102.10 is Stericycle's
average revenue per custoner, per nonth. Based on
Kleen's pro forma that they presented, their average
revenue per custoner, per nonth is $1, 106. 40.

Q Okay. And then, going back to Exhibit 119,
using Stericycle's projected revenue, or Stericycle's
revenue figures and applying themto Kleen's
custoners that they have in their pro form, it's ny
under st andi ng that you project a revenue for Kleen of
only $36,450; is that correct?

A That's correct.

Q Rat her than the $397,000 that they projected
in their pro fornmas?

A Correct.

Q O maybe -- | should probably be clear
That mi ght not be what they projected. That m ght
have been what you projected in your corrections of
their pro formas?

A The 397 is what | got when | added up their
four regions.

Q Okay. And we admitted nmeking sone m stakes.

Now, if we can turn, then, to Exhibit 123, isn't it



0747

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

true that in this exhibit you' re indicating that

Kleen will divert revenue from Stericycle of
$1, 289, 089?
A What we are representing here is trying to

figure out what effect the diversion to Kleen would
have on Stericycle of Washington operation. The
1,289,089, if you go down to note 1Wat the |ast page
of that exhibit --

Q Yes.

A -- tells us that we | ooked at Kleen's
proposal of taking 43 custonmers, all being |large
quantity generators. Stericycle of Washington only
has 140 | arge generator customers.

Q MM hmm

A. That is over 30 percent of their |arge
gquantity generators. Stericycle does keep their
i nternal accounting such that they know what the
revenue is for large and small generators. So what
we did was we took one -- you know, 30.71, | believe
is the actual percentage, of those custoners and said
we woul d | ose that revenue.

Q Okay. Now, you're assum ng that those 43
custoners are all of the type of custoner that
generates for you, or for Stericycle, an average

revenue of al nbst $30,000 a year, isn't it?



0748

1 A. Based on this percentage.

2 Q When, in fact, Stericycle -- or Kleen's own
3 pro formas only indicate that those sane custoners
4 are going to generate only $1,100 a nonth, which

5 woul d be cl oser to about $13, 000 per year?

6 A. That's 11, 000, yes, per custoner.

7 Q Okay.

8 A We're nerely trying to get a | ook.

9 Q That's okay. |If you could limt -- your

10 attorney can ask you --

11 MR. JOHNSON: Your Honor, the witness is

12 trying to clarify an answer. Shouldn't she not be
13 permtted to do so?

14 JUDGE RENDAHL: Yes. As | did so with your
15 Wi tnesses, M. Haffner, I'mgoing to allow the

16 witness to explain. And if you have additional cross

17 based on that, you can pursue it.

18 MR. HAFFNER: Okay, Your Honor.
19 Q Go ahead.
20 A Like | said, we were trying to take a | ook

21 at what effect this m ght have on Stericycle's

22 activities. And you will find simlar assunptions
23 t hroughout the expenses, as well. So we were just
24 trying to pull out a relationship of what that m ght

25 be. So | would not suggest that you | ook to your
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1 possi bl e revenue as being this high. W were | ooking
2 at what our activity here is in Washi ngton and what

3 it would do to us. So you will find expenses al so

4 reduced appropriately, to get an idea of what it

5 woul d do to our net activity.

6 Q And | think you're -- so you're saying that

7 we really should not anticipate Kleen's revenue to

8 approximate 1.2 -- or $1.3 million?

9 A That's correct, you should not anticipate
10 t hat .

11 Q Nor should Stericycle anticipate that they
12 shoul d have a diversion of close to $1.3 mllion?

13 A That is very hard to say. W have no way of

14 knowi ng actual ly which custoners you woul d be

15 diverting. W could only take a representative

16 percentage of the large quantity generators.

17 Q How can you claimthat we shouldn't expect
18 revenue of $1.3 million, but Stericycle can't

19 necessarily anticipate a diversion of $1.3 mllion?
20 A Again, I'mjust -- we were trying to pull a
21 representation of both revenue and expenses. You
22 cannot take one number in a vacuum and | ook at it.
23 You need to |look at the entire effect to the

24 activity.

25 Q How do you al so reconcile the fact that you
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1 claima diversion of $1.3 mllion of Stericycle's
2 revenue when, by your estimte of the per custoner
3 revenue, Kleen should only generate $36,450 in

4 revenue? How do you justify a diversion of $1.3
5 mllion if you say that Kleen is only going to

6 generate $36, 000?

7 A The 36,000, let's take a | ook at that.
8 Q That's on Exhibit 119
9 A Okay. The 36,000 is the average nonthly

10 revenue per custoner. That is not just |arge

11 quantity generator custoners. \What we were trying to
12 do here was point out the fact that statew de service
13 does not just include |arge quantity generators; it
14 i ncludes small and |arge. N nety-seven percent of

15 Stericycle's custoners are small quantity generators.
16 Therefore, it's highly unlikely that Kl een would be
17 able to only service the |large quantity generators.
18 The 102.10 is the average revenue per nonth
19 for all custoners. Looking back over at Exhibit 123,
20 the $1.2 nillion is merely the percentage of |arge

21 quantity generators that Kleen purports to service as
22 a percentage of Stericycle's total large quantity

23 generators only. They're two conpletely separate

24 cal cul ati ons.

25 Q They really project two extrenes, don't
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they? What you consider to be the potential revenue
of Stericycle -- of Kleen if they were to use your
per custoner revenue versus the extreme | oss of 43
$33, 000- a- year custoners?

A. What we were trying to do was, in one case,
| ook and see what we think Kl een would actually
generate in revenue, and the other is what is the
wor st case that could happen to Stericycle of
Washi ngton, and what would that nmean to the
rat epayers currently.

Q These are nutually exclusive situations,
aren't they?

A I don't knowif I'd call them nutually
exclusive. They are two different -- conpletely

different views --

Q I nmean --

A -- of two things.

Q Kl een can't generate $36,000 in revenue and
divert $1.3 mllion of revenue from Stericycle, can

it?

A You woul d think not.

Q Thank you. Let's take a | ook at Exhibit
120, and | realize that your analysis of these
docunents was made at a time when it was --

JUDGE RENDAHL: Let's be off the record for
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1 a nonent. Al right. Let's go back on the record.

2 MR, HAFFNER: Thank you, Your Honor

3 Q | realize that your analysis of Kleen's

4 financi al docunents initially was based on an

5 assunption that there would be sone service to the

6 hydrocl ave facility in British Colunbia. And this

7 docunent, as well as sone of the other documents in
8 your exhibits to your testinony, nakes substantia

9 reference to service and the cost of service to that
10 hydrocl ave facility.

11 If we could | ook at Exhibit 120, would you
12 agree that -- where we get down to about

13 three-quarters of the way through that list, there's
14 use of hydroclave facility, and you've got about four
15 items listed there that all refer to notes 14, 15, 17
16 and 10. Would you agree that if those itens are not
17 a cost that Kleen would be incurring, in other words,
18 if they're not providing service that's going --

19 taking themup to the hydroclave facility, those are
20 costs that they would not incur?
21 A If they were not going, they may not incur
22 them but their testinony says that they are making
23 that available to their custoners, so you have to
24 anticipate that it is going to be used.

25 Q If these costs, however, are not used, would
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t hat not change this nunber by approxi mately 40, 000,
and actually cause Kl een to recognize a profit?

A It would change it by around 40, 000, yes.

Q Okay, thank you. And in your analysis of
the use of the hydroclave facility, did you take into
account anywhere that Kl een would not have to be
making a simlar trip to Oregon?

A From the testinony given by Kl een people, it
represented that it would have to continue going to
Oregon, because not all custoners would be using the
hydrocl ave. As you can see here, |'ve never assuned
that you would be using it 100 percent, the
hydr ocl ave.

The other factor is that it's ny
under st andi ng that sone waste cannot be taken to the
hydrocl ave, but can be to Covanta, and vice versa.
so my assunption is that you would still have to go
to both facilities.

Q But if they went to both facilities, and 25
percent of the volune of boxes, which you're using
here, was diverted to the hydroclave facility,
woul dn't that reduce the expenses to the Oregon
facility by 25 percent?

A If you notice, the disposal cost that | have

on here is only $6 a box. That is the difference.
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So | have taken out the cost of going to Covanta, the
di sposal cost there, for any usage that m ght have

been at the hydrocl ave.

Q Isn't that $6 per box figure the cost of
actual disposal or -- let ne back up, because we
di sagree with that nunber. Isn't that $6 per box

figure what you believe is the cost of actua
di sposal at the HSS facility?

A No, it's not.

Q That includes nmileage to the HSS facility?

A No, it does not.

Q What el se does it include, other than the
cost of disposal at the HSS facility?

A That is the difference between what it would
cost at the HSS facility for disposal only, less the
$4 a box that you are paying to Covanta.

Q So you're saying -- your assunption was that

it cost $10 per box for disposal at the HSS facility?

A. Based on a quote that we got from HSS, yes.
Q Do you have a contract for that quote?
A We have a -- no, because we decided not to

use them so we did not get a contract.
Q Did you provide a witten copy of that quote
with your materials?

A | don't -- not in mne.
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Q Ckay. And one final docunment, and | believe
one exhibit, and that's Exhibit 122. And this
docunent, as | understand it, analyzes the cash needs
for Kl een Environnmental's proposed busi ness; correct?

A Correct.

Q And this docunent relies -- relies, | won't
care to quantify it, but it does rely on use of the
hydrocl ave facility, does it not?

A Yes, it does.

Q And it also relies, and | think | wll
quantify this a little bit nore, maybe substantially
on fund loss for revenue per pickup; correct?

A That is in three of the colums, yes.

Q And that's -- is that an additional | oss of
$231, 000, based on your anal ysis of revenue per
pi ckup?

A That is the difference between gross revenue
that Kleen is projecting to generate versus what we
cal cul ate you woul d actually generate based upon that
criteria.

Q Simlarly, you are using those same nunbers
based on nonthly revenue per custoner to show a
difference in the anal ysis of $360,000; is that
correct?

A That's correct.
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Q Ckay. And these nunbers would -- again,

t hese nunbers, going back to the analysis that we had
on Exhibit 119, really are nmutually exclusive with
your diversion nunbers of $1.3 mllion, aren't they?

A. Agai n, you have to renenber, those diversion
nunbers are -- you're trying to conpare apples with
oranges. W're |ooking on 122 here. And on 118,
we're | ooking at the total population of Stericycle's
customers, which include all customers, |arge and
small, which is, in our belief, a fair representation
of what any statew de haul er woul d be exposed to.

When you are trying -- if you look at
Stericycle of Washi ngton, what the diversion m ght
possi bly do to our ratepayers, which is Exhibit 123,
we are looking only at large quantity generators.
Two conpletely different views and two different
popul ati ons of criteria.

Q And | couldn't agree with you nore that they
are two different views. And using your own
term nol ogy, | guess, would it be fair to
characterize your analysis of howlittle revenue
Kl een coul d generate as appl es versus how | arge of a
di versi on you are proposing as oranges?

A They -- those two anal yses are apples and

oranges. \What Kleen is purporting to do is to divert
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all large quantity generators. So when we are
tal king about what it would divert from Stericycle's
current activity, it would have to cone out of only
the large quantity generators.

When we are tal king about what we believe
Kl een woul d actually recogni ze as revenue, we're
sayi ng, hey, the average customer in Washington is
not a large quantity generator. So if Kleen did take
only the large quantity generators they are
purporting to do, then, yes, you would see a |arger
di version of revenue from Stericycle than what we
believe Kl een's actual revenue will probably be,
because we don't believe that the 43 can all be |arge
quantity generators if you are going to be servicing
the state.

MR, HAFFNER: Thank you, Your Honor. | have
no other questions for the wtness.

JUDGE RENDAHL: All right. M. Sells, do
you have anything for the w tness?

MR. SELLS: No, Your Honor.

JUDGE RENDAHL: M. Trautman, do you have
anything for the w tness?

MR, TRAUTMAN:  No.

EXAMI NATI ON
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1 BY JUDGE RENDAHL:

2 Q Ms. Wal ker, | just have a clarification on
3 your Exhibit 122. You have six different colums --
4 A Yes.

5 Q -- to the right. And can you explain how

6 those m ght be | abel ed?

7 A Sur e.

8 Q O how to describe --

9 A Sur e.

10 Q -- what flows through, because |'m having

11 some difficulty.

12 A Right. What we did was, the top part, you
13 will notice, is all the sane, and then what we -- the
14 next section down, where it says fund | oss-year one
15 for underestimate of cost, with 25 percent hydrocl ave
16 use, there are two columms that use that assunption.
17 Then, if you drop to the next |ine and over two nore
18 col ums, we've now assumed that we are using 50

19 percent hydrocl ave usage. And drop down and over two
20 nore colums, we're now at 75 percent hydrocl ave

21 usage.

22 Then the next section down says fund

23 | oss-year one for overestimte of revenue. Here we
24 are showi ng what we believe to be the adjustnents

25 necessary in revenue for each of those scenarios --
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for each scenario using a different usage of

hydrocl ave, and we had two different revenue

adj ustmrents. One was per pickup, or per stop, and
the second one was per custonmer. And so you will see
the first columm uses 25 percent hydrocl ave use and a
revenue adjustnent for the per pickup assunption.

Q Now, |'m going to stop you there for a
m nute. Wien you were tal king about the two fund
| oss overesti mates of revenue bel ow --

A Yes.

Q -- one of those reflects usage -- | guess
I'"m confused as to how the hydroclave activity or use
of the hydroclave fits in with those. Maybe
m sunder st ood what you were sayi ng.

A. They don't necessarily fit in. Wat we were
trying to do is say -- if you just look nerely at the
first colum, we're saying if Kl een used the
hydrocl ave for 25 percent of their waste disposal
and they actually recogni zed revenue as we believed
they woul d, based on a per pickup revenue --

Q And that's the one --

A Then that's the first colum.
Q That's the 109 figure, 109 or -- from
Exhibit 119, that's the -- I'msorry, the

one-si xteen-oh-nine figure? |Is that what --
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1 A That is correct. That is correct.

2 Q That's based on the --

3 A Yes.

4 Q -- one-sixteen-oh-ni ne?

5 A Yes

6 Q Okay.

7 A And then, |ikew se, the next one, the

8 average revenue per customer, if you go back to 119,
9 that is the 102.10, yeah.

10 Q Al right. And then that flows through the
11 ot her colums, just to show the difference, based on
12 those two figures and the percent usage of the

13 hydr ocl ave?

14 A That's correct.

15 Q Okay. And then, can you go ahead with the

16 next itemon the left |isted bel ow?

17 A In the first colum?
18 Q Yes.
19 A. Al right. Wat we do then is we cone down

20 to a cash requirenent that we believe necessary in

21 year one for the -- just the new nedical waste

22 activity. Then we go to --

23 Q Why does -- I'msorry to interrupt. But why
24 does that change as you go through? |Is it just a

25 total of the --
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A. O above, yes.

Q Ri ght .

A So it will change based on the hydrocl ave
use and the assunption for the revenue.

Q Ckay. Thank you.

A And the next line down is Kleen
Envi ronnmental Technol ogies is an existing business
t hat does carry sone cash, but also requires sone
wor ki ng capital, and their total expenses for the
year are 916, 000

And what | have used here is, npst
busi nesses that | work with, and they're all very
smal | busi nesses |ike Kleen, they need to have at
| east three nonths of operating capital accessible to
be able to continue operating, especially when you
have a project-oriented business |like Kleen. So
woul d think it would be prudent business practice for
themto keep enough noney to continue their existing
operation.

If you take their annual expenses, divide
them by 12, and take three nonths, that is where |
got the 229,234. The next line --

Q I'"msorry. Wen you say their annua
expenses, were you basing that on what was in their

pro forma or the existing business' annual expenses?
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A. This is the existing business' annua
expense, based on their financial statenent at
Sept enber 30th of '03.

Q Okay. Thank you.

A. And then you -- then the next itemis then
just, again, a subtotal of what | believe they need
as cash in the first year for the nedical waste, plus
what they would prudently hold for their business,
current business. That's the 687 in the first
colum, and then they have testified that they keep
on average, $100,000 in cash in that existing
busi ness, so I'massuning that's available for al
t hese purposes, which [ eaves them then, with the
cash shortage that we've got on the bottomline.

Q Okay. Thank you.

A You bet.

JUDGE RENDAHL: Ckay. | had one ot her
guestion. Let me just check. | think you' ve covered
that with M. Haffner, so | have nothing further

I'"msorry. M. Trautnman?

MR. TRAUTMAN: Yeah, | do have a question

CROSS- EXAMI NATI ON
BY MR. TRAUTMAN

Q On the -- kind of following up on M.
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Haf f ner, he had gone through two scenarios, one in
whi ch Kl een woul d experience an average revenue per
customer of $102, and | believe you were basing that
on Stericycle's average, and then you had anot her
scenario in which there would be 43 | arge generators
and, if that were the case, there'd be about $1.3
mllion diverted.

Have you assigned a likelihood to either one

of those possibilities? Because, as you indicated

they're --
A No.
Q -- not both going to happen. You have not?
A No.
Q When | read your testinony, you seemto

assign a greater likelihood to the first scenario of
$102 per custonmer. You said that you've assunmed the
Commi ssion would require Kleen to serve al
generators wi thout discrimnation, and then, if they
serve those generators, the nmonthly revenue woul d be
simlar to Stericycle's. So am| not correct that
that is what you are assuming is nore likely to
happen?

A That would be true. That is what we
actual ly believe Kl een woul d experience. Again, the

di version cal cul ation was nerely done to try and get
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an idea of what effect it m ght have on our current
r at epayers.

Q Yes, but if -- so the alternative -- then
the alternative assunption, which could lead to a
revenue loss of $1.3 mllion, which you say is 30.71
percent of the large quantity revenue, and in fact,
woul d cause Stericycle to operate at a net |oss, how

likely do you think that is to happen?

A ["mnot sure I"'mqualified to tell you -- |
nmean, to answer that. | did not analyze whether or
not --

Q well --

A -- we thought this would really happen

Q Well, the reason |I'm asking is because you
portray -- well, because you portray two, it appears

to me, two conpletely different possibilities.

A M1 hnm

Q And they both can't occur. | nean, if
Stericycle's belief is that it's nost likely that
we' |l have the $102 per custoner, can Stericycle -- |
mean, how can you, at the sane tinme, argue that
there's a significant |ikelihood that you could --
that you could lose $1.3 mllion?

A We were | ooking at what would really happen

if they could take 43 large quantity generators. W
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1 do not believe that that, in fact, would happen.

2 MR, TRAUTMAN: Okay. Thank you

3 JUDGE RENDAHL: All right. M. Johnson, any
4 redirect?

5 MR. JOHNSON: | have no redirect, other than
6 we had discussed the possibility of sort of going

7 beyond the direct and asking a few questions about

8 Exhi bits 50 and 51 that M. Haffner offered

9 yesterday, if | may.

10 JUDGE RENDAHL: Well, 1'mthinking maybe

11 this is a good tine to take our break, and we'l

12 break until 20 to 11:00. So we'll be off the record.

13 We' Il cone back and finish up with Ms. Wal ker. So

14 we'll be off the record.
15 (Recess taken.)
16 JUDGE RENDAHL: Let's be back on the record.

17 While we were off the record, we were discussing the
18 option of using the room next door for our Cctober
19 12t h hearing and have determned that it's

20 appropriate. So we will schedule a hearing, an

21 additional hearing day for the 12th in Kent, in

22 Chanbers West, because we're in Chanbers East now,
23 and 1'Il send out a notice to that effect when I get
24 back to the office.

25 So now we're going back to Ms. Walker. M.
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Johnson, | believe you had sone rebuttal direct.
MR, JOHNSON:. That's correct, Your Honor

Thank you.

REBUTTAL DI RECT EXAMI NATI ON
BY MR JOHNSON

Q Ms. Wal ker, | amgoing to refer you to the
pro forma filed as part of M. Lee's pre-filed
testinmony. It's found at Exhibit 44 currently in the
record of this proceeding. And | would like to refer
you to the regional analysis of Regions One, Two,
Three, Four, and then they're conbined at the end, |
believe. In a-- in the last two pages of that
exhibit, there's two sheets that are | abel ed Conbi ned
Regi ons One Through Four

A Got it, mm hnmm

Q In your testimony, I'm-- | guess | can
refer you to Exhibit 119. You do a cal cul ation, and
actually, this calculation reappears several tines.
You start with the number 71,153 as revenue -- oh
I"'msorry, net profit per the Kleen pro forma. |Is
that referring to just the profits shown on Exhi bit
447

A Yes, it is.

Q Okay. And then the first thing you do under
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-- on Exhibit 19 is adjustnents to correct addition
is that right? And then there's a deduction of
$15, 8727

A That's correct.

Q Coul d you explain what that deduction is,
why you nade it?

A Yes. | was asked to look at Kleen's pro
forma testinmony to deternmine if it was reasonabl e,
conpl ete and accurate. And a conbi nati on page, as we
see on the last two pages of Exhibit 44, is normally
just a conbination, as it says, of other pro fornmas,
whi ch were Regi on One through Four.

As | was working through the material, it
becane apparent to ne that it was not adding up

Q That is, that the conbi ned Regi on One
t hrough Four didn't show the sum of the nunmbers in
t he Regi on One through Four separate regiona
anal ysi s?

A That is correct, and it also did not even
calculate properly within itself. So what | did was,
to try and get to sone real nunbers, based on what
they had assumed, was | took Regi on One through Four
each of which were -- had problens within thensel ves,
as well, but that was their premise for starting and

coming to a conmbi ned Regi on One through Four. So
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added those together to cone up with what |
deternmined to be the correct conmbi ned Regi on One

t hrough Four, and that is how |l came up, then, with
ny list of corrections to their 71,000 that they were
using as their pro forma net incone.

MR, HAFFNER: Your Honor, I'd like to object
at this time, | guess maybe get a clarification of
where we're going with this type of testinony, so
that we're not rehashing her direct witten
testinmony. It was ny understanding that this was
going to be rebuttal testinony, which would be
directed towards Exhibits -- | believe 50 and 51, as
opposed to having her explain her direct testinony
that's in witten form

MR, JOHNSON. Your Honor, if | mght
explain, I'mtrying to lay the foundati on, because
what -- for subsequent questions about Exhibits 50
and 51, because what 50 and 51 do is nodify Exhibit
44, and |I'mgoing to ask Ms. Wal ker how t he
nodi fi cati ons made to 50 -- in 50 and 51 affect the
nunbers that she has presented in her testinmony, in
exhibits to her testinony.

It's alittle bit -- we need to separate out
a couple of modifications to the figures in order to

make it clear what the effect of the changes in 50
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1 and 51 would be with respect to her testinony, and

2 I"'mtrying to progress in a way that will allow us to
3 do that and make a record that's clear

4 JUDGE RENDAHL: M. Haffner.

5 MR, HAFFNER: | think that's making an

6 assunption that he needs to nake a clarification. |
7 think she has nade a very detail ed expl anati on of how
8 she got to these nunbers, we have subnitted a couple
9 of docunents that have been revised in response to

10 that, and that's what her rebuttal testinony is

11 supposed to be in regards to.

12 MR. JOHNSON: We intend to show that the

13 revi sions do not respond and that additiona

14 deductions need to be nade.

15 JUDGE RENDAHL: Well, then, | think you can
16 do that. | appreciate your trying to sort of snooth
17 this up, but | think the record is fairly clear with
18 the exhibits in place and the testinony that's been
19 filed, so if you want to just go into your questions

20 about the new exhibits, then that's appropriate.

21 MR, JOHNSON: Well, I'Il do ny best, Your
22 Honor .

23 Q Ms. Wal ker, referring to Exhibit 51, which
24 is arevised profit and loss -- pro forma profit and

25 | oss anal ysis presented by the applicant, do you see
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that it is presented on a conbi ned basis for Regions
One t hrough Four?

A Yes, | do.

Q Does that pro forma, do the adjustnents nade
on that pro forma reflect the arithnetic errors that
you identified previously in your testinony --

A No, it does not.

Q -- when you -- excuse ne -- when you
critiqued Exhibit 44?

A No, it does not.

Q Okay. So Ms. Walker, | believe M. Lee's
testinmony with respect to Exhibit 51 was that he had
made various adjustnents that reduced the pro form
net profit for the first 12 nonths of operation to
$56,981.04. | believe that's the last figure on
Exhi bit 51. Does that take into account the
arithnetic errors that you identified in Exhibit 442

A No, it does not.

Q Okay. So Ms. Wal ker, if you were -- if |
could refer you to the exhibits attached to your
testimony, for exanple, Exhibit 119, the net profit
for Kleen pro forma now, per Exhibit 51, instead of
bei ng $71, 153, woul d be $56,981.04; correct?

A That's correct.

Q And woul d you still have to make these
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adj ustmrents, the adjustnents shown in the next |ine
of Exhibit 119, to account for the addition errors
made in Exhibit 44?

A Yes, | woul d.

Q And are those addition errors described
el sewhere in your testinony?

A They are part of Exhibit 117, the notes to
my testinmony. Note nunber six identifies those itens
that I found to be in error

Q Sone were errors in Kleen's favor and sone
were errors not in Kleen's favor. The net was this
nunber; is that right?

A That's correct.

Q Ckay. So if we were to nodify Exhibit 119
to take into account the new pro forma, you would
start with a new pro forma net profit figure of
$56, 981. 04, and then neke the deductions and
adj ustments shown on this sheet of -- for Exhibit 19;
is that right?

A That's correct.

Q And woul d that adjustnent carry through to
all your other exhibits?

A Yes, it woul d.

Q Coul d you point that out in each exhibit as

we go through how that adjustnment would work?
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A. Al right.

Q And renenber we're trying to nake a record
that will be clear --

A Ri ght .

Q -- long after we're finished in this room

A. Right. Starting with Exhibit 115, which is
the witten testinony, there are references
t hroughout this testinmony to the exhibits behind.
Since all of the exhibits behind will be an
addi tional 15,000 plus additional |oss, these nunbers
woul d change, as well. Going to 116, no change.
117, the adjustnents in Note Six would stay the sane,
because the begi nning nunmber was merely their
i ncorrect nunmber they started with, so we still have
to make all the addition corrections. | don't
beli eve any other of those notes are changed.

Moving to Exhibit 118, these nunbers woul d
not change. 119 is where we start showi ng anal ysis
based on their original incone, so each of these
nunmbers woul d have to be -- each of these net |oss
nunbers at the bottom woul d need to be increased by
t he $15, 000 that they have adjusted their pro forma.

Q Now, Ms. Wal ker, am |l correct that you're
referring -- when you're tal king about the 15, 000

that Kl een has adjusted its pro forma, that's the
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di fference between their net profit in Exhibit 44 on
t he conbi ned pages and the net profit on Exhibit 51

is that right?

A That's correct.
Q Ckay.
A That's correct. There were several itens

t hey changed on Exhibit 51, the net of which is
$14,991. So I'mrounding that off, | apologize, to
$15,000. It's very close to the other arithnmetic
errors, although they are different. They nade
adj ustnents to specific line itens starting with a
nunber that | believe was incorrect, so we would
still need to nake those.

So back to Exhibit 119, each of those net
| oss nunbers would need to be increased by 15, 000.
Moving to Exhibit 120, the | oss nunbers here, the net
| oss based solely on cost adjustnents, in the niddle
of the page, the 27,000 would need to be increased by
15,000, as well as each of the three | osses to the
right. Each of those would need to be increased.
The 1 oss woul d need to be increased, in other words,
a greater loss by 15, 000.

Movi ng to Exhibit 121, we used the sane
assunption in the mddle of the page, which, again,

woul d need to be -- the | oss would need to be



0774

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

i ncreased by 15,000, as would each of the | osses to
the right.

Exhibit 122, in the mddle of the page, we
tal k about funding the |osses that they would incur
Those each would need to be increased by $15, 000,
whi ch woul d increase the bottomline cash shortage
addi ti onal $15,000 each line, meking those | arger
| osses.

Woul d not change Exhibit 123, and | believe
that's the end of the -- ny exhibits.

Q Ms. Wal ker, referring you to Exhibit 50,
which is a revised pro forma bal ance sheet anal ysis
subm tted by the applicant on a combi ned basis for
Regi ons One through Four. Looking at the first
colum, where it says Initial Values, were you here
for M. Lee's testinmony with respect to the figure
shown as stockhol der | oans?

A Yes, | was.

Q Woul d you pl ease interpret this bal ance
sheet in terns of what you believe it shows in ternms
of what the working capital requirenments of this
busi ness woul d be?

A. To begin with, in the first columm, let me
get to the right exhibit, there is a colum headed

initial values, and this was the starting place for
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M. Lee to work through his bal ance sheet through the
end of his first year. And he has got a begi nning
cash of 66,270, he has materials, he has supplies, he
has equi pment, and all of that, other than $950,

whi ch is being paid by accounts payabl e, which nmeans
it's still due, still needs to be paid, he is show ng
a capital investnment of $5,000 and stockhol der | oans
of 104,770. What that tells me is that they intend
to supply the conpany on day one with $66, 000 in
cash, $950 in materials, 20,000 in supplies, and
23,500 in equipnent.

That noney to provide those assets has to
come from somewhere. And they're showing it as
capital investnent of 5,000, whether or not that is
an additional |oan by shareholders or just cash that
they are putting in, it would have to cone fromthe
owners. The sharehol der | oans are either cash coning
from the sharehol ders or |oans that they're taking
out el sewhere and funding the operation with cash.

Q Ms. Wal ker, | ooking at Exhibit 51, is there
any allowance for interest on stockhol der | oans or
any ot her kind of |oans?

A There is not.

Q And if there were |oans to be nade to the

Kl een business to start up their bionedical waste
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busi ness, woul d you expect there to be interest
obl i gations?

A Yes, | would. |If they went to a bank, the
bank is certainly going to charge theminterest, plus
| oan fees, and if it is a stockhol der |oan, the
I nternal Revenue Service requires that interest be
pai d, at |east annually, on stockhol der | oans.

MR, JOHNSON: Okay. | have no further
guestions, Your Honor.

JUDGE RENDAHL: Ckay. M. Haffner

RECROSS- EXAMI NATI ON
BY MR HAFFNER

Q Ms. Wal ker, in your evaluation of Exhibits
50 and 51, and let me, | guess, focus on 51, did you
take into account the starred items on that exhibit
to note any recogni zed increases in expenses that
reduced the revenue or the profit from 71,000 to
$56, 000?

A My understandi ng of Exhibit 51 is that the
combi ned P&L that was presented as 44 was the
starting place for this pro forma. No backup detai
was used to change Regi on One through Four. Then
adj ustnments were nmade for the -- on the starred line

itens.
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So what has happened is that these
adj ustnents that have been nmade on 50 do affect the
revenue that is being shown now as 56,981.04. They
do not correct any of the prior addition errors,
which were the starting place for this form

Q Now, |let nme wal k through sone of these. For

i nstance, if we conpare the -- on Exhibit 44, the
Combi ned Regi ons One and Four Pro Forma Profit and
Loss Analysis, and if we conbine that to the Revised
Pro Forma Profit and Loss Analysis, which is Exhibit
51, we clearly indicated that we changed sone of
these figures, and these were subnmtted specifically
in rebuttal to your prior testinmony that said that we
made sone errors, and so we attenpted to correct sone
of those mi st akes.

For instance, in vehicle |ease, under
i ndirect cost of sales, it appears that we have -- |
guess -- | think on that one we decreased the
expense, and then on vehicle operating -- let's see.
Is that right? Vehicle operating, we went from 22
cents a mle to 30 cents a mle, and that went up in
expense from 16, 000 to 22, 000.

I mean, that's a $6,000 difference in
expenses that woul d have accounted for the reduction

in the projected revenue, or projected profit. D d
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you take that into account?

A | don't believe the 30 cents was in one of
my corrections, so you would have to -- ny
understanding is 51 started with the 71,000, and then
he made these adjustnments. Not all of the addition
adj ust nents have been addressed in 51

Q Let me ask the question in a different way.
When you just testified about how your exhibits to
your pre-filed testinmony would need to be -- how the
net |losses in those exhibits would need to be
i ncreased by the $15,000 reduction in net profit that
is denonstrated in the difference between Exhibits 51
and Exhibit 44, when you nmeke that statement, you're
not taking into account, are you, that, in our
revised pro formas, we increased sone of the expenses
to get to that reduced profit figure?

A I'"m seeing that there were changes nade for
various expenses in 51 that do not correct the
addition errors.

Q But the addition errors were not the only
basis for your determ nation that our profit figures
were incorrect in your initial pre-filed testinony;
correct?

A I think you will find that | have not only

adj usted your profit for addition errors, but then
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have also adjusted it for various assunptions above
and beyond addition problens. The 15,872 that fl ows
through all of ny testinmony exhibits only relates to
the addition. So if any adjustnents were made on
your part for correcting the assunptions, those are
two different things.

Q Okay. And that's exactly ny point, the
gquestion that |I'masking you. | think it's on
Exhi bit 120 where you list some of the assunptions
that you feel we didn't nmake or that you di sagree
with; is that correct?

A That's correct.

Q Okay. So to the extent that we've addressed
sone of those assunptions and nodified our revenue,
our profit picture, that net |oss of $27,000 that you
carry through all of your other exhibits wouldn't be
exact -- wouldn't be the same anynore, would it?

A That's assuming | agree with your
assunptions, which | obviously don't.

Q And | agree to that. |'mnot asking you to
agree or disagree with those. |'mjust pointing out
that you hadn't taken that into consideration when
counsel asked you about adjusting all of these other
exhi bits?

A The 15,872 addition error still needs to be
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made, | believe, to all of these exhibits. The
adj ustnrents made on 51 nmay address sone of these
further adjustnents |isted below that, and they will
be in different amounts than what | have here,
because your assunptions are different.

MR. HAFFNER: Correct. | don't have any
ot her questions of the w tness, Your Honor

JUDGE RENDAHL: M. Sells.

MR, SELLS: None, Your Honor

JUDGE RENDAHL: M. Trautman.

MR, TRAUTMAN: No

JUDGE RENDAHL: M. Johnson, any redirect?

MR, JOHNSON: Your Honor, if | coul d.

REDI RECT EXAMI NATI ON

BY MR JOHNSON
Q Ms. Wal ker, perhaps the best way to do this

is just to | ook through Exhibit 120 and go through
those cost itens in relation to the nodifications
made on Exhibit 151, and we can perhaps clarify how
-- in detail how the changes in the cost assunptions
in Exhibit 51 would affect this particular exhibit.

MR. HAFFNER:  Your Honor, 1'Il object. |
don't think it's necessary to do so. | think the

evi dence speaks for itself and we can nmeke argunent
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of that in briefing.

MR, JOHNSON:. This is not argunent; this is
clarifying the record with respect to Exhibit 120.

MR, HAFFNER: But if all --

JUDGE RENDAHL: | think, |ooking over
Exhi bit 120, ny understanding, and Ms. Walker, if you
can correct nme, the first nunber in the right-hand
colum, 71,153, would now be nodified to 56,981, to
reflect what is included in Exhibit 150, 1517

THE WTNESS: In 51.

JUDGE RENDAHL: All right. In your mnd,
you would still subtract the 15,872 for addition
errors?

THE W TNESS: That's correct.

JUDGE RENDAHL: And then the renaining
adj ustnments below is what we're tal king about here,
and the adjustnments that Kl een has made are reflected
i n Exhibit 150.

MR, JOHNSON. |'msorry, they're in Exhibit
51, Your Honor.

JUDGE RENDAHL: I n Exhibit 51. And what
you' re proposing to do in response, M. Johnson, to
Exhibit 51, is to explain what would show differently
based on Exhibit 517

MR, JOHNSON: Right, Your Honor. M
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1 proposal was, based on M. Haffner's questions about
2 the effect of Exhibit 51 adjustnents on this

3 particul ar exhibit, 120, was to go through those

4 items and note the differences.

5 JUDGE RENDAHL: Okay. To the extent that

6 you wanted to show what the changes from exhibit --
7 from 120 due to Exhibit 51, | think we can do that on
8 paper, but if there's something that you would do

9 differently in response to 51, then that is the

10 appropriate subject of rebuttal

11 MR, JOHNSON: Right, and that's where

12 wanted Ms. Wal ker's comment, as we go through these
13 cost items.

14 JUDGE RENDAHL: Okay. And | think that's
15 appropriate, because that's what the rebuttal is

16 about, so we can get ourselves to a proper place.

17 MR, HAFFNER: Okay.

18 JUDGE RENDAHL: And if we're just talking
19 about how the addition carries through based on 51

20 then we don't need to do this.

21 MR, JOHNSON: Right, Your Honor
22 JUDGE RENDAHL: All right.
23 Q So the first item bel ow the additions

24 correction on Exhibit 120 is for the correction of

25 the public utility tax rate and the WJUTC f ee.
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Exhibit 51, if you'll look at that, provides a public
utility or a tax -- a tax obligation -- provides for
a tax obligation. It says, on the line that says

taxes (public utility) of zero. You had, in your

Exhi bit 120, proposed a combi ned WUTC fee and public
utility tax correction of 2,217. What is your -- you
were here for M. Lee's testinobny with respect to the
public utility tax. Do you believe that a zero
public utility tax is appropriate?

A No, | do not.

Q Woul d you expl ain your position on that?

A | -- without further research, | just cannot
believe that it is zero. Every single solid waste
medi cal waste client that |'ve worked with since 1981
pays public utility tax on all their activity here in

Washi ngton. Many of those transfer their waste to

Oregon. They are still taxed in Washi ngton on that
revenue.
Q So do you have an explanation for -- M. Lee

testified that he called a couple people or called a
couple of times to the Departnment of Revenue and got
advice that the tax rate would be zero. What would
your understandi ng of that kind of advice be?

A My experience, when you are calling to any

tax agency, is, nunber one, you're usually going to
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get a wong answer. The percentages are not very
good.

The second thing that's probably a little
bit nore appropriate is that not all of the
information that is pertinent to the state of
Washington is being given. And it's not that the
person is not trying to give themall information
they just don't understand all of the various nuances
to our state tax that would snare theminto paying a
tax. So if you've called and just asked, |'m going
to pick up things in Washington and take themto
Oregon, is that taxable? In many cases, that's true,
it'"s not. It would be taxable in Oregon, but it
woul dn't be taxable in Washington. | believe that
the situation that Kleen is endeavoring to enter into
i s taxabl e in Washi ngton.

Q And is it your understanding that if Kleen
was picking up fromcustoners and transferring
directly out of state, that would be exenpt?

A I've never seen a solid waste conpany not
pay the PUT tax, and that woul d nmean every single
trip would have to go to Oregon with no stops in

between at any facility for storage or overnight or

Q So what is your testinmony now with respect
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1 to the applicable tax rate, public utility tax rate
2 or otherwi se, that Kl een would be required to pay, if
3 any, on its revenues?

4 A My belief is that they would be subject to
5 the public utility tax rate of .642 percent.

6 Q The next cost adjustnent is for licensing

7 fees, licensing and fees, and you showed an

8 adj ustment on Exhibit 120 of $2,618. Kleen has

9 adjusted their figure and they've added a figure of

10 $1, 700, or they've adjusted their figure to $1, 700;

11 is that correct?
12 A That's what | see, yes.
13 Q What's your view as to that adjustnment? |Is

14 there any adjustment required in your figure here on
15 Exhibit 1207

16 A I'"m assuning that they're picking up the

17 [icenses that | listed, so that would be an

18 adj ust ment - -

19 Q So this should be --

20 A -- of the 1,700.

21 Q This should be $1, 700, then?

22 A Right. Well, no, the 2,618 needs to be

23 reduced by 1, 700.
24 Q And vehicle operating costs, if you | ook at

25 Exhibit 51, you'll see that they adjusted their
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vehicl e operating costs to 30 cents per mle, and
bel i eve the annual cost itemthere nowis 22,802.
Wul d that affect the adjustnment you made on Exhi bit
1207

A. Yes, it would. | still believe that they
wi Il incur nmore vehicle operating costs than they
have got here.

There's another thing to factor in there.
don't believe that you can say the nunber that
t hey' ve now added i ncreased here covers everything
that | have got in this adjustnment. The adj ustnent
that | made does not include repairs and nmintenance,
it does not include | ease expense, it does not
i ncl ude vehicle insurance, and it does not include
vehicle depreciation, so it is nerely the fuel and
oil, tires, that sort of thing.

So they indicated that their 30 cents per
mle that they' re using does not include
depreciation, but that it mght include repairs and
mai ntenance. |'mnot sure what they all -- what al
that includes. Wat | deducted was giving themthe
benefit, | guess, that the insurance was being
reported el sewhere, and that the repairs were being
reported el sewhere, and that the -- what was the

other thing -- depreciation. There is none on a
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| ease.

Q Okay. So in any event, they've now
suggested 30 cents a mle as a figure, and you used
39 cents. This would have to be adjusted at least to
show the increase in the 30 cents from 22 cents,
would it not?

A Yes, it woul d.

Q And | guess your other conments go to
whet her 30 cents is the right nunber; is that --

A. Ri ght .

Q How about nmnagenent expenses,
transportation, administration and nanagenent ?

A I don't see that they've added anything for
t hat .

Q Okay. The liability insurance?

A They have increased that by $4,300. | nean,
I'msorry, $43.

Q Forty-three doll ars?

A. Forty-three dollars. | still believe that's
grossly underesti mat ed.

Q What's the basis for that view?

A I work with, as | said before, lots of small
busi ness owners, | have worked through the years with
many solid waste di sposal conpanies, | worked with

hazar dous waste cl ean-up conpani es, and | have yet to
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see an insurance rate, even on a margi nal basis, of
$1.31 per 1,000. It is tending to run between 16 and
$46 per 1,000, on average. We got an actual quote to
give us a better idea, of what they may experience,
and that is how we came up with this adjustnment on
Exhi bit 120.

Q Okay. We tal ked about the hydrocl ave, and
so | don't think we need to go through that. Perhaps
we've made all the adjustnents necessary, or at |east
noted where all the adjustnents would need to be nade
on Exhibit 120.

A Can | make one other conment? Back on those
licenses, we've said that it needed to be adjusted by
$1,700. That's incorrect. It needs to be adjusted
by $1,600. They had originally in there $100, and
had taken that into account in mine, so the
adj ustrent is 1, 600.

Q Okay. Thank you very nuch, Ms. Wl ker

A You' re wel cone.

JUDGE RENDAHL: M. Haffner.

MR. HAFFNER: Thank you, Your Honor

RECROSS- EXAMI NATI ON
BY MR. HAFFNER

Q Ms. Wal ker, as long as we're pointing out
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some issues here with which itens that we need to be
aware of that were changed, | believe we tal ked about
the public utility tax, but not a WJTC fee. And
t hought on Exhibit 51 that there was an additiona
itemfor a UTC fee of $1,579. Do you see that?

A | do see that.

Q And so woul d that item change your
adj ust ment ?

A Bet ween that and ny belief you still owe the
PUT tax, there is sonme adjustment. But if you | ook
to note seven in Exhibit 117, in Kleen's original pro
forma, there was $1, 923 of tax, which has now been
renoved, so we now have to add 1,923 back, take away
the 1,583, and -- or the 1,580 that you' ve got here,
and then add back the 2,551. So there is sone
adj ustment there, but you have to take all three
factors into account there.

Q And |'m sorry, you've lost ne on the 2,551
VWere did that come fronf

A That is what | believe your public utility
tax is going to be.

Q Okay. So that's a matter of opinion between
you, as an expert in this area, and our own financia
advi ser?

A That's correct.
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Q Ckay. And | guess | should clarify, | don't
know i f you've been qualified as an expert in this
area, so nmaybe | spoke incorrectly. [|'Il retract
t hat .

JUDGE RENDAHL: M. Sells -- I'msorry,
you' re done?

MR, HAFFNER: |'m sorry, |'m not done, Your
Honor. | still have a couple nore questions, a few
nor e questi ons.

JUDGE RENDAHL: All right.

Q You spoke about the requirenments for
licensing fees and the fees that would be anticipated
for that. Wat know edge do you have of what
licensing requirenments an operation like this wll
have?

A There is a list of those requirenents on --
as Note 18 to Exhibit 117. And these are the
required |licenses that Kl een would have to incur in
order to do business as they've proposed to do.

Q Is there anything listed here for a transfer

facility for the state of Washington, for King

County?
A. I don't see one listed for King County.
Q Okay. Are you aware of whether such a fee

woul d be required of this applicant?
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A That one |I'mnot aware of. That's not to
say it's not due. That would be an additional fee.

Q In your analysis, and | think this is back
on Exhibit 120, you indicated that managenent
expenses needed to be increased by approxi mately
$8,000, a little less than $8,000. Wien you nude
that analysis, did you observe -- and I'I|l refer to
Exhibit 51. Did you observe, under direct cost of
sales, a line itemfor disposal administration
which, at the end of the year, provided for $42,840?

A | see that on 51.

Q That's a significant difference in your
managenent expense, isn't it?

A. This was not related in your origina
testinony as being a person. It says it's $2 a box,
whi ch sounds |ike some sort of supply, which then, if
it's not a supply, then there woul d be additiona
expenses to providing the service when | was
conparing these expenses to what Stericycle has
experienced.

Q I"'mnot quite sure | understand that, but
let me -- so let me ask. If this -- if the testinony
in this hearing indicates that the figure of $42,840
is for managenent expenses, would that offset, by

al mrost $35, 000, the managenment expense you claim
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needs to be adjusted?

A It would be a replacenent, and then we would
have to add what | believe this disposa
admi nistration to cover.

Q And what did you believe it covered?

A. In looking at Stericycle's experience of
provi ding service, there are direct expenses that
relate to providing that service that are not | abor
They are other things, and that's going to be a whole
list of things.

When | was conparing your original testinony
to Stericycle's activity, | was trying to align what
you were purporting to be your direct expenses versus
what Stericycle of Washi ngton experiences. O her
than the itens that |'ve noted on these -- Exhibit
120, | believe themall to be included in this
amount. So if this amount now does not include those
items, then they would have to be added as additiona
expenses.

Q And you've not listed --

A And then this would be replaced for the

adm n.
Q And you may want to submit that now, I
suppose. |I'mnot sure. But you have not identified

what those expenses woul d be anywhere, have you?
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A. No, because until yesterday's testinony, |
did not know that this disposal adnm n was a person

Q Okay. You nentioned a quote for liability
i nsurance. How did you obtain that liability
i nsurance quot e?

A. That was requested through Steve Johnson of
a local insurance agent.

Q So that was your -- Stericycle's attorney
that made that quote, not you personally? Made that
request, pardon ne.

A Yeah, he did not nake the quote. We have an
actual quote froma legitinmate insurance conpany,
which is going to be a good -- a good estimte of
what it would cost. Stericycle's historica
i nsurance was hard to use as an exanple, because it
includes a lot of other facilities and could not be
br oken down by Washi ngton only. Based upon ny
experience with my other clients, your estimte was
grossly under what | would believe insurance to be.

Q What information did you give your other
clients about the type of operation that needed to be
i nsured?

A. I'"msorry. Ask that again.

Q What type of information did you give to the

i nsurance carrier that you asked for a quote for the
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type of business that needed to be insured?

A | believe that is in the quote. Since | did
not ask the question to the insurance agent, | cannot
answer .

Q I thought you just testified, though, that

it's your knowl edge that this type of insurance, as
qgquot ed by Kl een, grossly msrepresents the cost that
t he adequate insurance would require?

A Based upon my experience, with all other
clients that I work with, and based upon the quote
that we received, with Kleen's particular industry
bei ng noted, the insurance quote and my experience
with my clients |eads me to believe that your
estimate of insurance is grossly underesti mated.

Q But you --

A So | had to nmake sonme basis for an
adj ust ment .

Q But you've not spoken to an insurance
carrier about this particular service that's being
provi ded and its insurance needs, have you?

A | think -- again, | did not call. You
woul d have to ask that of M. Johnson
MR, HAFFNER: Thank you. No ot her
guestions, Your Honor.

JUDGE RENDAHL: All right. Nothing from
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1 you, M. Sells?

2 MR. SELLS: No, Your Honor

3 JUDGE RENDAHL: M. Trautman.

4 MR, TRAUTMAN:  No.

5 JUDGE RENDAHL: | don't have anything

6 further. M. Johnson, are we done?

7 MR, JOHNSON: | think we are. Thank you.

8 JUDGE RENDAHL: Ckay. Thank you very mnuch,
9 Ms. Wal ker --

10 THE W TNESS: You're wel cone.

11 JUDGE RENDAHL: -- for appearing, and for

12 your detailed descriptions, and nmy understanding is
13 at this point you may renmain under oath, because

14 there may be a need to bring you back, but we'l

15 deternmine that at a |later date. But for now, you're
16 excused and you can step down.

17 THE W TNESS: Thank you.

18 JUDGE RENDAHL: We'|l take a five-mnute

19 break while we change witnesses. Let's be off the
20 record.

21 (Recess taken.)

22 JUDGE RENDAHL: Let's be back on the record.
23 Al right. W're back on the record after our second
24 break this norning, and now we're proceeding to

25 testimony of M. Philpott. So M. Philpott, if you
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1 could state your full name for the record, spell your
2 | ast nane, and state your business address, that

3 woul d be hel pful.

4 MR. PHI LPOTT: M chael Scott Phil pott,

5 that's P-h-i-l-p-o-t-t. And ny business address is
6 20320 80t h Avenue South, Kent, Washington, 98032.

7 JUDGE RENDAHL: Okay. |If you'd raise your
8 ri ght hand, please.

9 Wher eupon,

10 M CHAEL SCOTT PHI LPOTIT,

11 havi ng been first duly sworn, was called as a wtness
12 herein and was exani ned and testified as follows:

13 JUDGE RENDAHL: Ckay. Please go ahead, M.

14 Johnson.

15 MR, JOHNSON. Thank you, Your Honor.
16
17 DI RECT EXAMI NATI ON

18 BY MR JOHNSON:

19 Q M. Philpott, | would refer you to Exhibit
20 60-T, it's before you, and ask you to | ook at that.
21 It looks like it's a 28-page docunent entitled

22 Pre-filed Testimony of Mchael Philpott. 1Is that
23 your signature on page 287

24 A Yes.

25 Q And is this your testinony, and would you
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1 like the Uilities and Transportation Conm ssion to
2 accept it as such?

3 A Yes.

4 Q And does that include the exhibits that are
5 attached, which | believe are shown as Exhibits 61

6 t hrough 80? Please review those, see if they're

7 correct exhibits.

8 A Yes, those are the exhibits that were

9 attached to ny pre-filed testinony.

10 MR, JOHNSON. Okay. Your Honor, at this

11 tinme we woul d offer Exhibit 60-T and Exhibits 61

12 through 80 for admission into the record.

13 JUDGE RENDAHL: M. Haffner, do you have any
14 obj ection?

15 MR, HAFFNER: 1'd like to reserve ruling on
16 all of those exhibits, and | would Iike to, however,
17 nove to strike a nunber of portions of the pre-filed
18 testi mony, specifically Paragraphs 30, 31, 32, 33,
19 34, 36, 37.

20 JUDGE RENDAHL: |1'msorry, you're going too

21 fast for me to take down.

22 MR. HAFFNER: |'m sorry.
23 JUDGE RENDAHL: So 30 through 347
24 MR, HAFFNER: Yes, 30 through 34, 36 and 37,

25 39 and 40, and subparagraphs A and B of 42.
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JUDGE RENDAHL: All right. Well, | guess at
this time, I'lIl reserve ruling on the exhibits while
we go -- after we go through the cross, as well as

the notion to strike, which I will consider, if not
today -- well, | guess it would be today. 1"l
consi der today or resolve it next week.

MR, HAFFNER: Okay.

JUDGE RENDAHL: So with respect to 60-T, we
may reserve ruling on that until next week, but |
will take a |look at that over the |unch hour, based
on what we get into in cross today, and see if | can
make a determination on that by the end of the day.
M. Johnson, before | make a ruling, I'Il allow you
an opportunity to make an argunent. So | guess what
I'd suggest on the notion is that why don't we wait
until M. Philpott has finished, we've finished
exam nation, and then have an argunent on the notion
to strike. 1Is that appropriate?

MR, HAFFNER: | will try and remenber, after
my cross-examination, to raise that issue.

MR, JOHNSON: Could we go back to the
par agraphs that M. Haffner referred to, make sure
have thent?

JUDGE RENDAHL: M. Haffner, | understand

you' re objecting to Paragraphs 30 through 34, 36 to
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MR, JOHNSON:. Excuse ne. Let ne just nake a
note here.

JUDGE RENDAHL: Let's be off the record.

(Di scussion off the record.)

JUDGE RENDAHL: Okay. Let's be back on the
record. While we were off the record, we clarified
that the objection is to Paragraphs 30 through 34,
Par agr aphs 36 and 37, Paragraphs 39 and 40, and
Subpar agraphs 42A and B of what's been marked as
Exhi bit 60-T, which is M. Philpott's pre-filed
testi nony.

So why don't we go ahead with any

cross-exam nation, M. Haffner. W'IIl be breaking in
about 15 minutes for lunch. We'IIl continue after
I unch, and when you've concluded, we'll have an

argunment on the notion to strike.

MR. HAFFNER:  Thank you, Your Honor. And
apol ogi ze, but after listening to M. Johnson's
comment about the preanble to Paragraph 42, | would
al so include that in the notion to strike.

JUDGE RENDAHL: So basically the entire
Paragraph 42? 1'mnot |ooking at it, so --

MR, HAFFNER: No, Your Honor, just the

preanble. | believe the remaining Sections C and D
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are acceptable statenents of fact, although I may
di sagree with them

JUDGE RENDAHL: All right. Please go ahead,
M . Haffner.

MR, HAFFNER: Thank you.

CROSS- EXAMI NATI ON

BY MR HAFFNER

Q M. Philpott, what is the nature of the
rel ati onship between Stericycle, Inc. and Stericycle
of Washington, Inc.?

A Stericycle, Incorporated is the corporation
that owns wholly Stericycle of Wshington
Stericycle of Washington is a transportation arm and
that is the entity that's licensed by the UTC to hau
medi cal waste in the state of Washi ngton.

Q And Stericycle, Inc., the parent conpany,
can | call it?

A Sur e.

Q It is a huge conpany, is it not?

A Expl ain by -- what you nean by huge.

Q I think | saw somewhere that it has 300, 000
customers in 48 different states, the District of
Col unmbi a, Puerto Rico, Canada and Mexico; is that

correct?
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A That's correct.

Q Does a conpany |ike that have any
conpetition in its service of bionmedical waste?

A Yes.

Q Where? And how?

A. Virtually every state that Stericycle
operates, there's conpetition.

Q What type of conpetition?

A I don't understand your question.

Q | believe in this state, it's established
that there is conpetition fromlocal garbage haul ers
that will haul, | believe the testinobny in this case
i s probably anywhere from-- or that have up to 110
medi cal waste custoners.

MR, JOHNSON. Your Honor, | object to M.
Haffner's characterization of the testinony. The
only local haulers we've had here are those that are
represented by M. Sells. | don't think he presunes
to represent, nor has testinmony been offered with
respect to what other |ocal haul ers throughout the
state may provide in the way of nedical waste
col l ection services.

JUDGE RENDAHL: Maybe, M. Haffner, you can
clarify your question.

Q Are there any conpanies that Stericycle
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conpetes with that are as big as Stericycle, that
have as many custoners as Stericycle does?

A Yes.

Q Who woul d t hat be?

A. It woul d depend on whi ch market pl ace you're
speaki ng of.

Q Can you identify who you believe the | argest
conpetitor of Stericycle is?

A | personally cannot, because |I don't run
those divisions of the conpany in our other market
ar eas.

Q Are there conpetitors of Stericycle that are
not traditional garbage conpanies, such as a LeMay or
Rubati no or Consolidated, as in this case?

A \\her e?

Q Anywhere that you're aware of in the United
States?

A Yes.

Q Where woul d that be?

A Virtually anywhere across the United States.

Q So there are other nedical waste collection
and transportation conpanies out there conpeting with
Stericycle that don't do curbside pickup?

A I would imgine, yes.

Q Are there any marketpl aces where Stericycle
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is not considered to be the prenmi er or dom nant
carrier?

MR, JOHNSON:  Your Honor, | have to object
to these questions. They have nothing to do with the
state of Washington, as far as | can figure out.

What we're really tal king about, | believe, is an
application for nedical waste collection service here
in the state of WAshi ngton

JUDGE RENDAHL: M. Haffner

MR, HAFFNER: | believe that the -- they've
established that they are a subsidiary, a
whol | y- owned subsi diary of an international nedica
waste collection and transportation service. To the
extent that they face conpetition in other areas,
think it's relevant that they have the ability to
wi t hstand that conpetition through the strength of
their parent conpany.

MR. JOHNSON: Well --

JUDGE RENDAHL: M. Johnson

MR, JOHNSON:  Your Honor, that goes nore
toward the issue of the Stericycle, Inc. cash flow or
revenues, net profit, that kind of thing. [|'m not
sure M. Philpott is the person to answer those
guestions, but | don't believe your questions about

conpetition go to the issue of whether Stericycle,



0804

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Inc. has resources that it could use to support a
service here in Washi ngton.

JUDGE RENDAHL: M. Haffner, you're going to
have to tie this in nore to the state of Washi ngton
especially if M. Philpott can't answer the financia
guesti ons.

MR, HAFFNER: Let nme go directly, maybe, to
the financial questions, see if he's able to answer
it.

Q Do you receive any financial assistance from
Stericycle, Inc.? And let ne rephrase it. Does your
conpany receive any financial assistance from
Stericycle, Inc.?

A. What do you nean by financial assistance?

Q Does it receive any infusions of noney,
whet her by |l oan or capital investnent in this conpany
in this state?

A | believe at the inception, in 1992, when
Stericycle of Washington was forned, it was forned by
a loan from Stericycle, Inc.

Q What was that date, again?

A | believe it was 1992. And it nmy have been
a year earlier when they started to do this. |
didn't join Stericycle of Washington or Stericycle,

Inc. until 1999, so those exact dates, | may not be
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exact on.

Q Is it Stericycle, Inc. that owns the Mrton
facility?

A Yes.

Q And they own it entirely. In other words,

your conpany doesn't have any ownership interest in
that company -- in that facility, pardon ne?

A. That's correct.

Q And isn't it true that your conpany has a
contract with Stericycle, Inc. for the use of that
facility?

A That is correct.

Q Isn't it also true that that contract allows
Stericycle, Inc. the right to control all the aspects
of collection, transportation, and delivery functions
by your conpany?

A I don't understand your question.

Q Doesn't the contract that your company has
with Stericycle, Inc. provide Stericycle, Inc. the
right to control all aspects of collection,
transportati on and delivery functions by your conpany
i n Washi ngt on?

MR, JOHNSON: Your Honor, | have to object
to this question, because this contract speaks for

itsel f. If M. Haffner wants to offer the contract,
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he may.

MR, HAFFNER: Okay. | was going to use it
to just refresh his recollection, but | guess we can
offer it as an exhibit. Unfortunately, | only have
the one copy with ne, but | can get copies for
everybody. If | could just offer it to refresh his
recollection, | think we could probably nove on

JUDGE RENDAHL: Let's be off the record for
a nonent.

(Di scussion off the record.)

JUDGE RENDAHL: Let's go back on the record.
While we were off the record, we marked as Exhibit 87
a Decenber 30th, 1993 agreenent between Stericycle,

I ncorporated and Stericycle of WAshi ngton
I ncorporated. M. Haffner, you're going to ask the
Wi t ness sonme questions on this?

MR. HAFFNER: Yes, I'Il sinply ask the
Wi tness to authenticate and verify the document.

Q M. Philpott, could you |look at the | ast
page of the docunent and tell nme whether -- are
ei ther of those signatures yours?

A No, they are not.

Q Who signs there for Stericycle of
Washi ngt on?

A Currently?
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Q Wel |, do you recall who that signature is, a

Ri chard somebody?

A No.
Q Have you ever seen this agreement before?
A. I have seen it before, yes.

MR, HAFFNER: Okay. And I'll let the

docunment speak for itself and ask that it be
admi tted.

JUDGE RENDAHL: M. Johnson.

MR, JOHNSON:. | have no objection, Your
Honor .

JUDGE RENDAHL: All right. Exhibit 87 will
be admtted. Do you have any other questions for the
wi tness on the exhibit?

MR, HAFFNER: No, Your Honor. Again, I'l
et the exhibit speak for itself. | believe it
provi des the provision that | was referencing
earlier.

Q M. Philpott, you were here earlier this
nor ni ng when Ms. WAl ker was di scussing the effects of
this proposed service on Stericycle, were you not?

A Yes.

Q | believe in your testinony, on page 12, you
i ndi cated that your conpany has 140 |arge quantity

generators as customers?
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A Correct. Those would be custoners that we
woul d categorize as $1,000 or nore on a nonthly
revenue basis.

Q Okay. | did sone math earlier, | have a
calculator with me if you'd like, but it's ny
under standi ng that the revenue of those 140 custoners
at alnost $4.2 million -- that's an annual revenue;
is that correct?

A Correct.

Q And t hat woul d average out approximtely
$2,500 per custoner, per nonth? Do you have any
know edge of that?

A | don't have a calculator in front of nme,
and | couldn't tell you if that's accurate or not.

Q Okay.

JUDGE RENDAHL: M. Haffner, which page are
you referring to?

MR. HAFFNER: Page 12 of M. Philpott's
testi nony.

MR, JOHNSON: |'msorry, M. Haffner. What
sort of calculation are you proposi ng here?

MR. HAFFNER: Let's see if | brought ny
calculator after all that or not. The calculation
I'"m | ooking at was the revenue of $4.2 million

di vi ded by the number of custoners at 140, divided by
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12, 1 believe.

MR, JOHNSON. Well, the nunber | get, if
that's sonething inportant to you, is $2,498. 24.

MR. HAFFNER: Okay. And | had down $2, 500
in nmy notes, approximtely $2,500.

MR, JOHNSON. That would be an average
monthly; is that what you're --

MR, HAFFNER: Correct.

Q Wth that information, assum ng that that
nunber is correct, how many |large quantity generators
could be served with one driver and one vehicle by
your conpany?

A A hundred and forty |large quantity generator
custoners?

Q How many of those -- yes, you've identified
that you have 140 | arge quantity generators. How
many of those could be served with one driver and one
truck?

A. Well, virtually -- to figure out how many
custoners that you could serve with one truck and one
driver is based on where these custonmers are | ocated
and the type of containers they' re giving him For
instance, if you're getting incinerate-only waste,
your revenue would be a different volune than a | arge

quantity generator giving you waste off of a sliding
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scale. So a generator giving you $2,500 per nonth is

different quantities of containers.

Q What do you nean, waste off a sliding scale?

A Wel |, obviously, you've seen the Stericycle
tariff --

Q Yes.

A -- that we provided, because one | ooks

simlar to ours. Based on the volune of containers
you provide, the ampunt you pay for that container
dr ops.

Q So you don't have any way to estimate how
many drivers and vehicles it would take to serve --
or how many |l arge quantity generators one driver and
one vehicle could serve?

A. In a transportation business, we don't
estimte. We need to know where the stops are and
what we're picking up. W use Map Point and we find
out the quantities, and that's how we figure out what
our routes are.

Q Okay. | guess, with that being said, if you
don't know where your routes are or where your points
are, how woul d woul d you expect sonebody to come up
with a proposal for estinmating their cost?

A | don't understand your question.

Q If you're saying that, in order for you to
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1 tell me whether you could -- and | nay be

2 m scharacterizing his testinony, but | think you're
3 sayi ng that you need to know where your specific

4 poi nts of pickup are before you can state what the

5 costs are for providing that service; right?

6 A. Absol utely.
7 Q So are you saying, then, it would be
8 i mpossi bl e for sonebody who's proposing a service,

9 t hat doesn't know where their specific points of

10 pi ckup are, to determ ne what their costs are going

11 to be?
12 A No. If you're asking nme if, to nake up a
13 nmodel , | would assune that if | had statew de

14 authority, that 1'd be picking up in every reach of
15 the state. | would include those figures in nerely a
16 pro forma or proposal that | was nmeking at that tine.
17 Q But if you don't know the specific points,
18 you pretty nmuch have to guess, don't you?

19 A. I'"'mfairly aware of the geographic area of
20 the state of Washington, so | can assune where ny

21 stops woul d be coming fromw thin somewhat of a

22 reason.

23 Q And what kind of a reason?

24 A | couldn't estimte.

25 Q Okay.
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1 JUDGE RENDAHL: M. Haffner, is this a good

2 time to stop or do you have nore in this vein?

3 MR, HAFFNER: We can stop and pick this up
4 later. It doesn't need to continue at this point.
5 JUDGE RENDAHL: Okay. Then let's take our
6 lunch break at this time. W'I|l be back at about

7 1: 30, 1:35. So we'll be off the record for our |unch

8 br eak.
9 (Lunch recess taken.)
10 JUDGE RENDAHL: Let's be back on the record

11 after our lunch break. W're continuing with

12 cross-exani nation of M. Philpott.

13 MR. HAFFNER: Thank you, Your Honor

14 Q M. Phil pott, we were exploring the area of
15 di version of revenue fromyour conpany if this

16 application is granted, and let ne try and rephrase
17 things in maybe a nore sinpler manner. |If your

18 conpany were to lose $1.3 mllion in revenue, how
19 many drivers would you need to lay off? And let ne
20 conpl ete that maybe by saying in order to retain a
21 vi abl e conpany?

22 A I don't think, just looking at it that way,
23 you' d necessarily say you could lay any drivers off.
24 By taking stops away in a particular city, |I'm

25 assum ng that we wouldn't | ose every account that's
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there, which would require our trucks to still go
there. So basically what you'd do is you'd still be
required to nmake those trips w thout gathering as
much revenue as you nornally woul d.

Q Wul d you make an attenpt to reduce your
expenses if it were possible to reroute those trips
and make nore efficient use of your equi pment and
| abor ?

A Well, you would always, in a transportation
business, try to linmt your expenses, but if your
truck is already going to that location, you're stil
going to incur the cost of needing to own the truck
and pay the insurance on it, pay your enployee, and
to get to that location. And in a transportation
busi ness, where you get the savings is by having nore
stops in one particular |ocation

Q How many vehi cl es do you operate?

A My testinmony that was provided, basically,
right now, we're operating 23 route trucks.

Q And | think, according to your testinony,
you have al nost 6,000 custoners?

A Correct, give or take, depending on the
nont h.

Q And am | hearing you say that if you | ost

$1.3 million in revenue, that would not affect your
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expenses of operation?

A Not necessarily. The one thing that would
affect is | think our stops probably average
somewhere in the ballpark of 15 mnutes a stop. So
if we lost one stop in a particular city, we'd save
15 m nutes of hourly wage or, you know, the tinme that
that truck is running. So it would be, you know, 15
m nutes difference for one stop in a particular city.

Q So you' re saying one stop would take
approxi mately 15 mi nutes?

A Bal | park. That's generally what the average
-- 15 mnutes a stop.

Q So you're just running in, picking up stuff,
and taking it out, and giving the docunentation that
you provide?

A Correct.

Q If you could take a | ook at Exhibit 67.
Towards the bottom of the upper section, there's a
message center box.

A MM hmm

Q And it says, Thank you for keeping your
account current. And then the next line says, Due to
rising fuel costs, your invoice may reflect a
tenporary energy charge. Do you see that?

A Yes.
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Q Is that a provision that is included in your
tariff?
A Well, we have never charged a energy charge

or a fuel cost. This invoice is an invoice that's
generated by our corporate office and is a genera
i nvoi ce, and we've never charged a fuel cost to
anybody in the state of Washington at any point in
tinme.

Q Are all of your billing procedures handl ed
by your corporate office? And when | say your
corporate office, | see here there's an address of
Sun Valley, California. |Is your billing handl ed by
Stericycle, Inc.?

A. It depends on what portion of billing you're
speaki ng of.

Q Well, for instance, | look at this
particular bill, and down at the bottomthere, it
says, Please send paynent to Stericycle, Inc. in
Phoeni x, Arizona. Are all the -- is the revenue for
medi cal waste that you collect fromcustoners, do the
custoners pay those bills to Stericycle, Inc. instead
of Stericycle of Washi ngton?

A. No, the bill is paid to -- Stericycle does
the billing function, but the revenue is reported to

Stericycle of Washi ngton.
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1 Q You say reported, but it initially goes

2 directly to Stericycle, Inc. in Phoenix, Arizona,

3 doesn't it?

4 A Sur e.

5 Q And then Stericycle, Inc. allocates back the
6 revenue to you in sonme fornf

7 A Well, if you look on our invoice, it's going
8 to tell you what the custonmer number is and the

9 location, and it's not very difficult for themto

10 figure that this is a generator from Washi ngton, and

11 that's where the noney woul d be applied.

12 Q Sure. It would be properly allocated --
13 A Correct.
14 Q -- based on the volune that you generated

15 But, again, this claimto be able to increase rates
16 is not allowed in your tariff, is it, or it's not

17 provided for in your tariff here in Washington, is

18 it?
19 A. It's not, but that's why it says it may
20 reflect. It doesn't say it does reflect; it says

21 may. So if sonebody isn't charged, it's not

22 affecting their charge whatsoever.

23 Q Now, this is the bill for services rendered.
24 This isn't any formof manifest or certificate of

25 destruction, is it?
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A. Actually, this is a certificate of
destruction, as well.

Q How does this establish that the waste has
been destroyed?

A. Well, if you'll look up at the top of the
invoice, it's going to tell you the generator's nane,
t hat has obviously been crossed out, and it's going
to tell you their site nunmber, which is 001, okay.

If you go down below, it gives you a date of

5/ 03/2004. You can see that that's a nanifest
nunber, and it says, on that particular date the
quantity of two containers were picked up that were
40-gallon red square tubs for disposal, and they're
telling you what the charge is for it.

If you'll turn to the other -- | don't know
what order they're in here, that are provided to you,
there's going to be a printout. It |ooks like it's
166.

Q MM hmm

A On 66, it will show you this is what our
handhel d scanners print out for the generator, and
it's areceipt. And what this will tell you is it's
going to tell you a manifest nunmber, that you can see
shi ppi ng docunent, manifest nunber, the shipping

date, the tinme that regul ated nedi cal waste was
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1 pi cked up, the nunber of containers, and it's going

2 to give you a specific contai ner code.

3 Q MM hmm
4 A See that?
5 Q I"'mnot sure | quite foll ow where the

6 cont ai ner code is, but --

7 A Ri ght below, it's going to give you a type,
8 TYN.

9 Q | see.

10 A. And it's going to give you a nunber that's

11 associated with it. Next to it, 1YA0021l. The next
12 one below it is 23, next one belowit, 25. |If you go
13 back to the invoice, you' re going to see the manifest

14 nunmber that matches up to your ticket that was given

15 to you at the tine of pickup, and it's -- and then
16 if you go below this, below the box, it will say,
17 This material |isted on the manifest number detail ed

18 above --

19 JUDGE RENDAHL: When you read, M. Philpott,
20 when you read, if you can sl ow down.

21 THE WTNESS: Okay. |'msorry.

22 JUDGE RENDAHL: People tend to read faster
23 t han t hey speak.

24 THE W TNESS: The material |listed on the

25 mani fest or nmani fests detail ed above, infectious
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medi cal waste, has been treated in accordance with
the requirenments of federal, state and |oca
regul ati ons governing the treatnment of such waste. A
copy of the certificate, applicable manifests and the
appropriate logs remain on file with the conmpany. So
this is closing the loop, telling you that the
particul ar mani fest nunbers |isted above that we
| eave a copy of with the generator and the receipt
that's printed out by the PDT have --

MR. JOHNSON: Excuse ne, what is PDT?

THE WTNESS: It's a handheld scanner that
is stapled to the manifest -- has been properly
treat ed.

Q Ckay. Thank you. And is this the only
docunent ati on of destruction that the customer
recei ves?

A This is generally what nost generators
receive. There are particul ar generators, governnment
agencies and other facilities, that at tines request
further docunentation, which we provide on request,
and that would be a copy of a container detai
report.

Q Can you --

A It's provided under |tem Nunber 68.

MR. JOHNSON: Exhibit 68?
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THE W TNESS: Exhibit, yes, I'msorry,
Exhi bit 68, which this is a further detail of this
custoner's waste being processed. What Stericycle
uses is a proprietary bar code tracking systemcalled
Bi otrack, and this generates bar codes in nunbers
that are never repeated ever again in a cycle. W
print up stickers with the generator's nanme, address,
phone number, and the type of waste they're
generating to put on their particular containers, and
they're scanned at the time of pickup, and that is
where the original print receipt that we spoke about
earlier cones from

These scanners, at the end of the route,
they are upl oaded into our Biotrack system which is
tied into our processing facilities, and this
container detail report will actually give you the
i nvoi ce nunber that this was attributed to, the
service date, what the mani fest nunber was, the tota
contai ners, container weight, and it can get down to
the detail of actually the tine of day that this
cont ai ner was processed.

Q Is there ever a document that you produce

that has a sworn statement fromthe person that
observed the destruction of the material?

A That is not sonething that's required by
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1 Washi ngton State law. We sign the manifest at the
2 processing facility and hold the mani fest for the
3 required three years as proof that it's been
4 processed. That also is available, by request, if a
5 generator would actually like to request that.
6 Q The mani fest that you're referring to, is
7 that what we have a copy of in Exhibit 65?
8 A Yes.
9 Q And | see there it has a provision for
10 treatment facility and treatnment by incineration
11 Who would sign that, that treatnent facility
12 provi si on of Exhibit 65?
13 A That woul d be signed by a representative at
14 the processing facility.
15 Q And the processing facility would be either
16 -- | guess, for incineration, it would be in north
17 Salt Lake?
18 A Correct.
19 Q And if it were your ETD processing, it would
20 be in Mrton?
21 A Morton is either a ETD or an autocl ave.
22 Q Why don't you provide that manifest or a
23 copy of that manifest to your shippers?
24 A Because this particular manifest is not

25 required for the shippers to have back in their
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possession. It's required to be kept for three years
on file if it's needed for proof of destruction.

What they've received back with their invoice is
proof that their material has been destroyed in
accordance with all applicable | aws.

Q Let's take a look at Exhibit 69. This is
your pronotional material on your Bio Systens
Program Have you ever |ooked into whether this
program shoul d be exenpt from UTC regul ati on?

A. What do you nmean by exenpt from UTC
regul ati ons?

Q Not subject to regulation by the Uilities
and Transportation Commi ssion?

A. Currently, we are offering this programin
the state of Washington, and we do have rates filed
with the UTC regarding the pricing.

Q It is in your tariff, is it not?

A Correct.

Q Right. | think it's Item 95 in your tariff,
which, as long as we're referencing it, why don't we
take a look at it. | think that's Exhibit 62, about
in the mddle.

A. This thing' s upsi de down.

JUDGE RENDAHL: All right. For the record,

Exhibit 62 is a nmulti-page docunment with a variety of
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materials, and the tariff, they're not nunerically
pagi nated as a total. The tariff appears about
two-thirds of the way -- or about a third -- half of
the way in. Which page of the tariff are you | ooking
at?

MR. HAFFNER: This would be Item 95, which
believe is page -- original page nine.

THE W TNESS: Now, what was your question
agai n, regarding that?

Q Before | go to that, let me clarify for the
record, | believe it was your counsel's
representation, and correct ne if |I'mwong, M.
Johnson, that Exhibit 62 was pronotional materia
that Stericycle uses, and the reason we have a m x of
docunents is that not only does Stericycle give the
custoner its pronmotional literature, but it includes
with that a copy of its tariff and sone of these
ot her sanples of service it can provide.

MR, JOHNSON: M. Haffner, | believe M.
Phil pott's testinony refers to Exhibit 62.

MR, HAFFNER: Okay.

MR. JOHNSON: | believe the correct
reference is a package of materials that are provided
to custoners at the beginning of service, and

therefore it includes sone descriptors of the service
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and it also includes the tariff.
MR, HAFFNER: Okay. Certainly the testinony
can speak for itself there, then.

Q So on Item 95, this is referring to the Bio
Systens service that you are offering your custoners;
correct?

A Correct.

Q And as | understand it -- well, can you just

descri be what that service is?

A. The Bi o Systens service?
Q Yes.
A The Bio Systens service is a separate

conpany that was purchased by Stericycle, Inc.
within the | ast couple years. And what they do is
they provi de proactive managenent of sharps
containers within health facilities. Wat | nean by
proactive is the typical nmethod for nonitoring sharps
containers is that it's a reactive basis, that people
usual |y change them when they're to the fill line at
the top, and -- which can | ead to needle stick
injuries and incorrect placenent of sharps and other
vessel s not designed to receive them

The Bio Systens programis a programthat
uses sharps containers that are reusable, but are

regul ated by the FDA. They have to go through a
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1 speci al cl eaning process, |lids renoved by robotic

2 means, and they're re-cleaned and sanitized and

3 pl aced back in the health facility. And what this
4 does is it diverts their plastics that would normally
5 be filled with the nmedical waste and decreases the
6 vol une of the nmedical waste that they're disposing
7 and paying for and decreases their opportunity to

8 have health care workers stuck or injured by these
9 needl es.

10 Q Now, if this is a service that is actually
11 provi ded by anot her conpany that is owned by

12 Stericycle, Inc., why is it a service that your

13 conmpany is touting as providing and is included in
14 your tariff?

15 A. Stericycle of Washington is actually

16 collecting the racks and sending the waste in for
17 processing. Therefore, they're billing for that

18 portion of the service that they're providing.

19 Q Does Stericycle of Washington have a witten
20 contract with this other conpany? And | guess we
21 shoul d get on the record what this other conpany's
22 nane is.

23 A. Bi 0 Systens.

24 Q Is that the nane of the conpany, Bio

25 Systens, Inc.?
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1 A. Bio Systenms, Inc. It is wholly-owned by

2 Stericycle, Inc.

3 Q Does Stericycle of Washington have a witten

4 contract with Bio Systems, Inc. for this service?

5 A | woul d assune so.

6 Q You have no know edge of that?

7 A | don't.

8 Q If we could go back to Exhibit 69, can you

9 point out to ne if there is anything in that docunent
10 t hat expl ains how you treat these containers that

11 you're transporting? And | will offer that |I've

12 | ooked through here and | couldn't find anything, but
13 I"'mtrying to find out if | just nmissed sonething.
14 MR, JOHNSON: Sorry, M. Haffner. \Which

15 exhibit are you referring to?

16 MR, HAFFNER:  Si xt y-ni ne.

17 THE W TNESS: And your question, one nore
18 time, is?

19 Q Is there sonmething in this docunent that

20 descri bes how you treat the containers?

21 A It doesn't describe howit's treated, no.

22 Q Okay. And | think you just testified that
23 you essentially wash the containers, is that correct,
24 or actually, this other conpany washes the containers

25 and returns thenf
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A. Actual ly, Stericycle, Inc. washes the
containers at their processing facility.

Q And that facility's in California?

A There is nultiple facilities. Where it's
currently being sent are to Vernon, California.

Q Did you say Vernon?

A Vernon, V-e-r-n-o-n.

Q Would this item-- would this service, when
a custoner receives this service -- and | assume you
have sone custoners that are receiving this service
currently?

A Yes.

Q When a custoner receives this service, are
they receiving a bill from Stericycle, Inc. for this
service?

A They're going to receive their normal bil
from Stericycle, charging themfor any fees that are
associated with the transportati on of any of their
waste. They may receive another bill, depending on
the level of the programthey sign up, that's a
service fee, based on any other work that a Bio
Systens representati ve would be doing within their
facility.

Q So would this Bio Systens service show up as

a separate bill?
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A Correct.
Q And would that bill direct the custoner to

make payment to Stericycle, Inc.?

A | believe that the bill is -- the heading on
the bill is Bio Systens, it comes from actual Bio
Syst ens.

Q So they woul d be asked to nmke payment -- if

t hey woul d pay by check, they woul d make the check
out to Bio Systens, Inc.?

A. | honestly don't know.

Q Okay. Do you pick up these containers on
vehicles that are currently authorized to operate
under the G pernit issued to Stericycle of
Washi ngt on?

A Yes.

Q Are they brought back to a centra
collection point and then transferred off in |arger
cont ai ners?

A. No, there's no -- basically, the full racks,
that it's required to have full racks for
transportation, according to the DOT, are brought
back to a transfer facility, whichever one they may
cone back to, they're offloaded onto a trailer that
is taken to our Morton processing facility where, at

that time, they're placed on a trailer that's sent to
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Ver non.

Q Now, it sounded like there may have been a
couple of transfer points in that description. |If
you -- | assunme hospitals are a place where this type

of system mi ght be in use; is that correct?

A. It could be any health care facility.

Q So your truck goes to a health care facility
and picks up a full rack. Where does that rack next
go to?

A The rack will be on that route truck or, if
it was picked up by a route truck or a straight
truck, meaning a sem, 28-foot or 53-foot trailer on
it. And at the point in time that that trailer conmes
back to the yard at the end of the day or the route
truck comes back, all of our material is cross-I|oaded
into a truck designated to go to the processing
facility.

Q And where does that cross-1load take place?

A. In the -- we have a yard in Kent. That is
typically where the hospital that we currently are
servicing is cross-1|oaded.

Q And then, from Kent, did you say that it
woul d possibly go to Morton?

A It would travel to Morton, yes.

Q It wouldn't be treated at Morton, however,
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would it?

A No.

Q It would be cross-loaded again into another
vehi cl e?

A Correct.

Q Okay. And then, from Mrton, it would be
transported to Vernon, California, where it would be
treated?

A It can either go straight to Vernon, or it
may go to Salt Lake City before it goes to Vernon

Q During the tine that it's being transported
fromthe original generator to its departure for
Morton, how long is that rack in the custody of
Stericycle of Washi ngton?

A. I'"'mnot follow ng your question.

Q How long will it typically take a rack to
| eave the state of Washington once Stericycle has
pi cked one up?

A. Well, we -- currently, all of our waste
that's picked up in the Puget Sound region is
transferred to the Mirton facility, in essence,
daily. Qur current |oads that we send to Salt Lake
are going in the long haul. Could be fromtwo to
three trucks a week could be sent to Salt Lake City.

So depending on the timng of when the route truck
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got back to Kent to offload and when the next
scheduled trailer and if it was full of waste already
that was scheduled to go to Salt Lake or to Vernon
was either there or they nissed that schedul ed day,

it would be either -- could go the sane day and it
coul d be two days.

Q And did you say you had a facility in Salt
Lake that handl ed Bio Systens?

A No, it's an incinerator in Salt Lake.

Q You woul dn't put Bio Systens material in an
i ncineration vehicle, would you? You wouldn't send
it for incineration, would you?

A No.

Q So how often does the -- how often will the
truckl oad of Bio Systens material go to Vernon?

A | believe | just answered your question. |
said that the trucks, we either have two or three
refer trailers, 48-foot refer trailers a week that
travel outbound from Morton.

Q So would they go to Salt Lake and then on to
Ver non?

A Correct.

Q Ckay. | didn't understand that. | thought
you were saying they just went to Salt Lake?

A No.
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Q Ckay.

A Salt Lake is a regional processing facility
for Stericycle. There's vehicles traveling into Salt
Lake from hubs all over the country.

Q Is this revenue fromthe Bio Systens program

reported in your annual report to the UTC?

A It will be, yes.
Q How are you going to allocate costs?
A The sane fashion we allocate our costs

currently for our transportation. There's nothing
that's going to change with how we report our costs.
Q So you will be allocating costs for the

shi pnment from Morton to Salt Lake to Vernon and back

agai n?
A. For the | ong haul portion?
Q Correct.

Anything that is involved in getting that
particul ar waste streamto a processing facility is
charged to that waste.

Q And Stericycle charges -- Stericycle, Inc.
makes a charge to you for those costs?

A No. Those particul ar charges are managed
and they cone out of Stericycle of Washington's
financial statements.

Q So are you paying for the truck out of your
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own expenses?

A Correct, because I'mrealizing the revenue
fromthat stop, as well. It's the sane as if I'm
pi cking up a 40-gallon tub froma doctor's office. |
realize that revenue, but | also realize the expense
for having to pick it up and get it processed at the
processing facility.

Q Do you pay Bio Systems, Inc. some sort of a
fee for the use of this service, then?

A. Pay for what service?

Q For being able to use their washing systens,
having themtreat this material ?

A The wash systens and the processing
facilities are owned by Stericycle. Bio Systens is
the service end of what they do in the hospitals and
the clinics and facilities they work in. What Bio
Systens' portion does for this is they hire
i ndi vidual s that actually are the individuals that go
into the health care facilities and provide the
exchange of the material for them |In essence, doing
the duty of an environnental services person that
they currently have on staff.

So a Bio Systens enpl oyee would be in the
health care setting, swapping out those particul ar

sharps containers for themand filling the rack
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That's what Bio Systens bills for.

Q Okay. And that's very hel pful. That m ght
clear up a few things. Now, when you tal k about
swappi ng out material, are you tal king about
physical ly taking a used sharps instrunment and
putting it on the rack, or are you tal king about
changi ng the sharps equi pnment that the customer is
using with a proprietary equi pnent that Stericycle is
of fering for this progranf

A. Bi o Systens placed proprietary equi pnent
within the health care facility. These are vertica
drop sharps containers that are changed out on a
basis before they're a third full and on a regular
cycle, whether they're enpty, have one sharp in them
whether a third full, they're changed on a regul ar
basi s.

Currently, health care facilities will only
change a sharps container unless it's at the maxi num
fill line. The Bio Systens proactive managenent is
they provide an individual that cones into your
health care facility, has a rack of sharps
containers, and will nove through an entire patient
room and change every sharps contai ner on the wall
whether it's enpty, full, two sharps in it or

whatever it may be, and put an enpty, clean, reusable
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sharps contai ner back in that place in the rack

Q And these are containers that they can only
acquire through Stericycle, Inc.?

A Correct, the container is an FDA-approved
device. Once it's a reasonabl e sharps contai ner
it's no longer a nedical waste container. It's a
cl ass two nedi cal device that has to be cleaned in
accordance with FDA requirenents.

Q Okay. So you're providing the
transportation service for Bio Systens, Inc. to get

the material to Stericycle, Inc.?

A. Correct.
Q But you're not aware of a contract that you
have -- well, strike that.

Woul dn't the customer in that case be Bio
Systens, Inc., as opposed to the health care
facility?

A I don't understand what you mean.

Q Well, Bio Systems, Inc. is going in and
swappi ng out the material. 1Isn't that part of the
service that they're providing the hospital, which
they would bill the health care facility and then
provi de the used containers for you to pick up?

A Well, if |I'munderstandi ng what you're

asking ne, is you're asking ne if Bio Systens is our
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custonmer ?

Q Ri ght .

A In essence, we are processing waste for Bio
Systens, yes. In the particular marketplace we're
in, as you can tell, it's a regul ated marketpl ace for

anything you do with this type of materi al

Q MM hmm

A And the portion of the work that is done as
a transportation armof this has to be reported, for
year end reporting purposes, to the UTC. That
portion of it is kept separate fromthe service end
of the business that Bio Systens does.

Q Correct, | understand now, okay. Does Bio
Systens charge the health care facility for the work
that they do, swapping out the units?

A Yes, they do.

Q And that's a separate bill fromwhat you
charge the health care facility for transporting the
cont ai ners?

A Correct. \What they may receive at the
facility is they're going to receive -- the way that
the systemworks is it hel ps them manage their waste
better and to budget for their sharps managenent.
The bill may be, for easy math, their charge is

$10,000 a nonth for this service. The bill may cone
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and $6, 000 of that portion may be nedical waste
processing or handling fees or transportation
associated with the sharps, and 4,000 of it would be
a service fee for the person that's changing out the
material in the facility.

Q Okay. And that bill would cone from
Stericycle, Inc.; correct?

A The charging for the processing is a bil

that's done internally.

Q Internally, by its --

A Wthin the corporation. | can tell you I'm
not sure how they bill each other per se, but the
bill -- they're going to receive a bill that's going

to spell out what their charges are to the facility.

Q And when you refer to the corporation and
internally within the corporation, you're neaning
Stericycle, Inc.?

A Correct.

Q Okay. What certification -- and | probably
am using the wong word. \What certification of
sterility do you offer the custonmer or does Bio
Systens offer the customer in this service?

A. Well, | think that is probably sonething
better answered by our environnental safety health

manager, Chris Stronerson, that is com ng up next,
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because he also is the FDA conpliance manager for
this program

Q Al right. Thank you. Let's turnto
Exhibit 70. This is a document referring to
Stericycle's mail-back program In fact, actually, |
think we have naybe three sets of exhibits, 70, 71
and 72. Am | correct that these are all sone sort of
service that Stericycle offers for handling hazardous
mat eri al s or maybe, in some cases, hazardous waste
t hrough the mail ?

A Well, if you're | ooking at the same section
| am you have one that's Stericycle's nmail-back
program which is a sharps management program

MR JOHNSON: Exhibit 707?
THE W TNESS: That would be Exhibit 70. And
sharps are not a hazardous waste.

Q But they are a nedical waste; correct?

A That is true.

Q Okay. And 71 refers to nercury waste?

A Seventy-one does refer to amml gam or
mercury waste, yes.

Q VWhi ch woul d be a hazardous waste or a
medi cal waste?

A It's going to be a hazardous waste.

Q And 72 refers to -- was this for
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1 phar maceuti cal s?

2 A Correct.

3 Q And pharnmaceuticals woul d be consi dered what
4 type of waste?

5 A. Currently, in the state of WAshi ngton

6 they're all considered a controlled substance in this
7 particul ar state.

8 Q And is that a third category, differentiated
9 from hazardous waste and nedi cal waste?

10 A. Dependi ng on -- well, pharmaceuticals are
11 never consi dered nedical waste, and sone portions,

12 dependi ng on what the makeup is of the

13 pharmaceutical, it could be a hazardous waste, yes.
14 Q Now, these are services that are actually
15 provi ded by Stericycle, Inc., aren't they?

16 A Correct.

17 Q And the custonmer would be dealing with

18 Stericycle, Inc. when they sent this materia

19 sonewher e?

20 A Correct.

21 Q And they would be receiving a bill from

22 Stericycle, Inc. for these services?

23 A. It woul d depend on which service. The

24 mai | - back program-- in any of these, you nay be

25 aware that our mail-back programs aren't regul ated by
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the UTC in the state of Washi ngton, because nothing's
traveling across the roadways.

The mail - back program and the ot her prograns
we have are programs that were put together by
request of sone generators to help them di spose of
some of the materials they have. Not every custoner
in the state of WAshi ngton generates enough waste to
be on a regul ar schedul ed service or wants to be on
an on-call service

The mail - back program provides themwith a
contai ner that they can ship back by the U S. Posta
Service for their sharps, and when they buy the kit,
there's a prepaid return stanmp with it that they
basically put on the container and it's sent back
So everything's paid for at the time they purchase
the kit.

Q Now, assum ng that a -- any individual or
conmpany obtained the required packagi ng and | abeling
to satisfy federal, state, |local regul ations, anybody
could really provide this type of a service to a
medi cal facility, couldn't they?

A They al ready do.

Q So you have conpetition in this area
al ready, don't you?

A Yes.
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Q Simlarly, could anybody suggest that if
they wanted to assist a nedical facility with how
their waste is being handl ed, couldn't that person
sinmply say, Contact Stericycle and use their

mai | - back program if it fell within your paraneters?

A. ' mnot sure what your question is.
Q I f sonebody was asked about how to handle a
smal |, irregular pickup or handling of nedical waste,

Stericycle would be able to handle that through this
mai | - back program couldn't they, if it fell within
these paraneters of these three programs?

A Well, if you nmean within the paraneters of
the program the mail-back program for sharps nerely

t akes sharps.

Q Correct.

A No ot her nedical waste can go into that
cont ai ner.

Q Ri ght .

A. So if they had a small anobunt of sharps and
they wanted to use a mail-back program well, then

yes, they could sign up for the program if that's
what you' re asking.

Q Let's take a | ook at Exhibit 83. And these
are -- there's, | believe, three docunents here,

three sets of docunents that were provided in
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response to sone di scovery requests. Are you
fam liar with these docunents?

A The three docunents you're speaking of is a
servi ce agreenent?

Q Yes.

A. And acceptance policy. Well, there's nore
than three documents in here.

Q Well, let me clarify. |Is the acceptance
policy generally given to the custoner with the
servi ce agreenent?

A It depends on when they signed up to be a
custoner of Stericycle. The current version of the
Stericycle service agreenent contains a waste
acceptance policy within it.

Q So do any of these docunments currently
reflect the service agreenment used by Stericycle of
Washi ngt on?

MR. JOHANSON: M. Haffner, |I'm having
trouble telling these apart.

MR. HAFFNER: | have a hard tinme with that,
too. | think they were docunents used over a series
of years that were nodified. CQur request was for
docunents used since 2000, or sonething, and | think
it was a repeat of your question. And so | think

they correctly provided us with the different
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docunents they used in different years. [I'mtrying
to find out if there's one.

MR, JOHNSON: Slight differences, if | can

MR, HAFFNER: | don't want to identify the
differences. I'mtrying to find out which one is the
current one.

Q So maybe | should just ask if any of those
in Exhibit 83, which I think I just did, is the
current service agreenment being used?

A Well, 1'"mgoing to have to take sonme tinme to
read through them because, just from glancing at
them 1ike you were just discussing, they contain
di fferent changes within the wordi ng and sone nuances
inthemthat -- I'mnot an attorney and | didn't
wite them so | would have to glance and | ook at
what | think the |atest version is.

Q Okay. 1'mnot going to ask you in that kind
of detail, so | won't ask you to be conparing the
docunents. Let ne, for the sake of laying a
foundati on for the docunents, is it your
under st andi ng that these are copies of service
agreenents that your conpany has used over the | ast
few years?

A Yes, they are.
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1 Q And |i kew se, | ook at, please, Exhibit 84,
2 which is | think another service agreenent. |s that
3 one that nmight have been used nore recently, or is

4 that one that's even older or just one that was used
5 in the past?

6 A As | stated before, | would have to read

7 t hrough the whol e agreenent to get an idea of what

8 version | thought this was.

9 Q Okay.

10 JUDGE RENDAHL: M. Haffner, do you need

11 this information or are you just -- | nean, because
12 if you do, there's a format to do that. You can nake

13 what's called a records requisition and Stericycle
14 can get back to you or M. Philpott can back to you.
15 So I'mjust asking what you need.

16 MR, HAFFNER: Thank you, Your Honor. |

17 don't need it for know ng the exact agreenent that
18 they're using. | can refer to these agreenents,

19 believe, as exanples of some provisions and see if

20 they're still applicable for how they're used.

21 JUDGE RENDAHL: All right.

22 Q How does Stericycle use these agreenents or
23 its current service agreenent with its custonmers?
24 A What do you nean by how do we use thenf?

25 Coul d you rephrase your question so it --
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Q Sure. Let nme, first of all, start off by
saying that it looks like -- or asking you whether or
not the party with whomthe custonmer is entering into
a contract is Stericycle, Inc. or Stericycle of
Washi ngt on, because on this first document, it
i ndicates that the contracting entity is Stericycle,
Inc., but then it refers to Stericycle of Washington
Wi th your address.

MR, JOHNSON:  Your Honor, | object to the
characterization of the docunment.

JUDGE RENDAHL: Well, let's first have an
identification of the docunent. Which exhibit were
you referring to?

MR, HAFFNER: |I'msorry. This is Exhibit
83, the first page of that exhibit.

JUDGE RENDAHL: Ckay. And M. Johnson, what
i s your objection?

MR. JOHNSON: My objection is that if you
|l ook at -- M. Haffner is saying that this docunent
identifies -- well, first of all, the docunent speaks
for itself. Secondly, he suggested that it
identifies the contracting entity of Stericycle, Inc.
Whereas if you | ook down at the bottom you know,
bel ow the date of service agreenent, it does have the

Stericycle, Inc. name, then it says nanme of
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contracting entity, Stericycle of Washi ngton, and
gi ves the address.

JUDGE RENDAHL: Sorry. \Where are you
referring to the date, date of service agreenent
here?

MR, JOHNSON:. If | could point to you. Then
there's this.

JUDGE RENDAHL: | think, M. Johnson, |
think this is information that you're -- | don't
understand the objection, per se. | think this is
sonmet hing that your witness can discuss. | guess |I'm
not understandi ng what the nature of the objection
is.

MR, JOHNSON: My objection is that M.
Haf f ner m scharacterized the actual words of the text
when he said that it identified the contracting
entity as Stericycle, Inc., which it does not.

JUDGE RENDAHL: Right. Well, why don't we
have M. Haffner ask his question again, so we can be
cl ear what he's asking, instead of having you testify
as to what's in the docunent.

MR. JOHNSON: Thank you.

MR, HAFFNER: Thank you, Your Honor

MR, JOHNSON:. O either of us, perhaps.

Q And | nmay have m sspoken. | think M.
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Johnson may be correct that | identified Stericycle,
Inc. as the contracting entity. Wat | would like to
find out -- it's confusing to nme, because above and
bel ow that are two different conpanies. Wat is your
under st andi ng of who the custoner enters into a
contract with when they sign this agreenment?

A Stericycle of Washi ngton.

Q And do you have all of your custoners sign
these types of agreenents?

A Yes. Well, let nme restate that. Most of
our custoners sign these types of agreenments, unless
we're dealing with a federal facility or a state
facility that my want to wite their own service
agreenent .

Q Okay. Under Article Two on the second page,
it says, Ternms -- term and paynent for service, and
it provides that this agreement is for the termof 36
nont hs, unless earlier term nated, in accordance with
applicable | aw.

Now, | can't ask you what the |ega
interpretation or |egal neaning of that provision is,
but is it your understanding that when your contract
-- when your custoners signh these agreenents that
they are signing up for a three-year contract with

you?
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A. No, it's my understanding, in the state of
Washi ngton, that any individual that signs a service
agreenent signs up for a three-day contract, because
that is a cancellation provision under the Washi ngton
State | aw.

Q Under Washington State law. 1Is that a UTC
law or is that a conmon |aw that you're aware of?

A It's a WAC code that applies to garbage
conmpani es, and we're classified as a garbage conpany.
They can cancel with three days witten notice.

Q Is there a reason why that WAC code, which
apparently is pretty well known to you, is not
identified in this agreement?

A. Well, I'"'mnot an attorney and | didn't wite
this agreenent, but |I'msure that's why they have it
in accordance with applicable law. Basically, the
reason that we have generators sign a service
agreenent is, in order to transport bionedical waste
in the state of Washington, it's our way of opening
up a relationship with themin order to transport
their waste.

Many custoners request service agreenents to
have on file in instances they're audited by any one
of the agencies that cone in, |ike WSHA, JAHCO - -

MR, JOHNSON: Coul d you spell that out?
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WSHA is WI-S-H A?

THE W TNESS:

MR, JOHNSON:

THE W TNESS:

Cccupati ona

MR, JOHNSON:

about JAHCO?

THE W TNESS:

MR JOHNSON:

THE W TNESS:

to butcher it.
hospitals, J -- |

spells out.

MR, HAFFNER:
and just say J-A-C-O or
THE W TNESS:
MR, JOHNSON
THE W TNESS:
MR HAFFNER:

JUDGE RENDAHL:

this point,

t hose vari ati ons.

MR, JOHNSON:

with your testinmony?

THE W TNESS:

don't

let's not waste the tine.

Correct.
And that stands for what?

It is the Washington arm of

Heal th and Safety Adm nistration.

And t hen you said sonething

JAHCO.
How do you spell that?

I'"'mnot even go going to try

It's the joint accreditation for

know t he acronym of what it

Do we want to go on the record
I think it's J-HC O
J-A-HC O
J-A-CH, yes.
J-A-H-C O?
I think there's some -- at

It's one of

But woul d you then proceed

t hese

And typically, the --
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agenci es require that they have sone sort of a
service agreenent or an agreenent with the bionedica
wast e di sposal facility.

Q And you would be that facility?

A. If they had a service agreenent with us,
yes.

Q Correct. And | guess I'll clarify that.
You don't actually operate a disposal facility,
t hough, do you? Your conpany does not, Stericycle of
Washi ngt on?

A No.

Q Let's turn to Exhibit 73. This is one of
your exhibits. It's your annual report, is it not?

A Correct.

Q And | apol ogi ze for always using the word
your. |I'mreferring during those tinmes to your
conpany, Stericycle of Washington, Inc. If we could

| ook on page four of this exhibit, and this has the
i ncome statenent for your conpany, which | believe
this is for the year 2003; is that correct?

A Yes.

Q On itemten, there's aline itemfor selling
and advertising. What does your conpany do for
selling and adverti sing?

A Well, selling and advertising line item |
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woul d assunme, would be for any sal es representatives
we have enployed with our conpany for their
conpensati on and any trade shows we attend. W try
to be proactive and solicit business and go anywhere
in the state where they nmay have trade shows, denta
trade shows, health care shows, we put on semnars to
educate people, and | would inmagine that's where al

of that is dropping into in a bucket there.

Q Okay, thank you. What about taxes and
licenses? Do you know what taxes and |icenses are
included in that $15,000 figure?

A I could only guess. This is a docunent that
| personally don't prepare. This is prepared by our
corporate finance individuals, so | couldn't tell you
what those are.

Q When you say corporate finance individuals,
are you tal king about Stericycle, Inc. or Stericycle
of Washi ngton?

A. Al l of our corporate functions and finance
and billing is handl ed by the corporate office.

Q Which is Stericycle, Inc. or Stericycle of

Washi ngt on?
A. Stericycle, Inc.
Q There's been sone question about backup

facilities in this proceeding. Wat backup
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facilities does Stericycle of Washington offer if the
Morton facility were to shut down?

A Well, the Morton facility, it would be a
rarity that it would shut down, since we have two
di fferent processes operating up there just for that
reason alone. W have an autocl ave and we have an
ETD. We have a nonthly capacity at that facility of
4.5 million pounds. W currently process roughly one
and a half mllion pounds. W also have, in
conjunction with that, Stericycle has 26 other
processing facilities |ocated throughout the U S.
that we have the opportunity to use if we need to.
We al so have the ability, as you know, and we do use
Covanta in Oregon, as well

Q By 28 other facilities that you nentioned,
t hose woul d be --

A | said 26.

Q Twenty-si x, pardon nme. Those would be
facilities like the incinerator in north Salt Lake?

A It could be an incinerator or it could be an
aut ocl ave, yes.

Q Do you have contracts with each of those
facilities?

A What do you nmean, do we have contracts with

each of those facilities?
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Q Do you have a witten agreenment with each of
those facilities to use then?

A I would inmagine, since Stericycle, Inc.

t hat processes our -- we have an agreement with
Stericycle, Inc. to process our waste and they have a
responsibility to process the waste however they need
to, so Stericycle of Washington, yes, does have a
contract with every location of Stericycle, Inc., in
essence by having a contract to have our waste
processed in Mrton.

Q And that's assum ng that the contract that
you have for the Mdrton facility would oblige
Stericycle, Inc. to process that waste in some other
location if they weren't able to do it at Morton; is
that correct?

A That woul d be your assunption.

Q What -- under what assunption are you making
that there would be a contractual obligation for
Stericycle, Inc. to provide that service?

A Qur contract, | would assume, states, and

you provided a copy of it, that for $5.46 a

container, they will process the waste we deliver to
t hem
Q And what happens if, for sone reason

Stericycle, Inc. decides not to performthat
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1 obligation? Were would your backup facility be?

2 A If Stericycle, Inc. didn't exist and all 26
3 pl ants mracul ously shut down in one day, |'d assune

4 we'd go to Covanta

5 Q Ckay. Do you have a contract with Covanta?
6 A Yes, we do.

7 Q Has that been produced in this hearing?

8 A | amnot sure if it has or has not.

9 MR. JOHNSON: Want an answer to that

10 qguestion, M. Haffner?
11 MR. HAFFNER:  Yes.
12 MR, JOHNSON: Maybe we could go off the

13 record for a second.

14 JUDGE RENDAHL: Be off the record.
15 (Di scussion off the record.)
16 JUDGE RENDAHL: Let's go back on the record.

17 Wiile we were off the record, we determined that that
18 contract with Covanta was produced in discovery, but
19 M. Haffner indicates it's not necessary to include
20 in the record at this point.

21 MR, HAFFNER: | don't know if | agree that
22 it was produced in discovery. It my very well have
23 been, but | have not reviewed nmy di scovery responses
24 fromStericycle, so | don't want to go on the record

25 as stipulating themas produced, if Your Honor
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1 woul dn"t mi nd.

2 JUDGE RENDAHL: All right. Thanks for the
3 clarification.

4 Q M. Philpott, isn't it true that the Mdrton
5 facility was shut down in the past because of an

6 out break of tubercul osis?

7 A | believe, at a point in tine there, they

8 had some issues at the facility there, yes. As |

9 stated earlier, | started with Stericycle in 1999. |
10 was not there when this incident took place, so | can
11 honestly tell you | don't have all the details of

12 exactly what transpired.

13 Q Okay. Since 1999, how many viol ati ons has
14 your conpany, again, Stericycle of Washi ngton, had
15 for its operations in the state of Washi ngton?

16 A None that |'m aware of.

17 Q It wasn't cited by the Tacona Pierce County
18 Heal th Departnent in October of 20007

19 A There was an incident, | think, if this is
20 what you're speaking of, by Pierce County where we
21 had a failed |latch on the back of a door and two

22 containers canme off of the trailer. And our conpany
23 actual ly contacted them and we retrieved the two

24 containers and the integrity of the containers was

25 never -- you know, they were never opened or exposed.
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Is that what you're referring to?

Q That is the incident that I'mreferring to,
yes. Was there an issue with the Tacom Pierce
County Health Departnent about the inmediacy of their
contact -- their being contacted about the spill?

A | believe that that was the issue.

Q Okay. Let's please |look at Exhibit 79. Are
you familiar with that docunent? | guess it's part

of your exhibit.

A Yes, | am
Q How was that docunment obtai ned?
A How was it obtained by where | first saw the

docunment, or how was it obtained?

Q How did you first becone aware of the
docunent ?

A This was provided to me by our |ega
counsel

Q And did your | egal counsel explain how he
obt ai ned t he docunent ?

A I think that the docunents speaks for
itself. It's froma insurance broker, Kibble and
Prentice, in Bellevue.

Q The | ast sentence in this docunent indicates
that | ook forward to working with you and the

owners of Kl een Environnmental Technol ogies as this
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1 project goes forward. Do you know what information
2 your attorney gave to this insurance person about the
3 -- about who he was representing and his affiliation
4 wi th Kl een Environmental Technol ogi es?

5 A. Once again, |I'd answer that | believe the

6 docunent speaks for itself. | obviously wasn't

7 present during this conversation, so | couldn't tel
8 you.

9 Q And you don't know, other than what's

10 provided in this docunent, what information your

11 attorney gave the insurance person about the type of
12 busi ness that was seeking to be insured?

13 A Well, | believe, in the text of this

14 docunent, it states, in the second paragraph, a

15 general liability for any conpany involved in waste
16 managenment will require a specialty market. | would
17 i mgi ne he told them he was involved in waste

18 management .
19 Q You don't happen to know whether he told
20 them this conpany was al ready involved in hazardous

21 wast e nmanagenent, do you?

22 A | do not.
23 Q When Ms. Wal ker was testifying, she
24 identified a nunber of |icenses and pernits,

25 believe, that she felt that Kl een had not adequately
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listed in their pro formas. Do you recall that --

A Yes.

Q -- testinmony? There's also been sone
guesti on about whether Kleen has investigated its
need for a -- | believe it was called a solid waste
transfer permit. Are you -- first of all, does
Stericycle have a solid waste transfer permt?

A We do not, because we do not take waste off
of our vehicles and put theminside a building. W
have a bi omedi cal waste transportation permt for
transporting in King County nedical waste.

Q When you bring waste to your Kent facility,
I think you've indicated that you do sone
cross-loading there; correct?

A Correct.

Q By cross-|oading, you nmean you take it from
one truck to another truck?

A Yes.

Q Pardon ne. One truck to either another
truck or possibly to a trailer that mght be pulled
by a tractor?

Backed up to each ot her.
Ckay.

And they're of fl oaded.

o » O >

Right. So that the waste never touches the
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ground?

A Never .

Q And it's your understanding that if that
type of transfer, for purposes of storage, is
conducted, that a transfer permt, a solid waste
transfer permt is not required; is that correct?

A That is correct.

Q Is that a permit that is for King County
only or is that a statew de permt?

A. That's for King County only. Each different
county has different requirenents.

Q Okay. Does your Morton facility grind, as |
think the word was, or maybe it was in your
testinony, grind the treated material before, during,
or after it is decontam nated?

A Before. |If it's going in the ETD process,
it's ground before, electrothermal deactivation

Q Now, as | understand the ETD process, it's
nore or less like a big mcrowave, is that correct,
where the material goes into a chanber, it's
bonbarded with sone sort of wave energy --

A Radi o waves, correct.

Q Radi o waves, and the heat of that sterilizes
the material ?

A The radi o waves attack the pathogens and
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kill the pathogens, rendering the waste
noni nf ecti ous.

Q Okay.

A Stericycle's proprietary technol ogy.

Q How i s the grinding perfornmed before, when
it is still contam nated?

A The Stericycle facility is a -- once the
nmedi cal waste enters the treatnment chanber through
the chute, it's a closed air |oop system and by
suction, the waste is drug through and pushed through
extruders, where it's put through a extruder and it's
ground to put in the vessels for processing.

Q Do those extruders ever gumup or get janmed

or anything like that?

A. They do.

Q And how is that problem corrected?

A Mai nt enance staff corrects the issue.

Q So they would go in and physically correct

the problemin the chanber?

A For the specific process of howit's done,
think that the next witness, Chris Stromerson, would
be the proper individual to speak to, since he is the
environnmental safety and health manager and can
answer all those questions for you.

Q Al right. There was testinony from Ms.
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Wal ker, | believe, that your conpany had a quote from
the hydroclave facility in Canada for a cost of -- |
think it was $10 per box?

A Well, | think she basically was applying a
-- | personally nmet with individuals from Hospita
Sterilization Services in Port Coquitlam They
approached us regardi ng processing waste that we
general ly pick up in the Canadi an marketplace to be
processed at their facility. | think on ny pre-filed
testi nony, on page 19 --

MR. JOHNSON: This is Exhibit 60-T.

THE W TNESS: Mself and nmy general manager
in the Canadi an marketplace nmet with Richard Haynes
fromHSS, and inspected his facility, saw his two
hydrocl aves in operation, |ooked to see what they
were capable of and to see what they could do for us.
At the time of the pricing offered fromthe
hydrocl ave and their inability to handl e the 200, 000
pounds of waste that we were currently generating in
the B.C. marketplace and the high cost of processing,
it wasn't a viable option for us to use themfor
processi ng.

Q So the quote that Ms. Wal ker referred to was
not actually a firmquote of $10 per box, but it was

nore of a cal culation based on your cal cul ation that
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the rate for going to HSS woul d be approxi mately 28
cents per pound?

A It was -- basically, | believe what she did
is she took the container size in the pro forma that
was offered in the pro forma and nultiplied it by the
cost per pound that was offered to us by HSS.

Q Do you have a witten quote from HSS for
that 28 cents per pound cost?

A | do not.

Q Let me refer back to your tariff again,
whi ch goes back to Exhibit 62.

A Wi ch part of the tariff are you | ooking at?

Q Oh, I'mtrying to renenber nyself. Item 90

JUDGE RENDAHL: Are you |looking at first
revi sed page eight?
MR. HAFFNER: Yes, Your Honor

Q My question has to do with sone testinony
fromM. G aves yesterday. 1In his pre-filed
testinmony, he listed the types of waste that they --
that were able to be handled at Port Coquitlam
C-0-g-u-i-t-l-a-m One of them was cytotoxic waste,
c-y-t-o-t-o0-x-i-c.

It wasn't clarified, I don't think then, or
at least, if it was, maybe | missed it. |Is cytotoxic

waste the sanme as chenot herapy waste?
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A. Correct. And | think he did clarify and
said that the hydroclave cannot process cytotoxic
waste. If | recall, in his testinony, he stated that
in order to accept the material at their facility, it
woul d have to be segregated into pathol ogi cal waste
cont ai ner, sharps contai ner, regular waste and
cytotoxic waste.

Q And 1'Il let his testinony stand as it is.

I won't disagree or agree with you there. So you are
able to handle -- your conpany is able to handle
chenot herapy waste, but in a different fashion from
its other waste stream is that correct?

A Well, we receive trace chenot herapy waste,
which is considered three percent or less of its
original volume. Residual chenotherapy is what we
accept and the only acceptable nmeans for processing
of that waste for disposal is incineration

Q And t hat woul d have to be then segregated
fromyour other bionmedical waste by the generator?

A Yes, but that waste -- trace chenotherapy
can be conm ngled with regular pathol ogical waste to
go for incineration. It does not require segregation
with Stericycle.

Q Right. And | think you identified that in

your |tem 90, where you have all three, pathologica
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wast e, chenot herapy waste and pharmaceutical waste
coul d be grouped together, but they'd have to be
segregated fromother forms of nedical waste
correct?

A. That is correct, fromregul ar nedi cal waste;
that's correct.

Q How is that typically done by a generator?
How do they physically separate those different types
of waste?

A. I'm not sure how they, you know, physically
separate it, but we provide themtwo different
containers. Wth Stericycle's proprietary bar code
tracki ng system we provide generators that generate
incinerate waste with a different col ored contai ner
which is a gray container, that cones with a
different color |label that's provided to them which
is bright yellow, that goes in the outer container

The regul ar nedical waste is in a different
colored container, which is either red, or there's a
bl ack contai ner or a cardboard box, and that
contai ner has a white label on it, and that's how
it's designated to be separate. And how they do that
in their particular facilities, | couldn't tell you,
but they do.

Q That's okay. Okay. In the nedical waste
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container that I -- and | don't want to try and
remenber what color it is, because I'Il get it wong,
but in the regular nedical waste container, are your
custoners able to put sharps in those containers?

A. Yes, they are.

Q Unl ess they're on the Bio Systens progranf?

A Well, if they're on a Bio Systens program
t hey woul d never put one in, because they don't ever
touch the sharps containers. And that's a reusable
container. So no, they would not put those
particul ar containers in, but they still could put
cont ai ners of sharps in.

Q Okay. So a customer that you have signed up
for the Bio Systens program and that has waste
i nvol vi ng ot her bionedical waste and potentially
trace chenot herapy waste woul d be required, in order
to comply with your prograns, to segregate those

wastes into three different containers, would they

not ?
A No.
Q No. \Where am | wong?
A I think | have two containers. What's your

third contai ner?
Q Bi o Systens. Those actually don't go in a

container; they go in a rack; right?
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A. Right. | believe what you said is that our
generators would be required to segregate into three
separate containers; correct?

Q If they're on the Bio Systens progranf

A. Right. And you said that they woul d be
required to segregate; correct?

Q Well, yeah, that's ny question

A Okay. Let nme -- let's back up alittle bit.
Basically, if a generator is providing nedical waste
to Stericycle currently and they're generating
pat hol ogi cal waste and regul ar waste, they have two
containers. Signing up for the Bio Systens program
woul dn't change that. They would still have two
containers. But the difference that they would have
is that a Bio Systens enpl oyee woul d exchange their
sharps containers off their walls and their enpl oyees
woul d never touch it, so they wouldn't segregate into
a third container, because they don't touch that.

And what that would do is it would reduce
their volune of nedical waste they're generating for
ei ther container, and their volume woul d reduce
because there's no plastics in that m x.

Q Fai r enough.

A So that would be two containers, the same

t hey had previously.
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1 Q Good distinction. However, | think it's --
2 nonet hel ess, isn't it correct to state that a

3 custoner that's involved in the Bio Systenms program

4 is voluntarily segregating their bionedical waste

5 into three different path streans?

6 A No.

7 Q No?

8 A I would say that a facility that's signed up

9 for the Bio Systens programis participating in a

10 waste reduction programthat is a cost savings to

11 them by reducing plastics into landfills and al so

12 reduci ng the volune of nedical waste they're

13 generating in their regular nedical waste stream

14 There's no segregating required of them because they
15 don't actually touch anything at that point in tine.
16 Q But they don't benefit fromthat programif
17 they don't put those -- if they don't separate their
18 sharps fromtheir regul ar bionedical waste, do they?
19 A. | think perhaps you m ght be confused,

20 because they don't ever touch the sharps that are on
21 the wall. It's a conpletely different program A
22 typical facility buys single-use sharps containers
23 and di sposes of themw thin the nedical waste. The
24 Bi o Systens programis an FDA-approved device that

25 can be reused up to 500 tines. That particular
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1 sharps never goes into the waste stream because it's
2 taken for reprocessing after it's enptied and it's

3 reprocessed and reintroduced back in the system

4 Q Thank you. Are there any unique segregation
5 requi renments by any of the counties in the state of

6 Washi ngton? When | say unique, | nmean, are there

7 differences in the county requirenments for

8 segregation in the state of Wshi ngton?

9 A I think particular counties have different
10 nmedi cal waste regul ations and guidelines. | don't

11 think that 1'maware of any uni que segregation

12 requi renents. For instance, King County requires

13 that, fromthe point you put nedical waste into a

14 nmedi cal waste container, that it has to be di sposed
15 of within 14 days. That nmmy be different in a

16 different county. It's how they've witten the

17 rul es.

18 Q You're not aware of any differences in the
19 handl i ng of sharps anpbngst the different counties?
20 A Well, once again, there is requirenents,
21 di fferent descriptions in each county's nedical waste
22 handl ing guidelines. There's different time linmts
23 that you have to di spose of a sharps container once
24 it's deemed full, which is when the cap is placed on

25 the container. So it could vary fromcounty to
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county. Pierce County and King County have different
requi renents.

MR, JOHNSON: M. Haffner, could | ask you
if you could clarify, when you say segregated,
segregati on by whom by what kind of enterprise,
because that might help clarify. | think there may
be some confusion there.

MR. HAFFNER: Fair point.

Q Are you aware of any regulations in any of
the counties in Washington that require the generator
to segregate sharps from bi onedi cal waste?

A I am not aware of any requirenents that
woul d have them segregate themin a different
fashion. The generator of nedical waste is
responsi ble for all aspects of how they handle their
medi cal waste. Stericycle is a conpany, Stericycle
of Washington, that they contract with to transport
their nmedical waste and process it for them They're
responsi ble for all of the applicable |aws that apply
to a generator of nedical waste.

MR, HAFFNER: Fair enough. | have no other
guestions of the w tness, Your Honor

JUDGE RENDAHL: Ckay. M. Trautman, do you
have any questions for the w tness?

MR, TRAUTMAN: | have a few
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1 CROSS- EXAMI NATI ON

2 BY MR TRAUTMAN

3 Q I was |ooking first at -- oh, before |

4 start, I'm Greg Trautman, Assistant Attorney General
5 for the Comm ssion Staff.

6 M. Philpott, | was |ooking at Exhibit 60-T,
7 your testinony, and |'m |l ooking on page six, and it's
8 Par agraph 13. And you indicate here that Stericycle
9 transports all bionedical waste it collects from

10 Washi ngton generators to Stericycle, Inc.'s
11 processing facility in Morton, and then you further
12 say that it's processed there and then sone of --

13 then some of the other waste that has to be

14 i nci nerated goes to Utah, and sone of the waste

15 that's rendered inert or -- that's treated at Mrton

16 goes to Oregon; is that correct? Is that a fair

17 sunmati on?

18 A Yes.
19 Q Okay. Now, you say that you transport al
20 the nedi cal waste that you collect. Now, | believe

21 M. Wash, who was the w tness for Consolidated, Mark
22 Wash, and his testinony was admitted into evidence.
23 It was Exhibit 160-T.

24 MR. HAFFNER: He won't have it.

25 THE W TNESS: | don't have a 160.
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MR, JOHNSON: We can find it.

Q Okay.

A Okay.

Q And |'m on page three, near the bottom And
t he question, second to the |last question, How is
your nedical waste disposed of? M. Wash says, W
collect the waste and transport it to our yard in
bags and boxes, which are | oaded onto a Stericycle
trailer and transported to an incinerator in Oregon
Do you see that?

A Yes, | do.

Q Now, that doesn't -- that sounds

i nconsi stent with your --

A That woul d be an incorrect statement on his
part.

Q And what is the correct statenent?

A The correct statenent is that the nedica

waste that is collected fromCDSI in Mdses Lake, they
have different containers. Sone are reusable, sone
are boxes. Anything that's designated as a waste for
-- that's not incinerated is processed at the Mrton
facility and anything that is an incinerate waste is
cross-loaded into a trailer and processed at Salt
Lake City.

Q So whatever's transported to Oregon, would
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that be transported to the landfill that you referred
to?

A Yes, all of our residual material that's
done after processing is taken down to the Coffin
Butte landfill.

Q Is this service that you do for
Consolidated, is that under Stericycle's tariff or --

A Yes, it is.

It is?
Correct.

There's a tariffed rate for that?

> O > O

We charge -- CDSI, they're basically a
custoner of ours, and we pick up nedical waste from
CDSI. It's ny understandi ng CDSI has a separate
tariff filed that they charge their custoners, and
CDSI is charged the sane anount for their containers
as anybody else in the state of Washi ngton woul d be

off of the Stericycle tariff.

Q Okay. Along the same |ine of reasoning --
now, | have an order, and | unfortunately don't have
a copy of it. | don't knowif you're famliar with

it or not. This was an application in 2002 by a
conpany call ed Ludtke Pacific Trucking, Inc. Are you
famliar with then?

A Yes, | am
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Q And the application nunmber is GA-079042, and
t he docket nunmber was TG 011675. And this was the
first supplenental order, Conmm ssion order and
deci sion granting application. Are you famliar with
Ludt ke's application?

A Yes, | am

Q Al right.

JUDGE RENDAHL: If you can wait till he's
finished his question, that will be helpful. Thank
you.

Q And in the background to the order, the
order states that Stericycle and Ludtke had entered
into a transportation services agreenent in 2001, and
it says, According to the agreenent, Stericycle wll
tender | oaded highway trailers containing bionmedica
waste to Ludtke at |ocations in Washington for
transportation to designated destinations, both
i nsi de and outside of Washington State.

It also says in the order that Stericycle
hol ds statew de authority to issue -- holds statew de
authority issued to transport nedical waste and
serves approximately 7,800 customers. Stericycle
needs an additional carrier to support certain
limted aspects of its intrastate and interstate

operations throughout its service area. |Is this
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agreenent still in effect with Ludtke?

A Yes, it is.

Q And how many | ocations in the state does
Ludt ke serve, do you know?

A. Ludtke is a transportati on conpany that
filed for that authority underneath Stericycle's G
certificate. W have used Ludtke and we're filed for
Ludtke to meke virtually any haul that any of our --
that, you know, to mirror any haul that we could
possibly make fromwithin the state to each other or
goi ng outside of the state.

And the reason we use Ludtke to do this at
times is in the event that -- we don't want to buy a
tractor-trailer to make one trip a week and sit idle
for the rest of the tine, because that's not the best
use of the assets of the conmpany, and we try not to
affect the rates that people pay for the service we
provide. And it's the npost cost-effective nmeans to
transport waste at tinmes if we have extra pulls that
are needed to be nmde.

Q Now, is it accurate to say that Stericycle
needed the additional carrier to do sonme of the
haul i ng, as the order states?

A At the tinme that we applied for that?

guess --
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Wel |, Ludtke applied for it.

A It woul d depend on what you woul d defi ne
needed by. Surely Stericycle could have purchased or
| eased a new tractor and done these hauls thensel ves
and hired a qualified driver, but using a backup
haul i ng conpany like that was the best use of our
assets at the time.

Q And Stericycle supported this application of
Ludt ke; correct?

A Yes.

Q And | note in the findings of fact, on page
four, that it says that the existing certificated
carriers in the state of Washington do not currently
provi de the service proposed by Ludtke to the
Commi ssion's satisfaction?

A Ludt ke does no hauling directly between any
of our generators. The hauls that Ludtke does would
nmove enpty trailers fromyard to yard, would deliver
atrailer with supplies in it to Spokane, could neke
a long haul for us if needed, if a driver was injured
and was off duty for two weeks, you know, or sick or
something to that effect. They never have any
interaction or deal with any of our customners
di rectly what soever.

Q But is it -- | believe it's correct, as the



0876

1 order states, that Ludtke's certificate could not

2 have been granted unl ess the Conm ssion had found

3 that the existing carrier, that being Stericycle,

4 could not provide the service proposed by Ludtke to
5 t he Conmi ssion's satisfaction.

6 MR, JOHNSON. Your Honor, I'mgoing to

7 object to M. Trautman's question. The order speaks
8 for itself. \hatever the Conmission found is on the
9 face of the order.

10 MR. TRAUTMAN: Ri ght.

11 MR, JOHNSON: | don't think it's appropriate
12 to have M. Philpott testify about what the

13 Commi ssi on nust have found when we have an order.

14 MR, TRAUTMAN. Well, | sinply asked if he
15 was famliar with the application and the order, and
16 he indicated that he was. So if he's not -- if he

17 doesn't know, he can say.

18 MR. JOHNSON: But nonethel ess, M. Trautman
19  --

20 JUDGE RENDAHL: Go ahead.

21 MR, JOHNSON: My point is sinply he is

22 famliar with the general service that Ludtke
23 provi des, he's testified about that, and now you're
24 asking himdetails about the |egal conclusions drawn

25 or factual findings in the order, and | don't think
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1 it's appropriate.
2 JUDGE RENDAHL: | think the |ega

3 conclusions in the order are stated in the order, so

4 I think that's sufficient.

5 MR, TRAUTMAN:  All right.

6 Q | believe you did indicate, to your

7 know edge, the certificate is still in effect, the

8 Ludtke certificate?

9 A That's what | said, yes.

10 Q Al right. | had one other question. 1In

11 Exhi bit 60-T, on page 22 --

12 MR, JOHNSON: M. Trautman, | don't have

13 m ne nunbered. Could you tell nme what docunent

14 you' re | ooking at?

15 JUDGE RENDAHL: This is Exhibit 60-T.

16 MR, TRAUTMAN: 60-T. This is M. Philpott's

17 testi nony.

18 MR. JOHNSON: Onh, 60-T.
19 JUDGE RENDAHL: Not 62, 60-T.
20 MR, TRAUTMAN. I'msorry, 60-T. M

21 apol ogi es.

22 JUDGE RENDAHL: You said page --
23 MR. TRAUTMAN: Page 22, yes.
24 Q And basically, it's a continuation of

25 Paragraph E from-- a carryover from page 21, and you
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tal k about the hydroclave facility at HSS, and then
the Covanta facility at Oregon, and one is a
hydrocl ave, one's an incinerator, correct, and they
have different segregation requirenents and --

A Correct.

Q -- that neither facility could serve as a
backup for the other; correct? |Is that correct?

A Correct.

Q Now, M. Meany, who was the witness for
LeMay, in his Exhibit 130-T, | don't know that we
have to get into this in detail, he sinply states
that they have a backup facility which is an
aut ocl ave at Bl and Recovery, Inc. in Puyallup
correct?

A If that's what he testified.

Q Okay. Could you explain why the autocl ave
can work as a backup facility, but the hydrocl ave
cannot ?

A For whon?

Q Their primary -- for LeMay, their prinmary
di sposal site is the Covanta incinerator

A Okay.

Q And they say that their backup facility is
an autocl ave.

A Correct.
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Q Al right. Now, in your testinony, you had
said that the hydroclave cannot work as a backup
facility for the Covanta incinerator. Are those
different situations?

A. Well, | think you're conparing two
di fferent conpani es and how they pick up their waste.
| can't speak for LeMay or M. Meany, but ny
under st andi ng of how they pick up their waste is
exclusively in cardboard boxes, okay.

MR, JOHNSON:. When you say they, who are you
speaki ng of ?

THE WTNESS: |'m speaking of LeMay. It's
my under standi ng they use cardboard boxes to pick up
their waste and they have their generators segregate
path fromregular waste. Their regular waste could
be processed at a autoclave. Speaking in -- on page
22 of ny pre-filed testinony, the origina
application, as stated by Kl een, stated that they
were going to have their waste incinerated, and they
said nothing in their application of segregation,
which would inply that all waste types were going to
be comri ngl ed in one container

So if you have all of your waste conm ngl ed
in one container on its way to Covanta and the

i nci nerator goes down, you can't turn that waste
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1 around on the truck and send it to HSS for

2 processi ng, because, according to them everything in
3 there could be trace chenot herapy or pathol ogi ca

4 waste or sharps or regular waste nixed together

5 So they could not process at the hydrocl ave that

6 waste that was destined for Covanta.

7 Q So in your opinion, do the difficulties that
8 you identify with the HSS hydrocl ave, woul d those

9 probl ems be present if waste were taken to the

10 aut ocl ave?

11 A No.

12 Q So --

13 A You' re comparing LeMay versus Kl een?

14 Q I'"m conparing the two backup facilities.

15 They both use Covanta as a primary facility. In one

16 case, the backup is said to be HSS, the hydrocl ave.
17 You say that's not workabl e?

18 A Okay. You' ve got ne confused on who you're
19 tal ki ng about here now. W're talking Kleen right

20 now or are we tal king LeMay?

21 Q I'"mtal ki ng, okay, both Kleen and LeMay have
22 identified Covanta as the primary disposal site.

23 A Correct.

24 Q In the one instance, the alternative

25 di sposal site mght be HSS. That's Kleen. You've
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1 i ndi cated that that cannot be done. That's not

2 practical; correct?

3 A In nmy witten testinony?

4 Q Yes.

5 A Correct. That is what | said.

6 Q Al right. 1In the case of LeMay, they also

7 use Covanta as a primary site, but they have the --

8 t hey have an autoclave as their backup?

9 A That is what M. Meany said, yes.
10 Q So ny question was do the problens you've
11 identified with trying to use a hydroclave in the

12 case of Kleen, would those problens be present if one
13 were to use the autocl ave?

14 A. You' re saying if one were to use --

15 Q I'm having trouble why this is that

16 conf usi ng.

17 A Well, are you saying if LeMay was to use the

18 autocl ave or if Kleen was to use the autocl ave?

19 Q Does it make a difference?

20 A Yes, it woul d.

21 Q  \hy?

22 A It depends on how they segregate the waste.
23 Q Does it depend on the generator or does it

24 depend on the requirenents of the disposal site?

25 A It would be -- fromthe testinony that |'ve
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1 heard from Kl een, they have different waste

2 segregation requirenents than what | understand

3 LeMay' s segregation requirenments are.

4 Q Okay.

5 A. LeMay' s segregation requirenments are

6 regul ated nmedical waste in one container, incinerate
7 waste in another container that contains -- could be
8 trace chenot herapy or regul ar pathol ogi cal waste.

9 Q So -- go ahead.

10 A. The Kl een's segregation requirenents that
11 they are stating now that they have after, you know,
12 this is different than their witten testinony that
13 they provided earlier, is trace chenotherapy is going
14 into one container, sharps are going into one

15 cont ai ner, regul ar pathol ogi cal waste in one

16 contai ner, and nmed waste. They have four containers
17 that they plan on segregating into.

18 Q So are you saying that the problens that

19 you' ve identified, those are caused by the way in

20 which the generator is -- the way in which either

21 Kl een or LeMay are segregating the waste?

22 A Correct.

23 Q It's not -- they' re not caused by the

24 differing requirements of the hydroclave versus the

25 aut ocl ave?



0883

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A. Correct. | believe that the hydrocl ave and
autocl ave can process the sane types of waste, which
is just regular nedical waste. They cannot -- either
one of them can process trace chenotherapy or
pat hol ogi cal. They can both process sharps waste,
but in the case of the HSS hydroclave in Port
Coquitlam the reason that they segregate their
sharps waste is they only process on certain days
that type of waste because the Provincial laws in
Canada don't allow themto landfill sharps in the
landfills in British Colunbia, so they have to | ong
haul them a | ong ways away. That's why they have to
segregate differently than other people do.

MR. TRAUTMAN: That's all | have. Thank

you.

EXAMI NATI ON
BY JUDGE RENDAHL:

Q Okay. | have a few questions for you, M.
Phil pott, and |I'mjust going to go through the pages
of your testinony, because that's where | have
written my notes.

If you turn to page three of 60-T. At the
very bottom in paragraph four, you talk about the

i nnovati ons and give various subnunberings. [|'m
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| ooki ng at the use of non-incinerative waste
processing. Were does Stericycle dispose of the
treated waste for Mrton?

A That would be the Coffin Butte landfill in
Or egon.

Q And who owns the Coffin Butte landfill?

A That is a Allied Waste-owned landfill. It's
a -- our waste is disposed -- it's a subtitle D
landfill, which is a lined landfill.

Q So allied is not affiliated in any way with

Stericycle?

A No, it isn't.

Q And does Stericycle have a contract with the
Coffin Butte landfill?

A Yes, we do.

Q And if the waste is not treated at Morton
and either designated by the generator for
incineration or required to be incinerated, as in the
case of pathol ogical chenb waste that we've been
tal ki ng about, where -- you're saying that waste goes
to the Salt Lake City facility?

A Yes.

Q And possi bly Covanta, in a backup situation?
A Yes, if it was needed.
Q

In your tinme with Stericycle, since 1999,
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1 has Stericycle used the Covanta facility?

2 A For Washi ngton --

3 Q For Washi ngt on?

4 A -- incinerate waste?

5 Q For Washi ngton incinerated waste?

6 A. Well, we used to exclusively send all of our
7 Washi ngton waste to the Covanta landfill for

8 processi ng.

9 MR, JOHNSON: |'msorry, did you say Covanta
10 [andfill?

11 THE WTNESS: |'msorry, Covanta, the

12 Covanta incinerator, |I'msorry. But we were

13 contacted in -- roughly in 2000, 2001 by Jeff

14 Bi ckford, from Marion County, who was in charge of
15 the Covanta incinerator. Marion County, it's a

16 county-run incinerator

17 And at that tinme, with the volunme of waste
18 that we were delivering to the facility, they were
19 going to be over their limt of what they could

20 accept at that facility. So at that time, we, in
21 conjunction with generators wanting waste to be put
22 in |eak-resistant, puncture-resistant, reusable

23 contai ners, converted to send our waste to the

24 incinerator in Salt Lake City. Because then, as is

25 now, the unused capacity they have, roughly, at the
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i ncinerator a nonth that they can accept is 88,000
pounds a nonth of nedical waste that's unused.

And the way their cap works is it's an
annual cap, and if the first three nonths of the year
you provided themw th that vol ume of waste to equal
88, 000 pounds tinmes 12, they can't accept the waste

for the rest of the year.

Q Okay.

A So it wasn't a viable option.

Q Okay. So since 19 -- since the switchover
to using the Salt Lake facility, have you -- has

Stericycle of Washington used the Covanta facility at
all?

A. We currently send our incinerate waste from
Oregon generators to that facility, so yes.

Q But is that Stericycle of Washington
coll ected waste or is that a different conpany in
Oregon?

A. No, we only send Oregon waste. W do use
the Covanta incinerator, but only for Oregon waste.
The waste that we collect in reusable gray tubs in
Washi ngton cannot be processed in Covanta, sSo no, we
have not sent that waste to them from Washi ngt on.

Q Okay. And when you say we, are you speaking

of Stericycle, Inc. or Stericycle of Washington?
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A. Stericycle of Washington. Well, Stericycle,
Inc. has not delivered the waste to them |'m sorry.
Q Okay. On page five of the testinony, in
par agr aph ni ne, you speak to six equipnent yards in
four different cities, and then in Portland, Oregon
Wi ch of those cities has two yards? Because | only

see five locations, Kent, Wodinville, Spokane,
Pasco, and in Portland, and you speak to six
equi pnrent yards. | was wondering if there was one
city that had two different equi pnent yards or if
there's a particular city that's been onmtted from
your list?

A It looks to me as if what would be omtted
is Morton has one route truck

Q And the Morton, you'd consider Mrton to
have an equi pnent yard?

A Yes, there's one truck based in Mrton.

Q Okay. Looking to the next page, page six,
and Paragraph 12, and you're discussing tenporary
storage. |Is the tenporary storage at any one of

those six equi pnment yards?

A Yes, at the yard the driver transfers
containers -- sorry, I won't read it out |loud. Yes,
that basically -- at every yard we operate, there's

no long-term storage. Tenporary storage woul d be
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1 backing up to a trailer that is going to haul the

2 waste to the processing facility in Mrton.

3 Q Okay. And in the next paragraph, going back
4 to this issue of waste that's designated for

5 i nci neration, and you include in that the

6 pat hol ogi cal waste, trace chenotherapy waste, and

7 t hen ot her bionedical waste designated by the

8 generator. Do certain generators designate their

9 nmedi cal waste for incineration, rather than going to
10 the Morton facility?

11 A Sone generators will put waste other than

12 waste that is required to be incinerated into an

13 i ncinerate waste container, yes. W try to educate
14 our customers that the nost prudent means of disposa
15 is in the regular waste stream if you're going to go
16 that route. There are some generators that put waste
17 other than incinerate only waste in those containers,
18 yes.

19 Q Can you assign in your know edge any ki nd of
20 a percentage of those generators who would do that?
21 I nstead of having waste go to the Mrton facility,

22 but just put all their waste in an incinerate box?

23 A. I couldn"t. You know, segregation is done
24 at the -- you know, the point of disposal. W're not

25 present when they dispose of their waste. W have
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1 very few custonmers, if any, that are incinerate only,
2 all of their containers.

3 Q Okay. |If you look at page nine of your

4 testinmony, and | ook at Paragraph 21. In this

5 paragraph, you talk about Stericycle's offering of

6 the Bio Systens program and indicate that Stericycle
7 began offering that service in 2003. Can you | ook

8 al so, then, at page -- |I'mlooking at Exhibit 62

9 which is the tariff, and original page nine.

10 A. Page nine?

11 Q Yes.

12 A Okay.

13 Q If you look at the bottom under your nane,
14 i ssued by, it says issue date, and it has a date of

15 June 25th, 2004, with an effective date of June 29th,
16 2004. Since this is the original page and hasn't

17 been revised, |I'massuming that this is when the

18 Commi ssi on approved the tariff rates for this

19 process?

20 A Correct.

21 Q So would you say in your testinony that it's
22 nore correct to say that you began to offer it in

23 2004, rather than 20037

24 A No, | wouldn't. It was offered in 2003, and

25 when we originally offered it in the state, until we
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could get the issues worked out with the tariff, with
the UTC, the containers we were providing, we were
going to use as a single-use itemand still provide
the service
Q I don't understand what you nean by a
singl e-use item
A Well, the containers in the Bio Systens

operation are designed to be used up to 500 tines,
based on FDA requirenments of the particular
container. So they have a bar code on them and they
can be used up to a life, and when they hit a certain
anount, they're required to be disposed of. And it's
-- you know, and di sposed of conpletely, not to be
used again, because they have a shelf life of how
many cycl es they can be cleaned before the integrity
breaks down of the container

So when this programwas originally offered
in 2003, since we did not have rates filed with the
UTC, and until the rates were figured out of how it
was going to be charged, the programwas still going
to be offered by Bio Systemnms, but the containers they
renmoved fromthe health care facilities, fromthe
wal |, were not going to be reused or recycled; they
were going to be put into the regular nedical waste

contai ner and just disposed of as if they were their
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regul ar single-use containers. But they would stil
have the benefit of them being changed out in a
proactive fashion in the hospital

Q So the recycling aspect didn't really happen
until June of this year?

A Correct.

Okay.

A But at that point, when it was offered in
2003, there weren't any custonmers who signed up for
the service at that time to be recycling, but that is
correct.

Q And do you know how many of your custoners

are currently taking advantage of the Item 95?

A Are we in the tariff?

Q In the tariff, yes.

A I'msorry.

Q And that's the Bio Systens.

A Bio Systens. Currently, in Washington, we

have four hospitals signed up for the service. There
is one actively receiving the service now, with two

| ocations receiving service within the health care
facility, two different |ocations, and the
installation of three nore facilities is taking place
next nmonth. W anticipate, within the next three

nmonths, in the ballpark of another six to nine
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hospitals conmi ng on board with the program

Q Al right.

A And there's al so sone people in Oregon
partici pating.

Q But that's not part of Stericycle of
Washi ngton, is it?

A No.

Q And that's what I'mtrying to focus on
Agai n, on page 10 of your testinony, Exhibit 60-T,
Par agraph 22, | think you make a statenent that you
began offering the programto Washi ngton generators
in 2003. | guess what |1'd clarify there is you're
referring to the nanagenent aspect, as opposed to the
recycling aspect?

A Correct.

Q If you look at the next page, page 11 of
your testinony, in Paragraph 25, this is referring to
the new Direct Returns program You state, Recently
Stericycle has al so begun offering this program
When did Stericycle begin offering the progran?

A Direct Returns is a pharmaceutical return
programthat Stericycle, Inc. has had in the works
for well over the |ast year. The program has been
offered here to individuals directly from Stericycle,

Inc. Stericycle of Washington is not dealing
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1 directly with the generators on this. It's a

2 corporate program

3 Q Do you know when Stericycle, Inc. started

4 of fering this programin Washi ngton?

5 A. I could not give you an exact date, no.
6 Q Was it in 2004 or 2003?

7 A I would think it would be in 2004.

8 Q If you |l ook at page 12, and Paragraph 29

9 you reference investnments in the equi pnent containers
10 and supplies used in serving Washi ngt on generators,
11 and then, in addition, invested certain anpunt in
12 devel oping Morton facility. That 2.5 mllion
13 i nvestment, that's all investment prior to 2004;

14 isn't that correct? O is there any portion of that
15 t hat has occurred in 20047

16 A Yes, there are portions that have occurred
17 in 2004.

18 Q And what woul d that be?

19 A. There was additional |and purchased adjacent
20 to the property in Mrton to stage the Bio Systens
21 pl ant, the tub wash system warehouse, adjacent to the
22 existing facility.

23 Q And how nuch of that $2.5 million is

24 reflected in the land, to your know edge?

25 A | personally didn't do the real estate deal
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1 I would assune a coupl e hundred thousand dol | ars,

2 t hat bal |l parKk.

3 Q Is there any other mmjor investnent as part

4 of that 2.5 mllion that was nade in 20047

5 A Yes.

6 Q And what woul d that be?

7 A The equi pnent, the robot for renoving the
8 lids for the reusabl e sharps containers, the wash

9 station, and nost of the equi pment has already been
10 built for the plant.

11 Q Well, let nme ask you. In the next sentence
12 after that, you talk about, in connection with the
13 Bio Systens -- you talk about another 1.2 million

14 being used to build this processing and wash

15 facility. Is the information just given ne about

16 equi pnent part of that 1.2 mllion, or is it a part
17 of the 2.5 million?

18 A Okay. | think we're one step behind

19 ourselves. The 1.2 mllion would include the washing
20 station, yes.

21 Q Okay. And the land? And you know, | think
22 you understand the reason why |'m asking. There's a
23 standard used in evaluating applications where

24 i mprovenents nade after the date the application is

25 filed are not really appropriate to use in conparing
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the two conpanies in terns of satisfactory service,
and so that's the reason why |'m asking you.

A The 2.5 million would already be the
i nvestment that's been in place at the facility. The
1.2 million would reflect the new investment in the
facility.

Q Al right.

A. For Bi o Systens.

(Recess taken.)

JUDGE RENDAHL: All right. Let's go back on
the record.

Q M. Philpott, thank you for bearing with ne.
| just have one other question for you. |If you | ook
at your Exhibit 74, which is a financial picture of
the conpany for the last -- for 2003.

If you'll ook at the third page in, the
header for this section appears on the second page as
general and adm nistrative expenses. |If you go down
to just before the total of other general and
adm nistrative expenses, there's a line reading
corporate regional district office expenses of
$360, 000, approxi mately. What does that anmount
represent, if you know? |Is that an allocation of
Stericycle, Incorporated expenses to Stericycle of

Washi ngt on?
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A. G ve ne one nmonent. |'"mgoing to | ook
through it. Yes, | would assunme that this would be
the allocation for the work that's done by the

corporate office for Stericycle of WAshington

JUDGE RENDAHL: And that's all | have. So
let's take our afternoon break. We'll be back at 10
to 4:00. Be off the record till then. Thank you.

(Recess taken.)

JUDGE RENDAHL: Let's be back on the record.
We're back after our afternoon break, and | believe,
M. Johnson, you nmay have sonme redirect?

MR, JOHNSON: Yes, thank you, Your Honor.

REDI RECT EXAMI NATI ON

BY MR. JOHNSON

Q M. Phil pott, when M. Haffner was asking
you about the inpacts, | think he was aski ng about
t he potential inpacts on Stericycle of Washington of
the grant of the Kleen application. He asked you
whet her, you know, questions that go to whether one
driver and one truck could inpose significant inpacts
on Stericycle of Washington. Did you analyze the
question of inpacts based on one driver and one
truck? And how do you believe Kleen's -- the inpact

of Kleen --
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JUDGE RENDAHL: Let's have hi m answer your
first question.

THE WTNESS: | don't understand the
question fromyou, Steve.

Q I"I'l try again. How do you believe Kleen's
application should be analyzed in terns of potentia
i mpact on Stericycle of Washington? Should it be
anal yzed on the basis of one driver and one truck?

A | don't think that it should be based off of
one truck, one driver, because to truly offer service
to the entire state of Washington, if that's the
service they intend to provide, | don't think it's
feasible to cover the entire area with one driver and
one truck, and the application they' re requesting
doesn't limt their service to only providing one
driver and one truck

They could end up, like Stericycle does,
wi th, you know, 26, 27 trucks and nultiple drivers,
so that it obviously would i nmpact our business.

Q In your discussion with M. Haffner
concerning the hazardous -- |I'msorry, the shipping
mani fest, which is Exhibit 66, | think that your
testi nony was that the original shipping manifest,
signed by the processing facility, is retained by the

processing facility; is that correct?
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A Correct.

Q If the generator wants a copy, can he get a

A Yes, they can.

Q How do they do that?

A. They request a copy, and the copy is
provi ded to them

Q M. Philpott, | think you clarified what you
meant by proactive sharps managenent at sone point
during your testinmony, so | guess | don't need to go
through that with you. The first tinme around seened
alittle confusing.

Under the Bio Systens program who pays
Stericycle of Washington's tariff charges?

A. Bi o Systens pays for the tariff, our filed
tariff. The bill for the conplete service is
provided to the facility, and the portion of the work
that is done by Stericycle of Washington is billed
off of the tariff to Bio Systens.

Q So as far as your conpensation for the
services provided by Stericycle of Washington, Inc.
for collection and disposal, is that all stated in
the tariff?

A The charges for Stericycle of Washi ngton,

Inc.?



0899

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Yeah, for collection and di sposal of the
shar ps contai ners?

A Yes, it is.

Q Al right. Now, in your testinony, Judge
Rendahl asked you several questions about when the
Bi o Systens service was first offered to custoners in
Washi ngton, and | think you used the termoffered at
several points in your witten pre-filed testinony,
and | believe those are the points that she
i dentified and asked you questions about.

Woul d you pl ease state when the Bio Systens
programwas first offered to Stericycle -- |'m sorry,
to custoners in Washington State?

A. The Bio Systens programwas first offered to
custoners in Decenber of '03. It was a Washi ngton
Hospi tal Association neeting that was attended by Bio
Systens executives and the |local Bio Systens nmjor

account executive. And the service was offered with

the recycling elenent, as well, as part of the
program
Q One question. Were you in attendance at

this nmeeting?
A Yes, | was.
Q Okay. Pl ease proceed.

A And the conplete el enment of the program was
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of fered, the changi ng of the sharps containers
proactively and the recycling elenent of this
program It was initially deemed by the corporation
of Stericycle, Inc. that this particular activity
woul d not be regulated by the Utilities and
Transportati on Commi ssi on because the sharps
containers, at the point in tine that they're reused,
are classified as class two nedi cal devices and
regul ated by the FDA and not as a bi ohazard waste at
that point in tine.

| personally was in discussions with the UTC
regardi ng how to inplenment these containers the best
way into the state and follow all the guidelines, and
we came to the conclusion, of speaking to
representatives of the UTC, that it would be best if
it was a regul ated waste, simlar to our existing
regul ated medi cal waste charges. And when we signed
up our first custoner in the second quarter of this
year, we filed rates so they could be offered to the
generator in July, | think is when they becane
ef fective.

I may be off a little bit by ny day, but the
rates were in effect when our first customer came on
board to provide the service to, and they were filed

in accordance with our tariff at the UTC
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Q So M. Philpott, there's sort of a Bio
Systens pronotional blush attached as Exhibit 69 to
your testinmony. Was that -- maybe we can call it a
brochure. Was that brochure available in 2003, and
was it passed out?

Yes.

I"'msorry, it was?

> o »

Yes, it was.

Q Was it passed out at this neeting that we're
referring to, of the Hospital Association?

A This woul d have been passed out at the
neeting, as well as a slide presentation on what the
system | ooked |ike, and what it |ooked Iike
i npl emrented in existing hospitals throughout the
country that it was in already, and they may have
recei ved sone other literature, |I'mnot positive, but
this is something they would have received at the
time.

Q So the Bio Systems program around the
country was already in existence, already being
of fered around the country by Stericycle, Inc.?

A That is correct. |In the East Coast, where
the Bio Systenms program started, 95 percent of the
hospitals currently utilize this system of sharps

managenent .
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1 Q Ckay. Now, the reusable tub wash system

2 that | believe you indicated is being currently used
3 in Vernon, California, was that facility up and

4 runni ng i n Decenber 20037

5 A. That particular facility was not running in
6 Decenber 2003, but there were facilities throughout

7 the country that could have been utilized.

8 Q VWhen did the Vernon facility come online?
9 A In 2004.

10 Q About when?

11 A That woul d be another question that M.

12 Stronmerson could give you an exact date. | could

13 only approxi mate.

14 Q Ckay. Well, maybe we'll defer. M.

15 Phil pott, there was a certain amobunt of discussion
16 during M. Haffner's cross-exani nati on about costs of
17 transportati on between Morton and north Salt Lake, or
18 between north Salt Lake and Vernon, California. Do
19 you renenber that discussion?

20 A Yes.

21 Q Who' s responsible for the costs of that kind
22 of long haul transportation?

23 A. All of that transportation is all-inclusive
24 of the $5.46 we pay per container. Stericycle of

25 Washi ngton pays Stericycle, Inc. per container to
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1 process and di spose of the waste.

2 Q So the cost to Stericycle of Washington is
3 not affected by the novenent of the waste after

4 Morton; is that right?

5 A That is correct.

6 Q And does the cost to Stericycle of

7 Washi ngton depend or vary whether the waste is

8 processed at Morton or taken to north Salt Lake for

9 i nci neration?
10 A No, it does not.
11 Q And that anmount is the $5.46 you've

12 ment i oned?

13 A. Correct.
14 Q And is that the rate that's stated in the
15 contract that M. Haffner offered in -- let's see.

16 It's Exhibit 87. You can | ook at Exhibit 87, if

17 you'd I|ike.

18 A I's that this?

19 MR, HAFFNER: Yes.

20 THE W TNESS: Yes.

21 Q M. Philpott, | think there may have been

22 some confusion at different points in your
23 cross-exam nation with respect to discussion of waste
24 segregation. And when you are referring to waste

25 segregation as it affects transportati on of
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bi omedi cal waste, and you're referring to waste
segregation requirenments, whose requirenents are you
referring to?

A Well, the requirenents could be either
requi rements based off of the particul ar processing
facility the waste is going to or they could be
segregation requirenments based off of your nedica
waste carrier.

Q Right. But we're not talking about
generator segregation requirenents that may apply
inside a health care facility?

A Correct.

Q M. Philpott, when there was -- when M.
Traut man was aski ng you questi ons about the
suitability of an autoclave facility as a backup for
wast e designated or waste packaged originally for
incineration, | think you -- | guess M. Trautman
asked you sonme questions about what the Harold LeMay
Enterprises folks do in terns of waste segregation.
Do you know what they do?

A They have one cardboard box they provide for
di sposal, for incineration, and it's ny understandi ng
that all of their waste currently is incinerated.

Q Assunmi ng that LeMay packages everything in a

single box or that that's their requirenent and that
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they don't require segregation into different waste
streans, would an autoclave be a suitable backup
facility for waste so packaged?

A No.

Q Why is that?

A. Because a autoclave is not a suitable way to
process trace chenot herapy or pathol ogi cal waste, and
by being commingled, it wouldn't be prepared to use
an autoclave as a backup facility.

Q And if, then, for exanple, a facility, a
processing facility shuts down, how nmuch notice of

that does a carrier usually get?

A None.
Q So -- and if you get no notice and you have
a systemthat's based on no segregation, | would

assunme you've got quite a bit of waste in the
pi peline that needs to be handled in sonme fashion?
A That is correct. For exanple, Covanta's
facility shut down the first of Septenber. It was
closed for two weeks this nonth, unannounced. Waste
designated for that facility from Oregon for us had
to be transported to Salt Lake City for disposal
Q M. Philpott, I"mnot sure that this is
strictly relevant, but | think there was sone

confusion in your testinony or mght have arisen from
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your testinmony with respect to the operations of

bi omedi cal waste collection operations in O egon

Which entity perforns bionedical waste collection
services in Oegon for the Stericycle famly?

A. Stericycle, Inc.

Q Not Stericycle of Washington?

A Stericycle of Washington, sone vehicles, if
they ever do provide service there, it's allocated to
Stericycle, Inc., the revenue fromthose generators.

Q I"'msorry to return to this, and naybe it
isn't necessary, but it's where it shows up again in
my notes. Wth respect to the Bio Systens program
you didn't have a custoner for that programuntil the
tariff was filed; is that correct?

A That is correct.

Q But the systemwas actually offered, it was
mar keted prior to that tinme?

A It was marketed and offered. As | stated
before, when this programwas originally offered, the
sharps containers that we are -- or Bio Systens is
removing fromthe health care facilities are
classified as a class two nmedi cal device, such as
scal pel s, other reusable medical devices currently in
hospitals that are not a regul ated product by the

urcC.
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When t hese scal pel s and ot her nedica
devices are removed fromthe hospital to be taken for
decontanination, it's not a regul ated busi ness that
is atariff filed with the UTC. Wen it was
originally | ooked at by the corporation, Stericycle,
Inc., to provide the service here, that was the basis
that this programwas going to be offered and didn't
need to go through the channels of filing a tariff,
but after the programwas initially offered in
Decenber, and discussions started with custoners that
were very interested in the program | personally
spoke to the UTC and expl ai ned what we were offering,
and we both felt that it woul d be better served to
have it as a regulated service with a rate filed, and
we filed a tariff prior to us receiving our first
custoner and servicing them

Q Then | think that the confusion was
clarified ultimately with respect to the investnent
by Stericycle, Inc. That's referred to on page 12 of
Par agraph 29, but let nme just nmake sure it was.

JUDGE RENDAHL: Page 12 of which exhibit?

MR, JOHNSON: |'m sorry, Exhibit 60-T, page
12, Paragraph 29.

Q In the second sentence there, there's a

reference to Stericycle, Inc.'s investnent of $2.5
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1 mllion in the devel opnent of its bionedical waste

2 processing facility at Morton. Was all of that

3 i nvestment done prior to 2004?

4 A Yes, it was.

5 Q Ckay. So when you're referring to the

6 i nvestment related to the Bio Systens programt hat

7 took place in 2004, that's enconpassed within the 1.2
8 mllion referred to in the |ast sentence of that

9 par agr aph?

10 A That woul d be correct.

11 Q Okay. And when did the process of

12 i dentifying |and and obtaining the |Iand and, you

13 know, putting the plant together for that facility

14 begi n?
15 A VWhen did the idea for --
16 Q Well, when were the first steps taken to

17 i mpl enent this plan?

18 A Well, the acquisition of the property was
19 done in 2004. | think that property deal closed

20 within the last six nonths. And the building of the
21 equi pnent needed for this facility in Mdrton has

22 al ready been conpl eted, and that was done within the
23 | ast three nonths.

24 Q Okay. Oobviously, land acquisition can take

25 time. Were you involved in that aspect of the
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1 devel opnent of this facility in any way?

2 A Yes.

3 Q Okay. Could you tell us in what way, and if
4 you can, when the process started in terns of

5 acquiring the | and?

6 A. I was involved in identifying howto place
7 this particular programw thin the structure of the
8 exi sting footprint of --

9 Q Now, when you say the existing footprint,
10 you're referring to the existing land at Morton

11 that's owned by Stericycle, Inc.?

12 A Correct. And when we came to the conclusion
13 that we were at a loss for space to do this, we

14 searched for other avenues and acquired a piece of
15 property adjacent to the building and deci ded that
16 this is where this building would be attached.

17 Q When did the evaluation take place of

18 whet her the new wash facility could be installed

19 within the existing footprint?

20 A It was a continuous -- involved over the

21 first two quarters of 'O04.

22 Q Did it start in January of '04?
23 A Yes.
24 Q And are you sure of that? | nean, the key

25 point here, this is no ganme, that the application
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was filed in early February, |I'mnot sure exactly
when. Did the process of acquiring the land for this
wash facility begin before that?

A Wel |, the planning for the placing of the
facility obviously took place before the program was
offered to generators in the state of Washi ngton,
because we felt that this existing processing
facility could be placed within the building. So the
initial thought was there was no other |and needed to
be purchased, and when we went to the table in
Decenber to the Washi ngton Hospital Association, it
was already within our plan to place the structure --
or not the structure, the wash station and the robot
and all of the devices needed to performthis
operation within the existing building.

Wthin the first couple of quarters of the
2004, through further research and nmeasuring and
getting the equi pnent done, we cane to the conclusion
that it can't fit in there, and we had to acquire a
pi ece of property to fit this equi pnment into and
build a new buil di ng.

Q When you nmet with the Washi ngton Hospita
Associ ation in Decenber of 2003, did you explain your
plan to build the new Bio Systens facility at the

Morton site?
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A Yes.
MR, JOHNSON: | have no further questions.
I do have one question | nmight take off the record,
if I could, with you, Your Honor
JUDGE RENDAHL: Let's be off the record.
(Di scussion off the record.)
JUDGE RENDAHL: Let's be back on the record.
M. Haffner, do you have my re-cross?
MR. HAFFNER: Yes, | do, Your Honor. | have

a few questions.

RECROSS- EXAMI NATI ON
BY MR HAFFNER
Q M. Phil pott, when you were talking to nme
about the cross-loading of waste from | believe your
route truck to another truck at one of your
facilities, for instance, here in Kent, are either of

those trucks kept under refrigeration?

A No.

Q Nei ther van is refrigerated?

A No.

Q How long is the waste on the route truck

before it transfers the waste to the first vehicle?
A Every route truck that is run in the state

of Washington, the waste is conpletely offloaded at
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1 the end of the route day.

2 Q So --

3 A Wi ch could be, you know, anywhere from 1:00

4 to 6:00 p.m, whenever their route is conpleted.

5 Q But it's offloaded at | east once every day?
6 In other words --

7 A Absol utely.

8 Q So you don't have any waste staying on the

9 route truck for nore than 24 hours?

10 A No.
11 MR, JOHNSON:. Twenty-four hours? Excuse ne.
12 THE WTNESS: It is all unloaded at the end

13 of the route at the end of the day.

14 Q And that is | oaded into another vehicle

15 How | ong does the waste remain in that next vehicle?
16 A The next vehicle would be either a 53-foot
17 or a 28-foot trailer. It could be a 48-foot refer

18 trailer, but it's not something that's required. You
19 could use it if that's all there was. It's

20 i medi ately driven the same day to the processing

21 facility and processed within generally a day or two.
22 Q Now, if it's going to incineration, it's not
23 going to be processed that day that it arrives at

24 Morton, is it?

25 A No.
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Q How | ong does it take for the incineration
material to arrive at its point of incineration?

A We spoke about that earlier when | said that
we have two to three trucks or two to three trailers
| eaving weekly to Salt Lake City. And it's generally
al nost a day pull to Salt Lake City, to get there,
and then it's processed within a couple days of being
in Salt Lake. And those are refrigerated trucks that
that's transported on.

Q So from Mrton to Salt Lake, they are
refrigerated?

A Correct.

JUDGE RENDAHL: M. Philpott, when you
di scussed a refer truck, is that a refrigerated
truck?

THE W TNESS: Yes, it's a 48-foot
refrigerated trailer.

JUDGE RENDAHL: Thank you.

THE REPORTER: How do you spell "refer?"

THE WTNESS: R-e-f-e-r.

JUDGE RENDAHL: As opposed to what m ght
otherwi se be referred to as reefer.

Q We're in the trucking business. W're not
allowed to do that when we're trucking; right? Okay.

M. Philpott, if | can get you to look at -- back to
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1 your testinmony at Exhibit 60-T, page 12, Paragraph

2 29. This is the investnent that has been nade in

3 your facilities or sonebody's facilities, and that's
4 where | want to ask you sone clarifying questions.

5 First sentence says that Stericycle has

6 invested nore than one and a half nillion dollars in
7 t he equi pment, containers and supplies it uses in

8 servi ng Washi ngton generators. Has any of that one
9 and a half mllion dollars been invested since

10 January 1 of 2004? And if you don't know, you may
11 say you don't know.

12 A Oh, | do know. | would say no, it hasn't.
13 I was just thinking if there was any container

14 purchases since then. That would be the only

15 investment. But 1.5 mllion in equipnent, that would
16 have al ready have been acquired before 2004.

17 Q Al right. Now, | believe that the second
18 and third sentences, they clearly speak for

19 thensel ves, but | want to clarify. They say, In
20 addition, Stericycle, Inc. has invested over two and
21 a half million dollars in the devel opnment of its
22 bi omedi cal waste processing facility at Mrton
23 Washi ngt on.
24 Has Stericycle of Washi ngton spent any nobney

25 at the Morton facility since January 1, 2004?
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1 A. Stericycle of Washington doesn't own the

2 facility. Stericycle, Inc. owns the facility in

3 Morton. So no.

4 Q And in sentence three, In connection with
5 the Bio Systenms program for reusabl e sharps

6 containers Stericycle, Inc. is in the process of

7 investing another $1.2 million at Mdorton. Has

8 Stericycle of Washington invested any amount at the
9 Morton facility -- | guess you' ve already answered
10 that. So your answer or your -- |'massun ng, then,
11 that none of the $1.2 nillion spent by Stericycle,
12 Inc. includes any funds from Stericycle of

13 Washi ngt on?

14 A That is correct.

15 Q If | could ask you to | ook at Exhibit 81,
16 can you identify that docunent? Do you recall seeing
17 t hat ?

18 A Let's see. | believe this is one of the
19 responses to a data request, initially in this
20 process, back a ways.
21 Q And were you involved in the preparation or
22 at | east sone submitting of answers for these data
23 requests?
24 A Sonme of the data requests, yes, | was.

25 Q Okay. On exhibit -- if you could turn to
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Exhi bit 82, there was sone testinony earlier about a
transportation services agreenent with Ludtke
Pacific. Ludtke is L-u-d-t-k-e. |Is that a copy of

t hat agreenent between Stericycle of Washi ngton and

Ludt ke?
A It looks as if it is.
Q Is that your signature on the |ast page of

that agreenent, prior to the attachnent?

A It looks as if it is.

Q And then, finally, | need to identify one
nore exhibit, which is, | believe, Exhibit 85, which
I don't think I included when | was referencing the
ot her waste agreenents.

A. I think you did.

Q Is that also one of the formwaste
agreenents that you have used in the past few years
for your custoners?

A It looks like it is.

MR, HAFFNER: Okay. Those are all the
gquestions | have for the w tness, Your Honor

JUDGE RENDAHL: All right. M. Trautman, do
you have anyt hi ng?

MR. TRAUTMAN: No, | don't.

JUDGE RENDAHL: | have nothing. M.

Johnson, do you have anything further?
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MR, JOHNSON: Just the one thing.

REDI RECT EXAMI NATI ON

BY MR JOHNSON

Q Wth respect to the length of time of a
route, what is a -- what is the |ongest route that
you -- that your collection trucks undertake in a day
or in any period of tine?

A Vel |, under the DOT hours of service
regul ations, a driver cannot drive for any nore than
11 continuous hours or be on duty, continuous duty,
for nore than 14 hours. |If they're on duty for 14
hours, they have to take 10 hours off before they can
report to duty, and cannot report for duty in a seven
day period for nore than 60 hours.

Typically -- or not typically. Al of our
routes are designed as such where they never infringe
on DOT service hours, and all of our routes are
generally run during the day and all of our drivers
| eave in the norning and are back in late afternoon
and are done.

Q Okay. So the length of tine waste m ght be
inaroute truck would be, if I understand you
correctly, no nmore than 10 hours?

A That woul d be a correct statenent.
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Q And typically, how | ong?
A You just stated no nore than 10 hours. Al

of our drivers leave in the norning, cone back in the
afternoon, they're within the DOT hours of service
requi renents, and the | ongest duration they may have
is, you know, a little over 10 hours for the day. So
their waste fromtheir very first stop would still be
on the trailer when they get back. All of the waste
woul d not have been on the trailer all day |ong; just
their first stop would have been. And then it's
of fl oaded onto the Iong haul trailer destined for a
processing facility. That is there no |Ionger than
anot her 24 hours.

MR, JOHNSON: Ckay. Thank you.

JUDGE RENDAHL: Anything further?

MR. HAFFNER: No, Your Honor

JUDGE RENDAHL: Ckay. Thank you, M.
Phil pott. You can step down, and if we have to bring
you back, you'll remain under oath for that part of
your testinony.

THE W TNESS:  Okay.

JUDGE RENDAHL: So let's be off the record.

(Di scussion off the record.)

JUDGE RENDAHL: Let's be back on the record.

So M. Haffner, with the exception of Exhibit --



0919

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

what's been nmarked as Exhibit 60-T, you' ve indicated
off the record that you don't object to admtting
what's been marked as Exhibits 61 through 80; is that
ny under st andi ng?

MR, HAFFNER:  Yes, Your Honor

JUDGE RENDAHL: All right. M. Trautnman,
any objection to admtting those?

MR, TRAUTMAN:  No, no.

JUDGE RENDAHL: All right. Then Exhibits 61
through 80 will be admitted. And then |I understand
you have other exhibits you wish to offer?

MR. HAFFNER: Yes, Your Honor. | would Iike
to offer for admission Exhibit 81, 82, 83, 84, and
85, but not 86.

JUDGE RENDAHL: So you'll be withdraw ng 867

MR. HAFFNER:  Yes.

JUDGE RENDAHL: Any objection, M. Johnson
to adm ssion of what's been marked as Exhibits 81
t hrough 857

MR, JOHNSON:. My only question would relate
to Exhibits 83 and 84. |'msorry, also seens to be
-- let's see -- 85. Are they all versions,
different, slightly different, maybe slightly
di fferent versions of the Stericycle service

agreenment ?
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MR, HAFFNER: Yes, that's ny understandi ng,
that they are all slightly different.

MR. JOHNSON: Do we need -- and one of them
has three apparently slightly different versions. |Is
there sone reason to have themall?

MR, HAFFNER: | think it's significant to
have all of them because they were all produced in
response to a discovery request. They describe terms
of the agreenent with the service customers and they
descri be who the contracting party is and references
to other entities, all in various forms. | think
they're nore or |ess consistent, but | think it's
i mportant to see how that is dealt with over the
years of those agreenents.

MR, JOHNSON. The only problem | see, Your
Honor, | nean, they seemto be redundant insofar as
we' re tal king about the way they describe the
contracting entity. |I'mflipping through them and
can see no difference.

JUDGE RENDAHL: Well, there's no date in any
of them | guess I'd adnit themwi th a bench request
frommyself to Stericycle to identify the dates of
the various versions in Exhibits 83, 84 and 85, so
there is sone reference in the record as to what --

whet her all of those five are still applicable or
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only one is. Wth that explanation in the record,
after | receive the response, | could adnmt the bench
request response for clarification.

MR, JOHNSON: Are we trying to find the
currently applicable service agreenment or the service
agreenent that was in effect on the nagic date of
February 9, or whatever that date is, or if we knew
exactly what we were trying to reach, | could -- we
could perhaps identify that particul ar docunent.

MR, HAFFNER: | amsinply, with these
docunents, I'mtrying to give an exanple of a way
that Stericycle of Washington is holding itself out
to its custoners over the period of time that our
data request covered, which was -- | don't recall the
specific date, but | think it was either 2000 or 2001
to the present date.

JUDGE RENDAHL: Ckay. And so with that
respect, | think I would adnmit them But again, I'm
going to nake the bench request, which is Bench
Request Nunmber 1, and I'Il put it in witing tonorrow
or early next week, for Stericycle to identify the
dates of the particular agreenents, and if they're
all still valid, then that's a valid answer. So
will put that in witing.

MR, JOHNSON:  Your Honor, the only question,
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the only concern | have is that there nmay not be --
we coul d probably determ ne which one is currently in
effect, or probably which one was in effect at a
particular point in time, but actually sort of dating

the period when internedi ate service agreenents were

in effect, I"'mnot sure that's going to be possible.
But we'll certainly make an effort, if that's your
request.

JUDGE RENDAHL: Well, 1 think that would be

best, to be able to identify, to the extent
Stericycle can, various dates of the service
agreenents.

MR. JOHNSON: Seens like we're putting them
to a ot of work for purposes here. But |I'm happy to
-- we'll have themdo it

MR, HAFFNER: Wel |, but, unfortunately, the
data requests were not clarified in terns of the
response. And | know |'ve answered data requests the
same way, where sonebody asks ne for a series of
docunents responsive to a period, I'll give themthe
docunents, and they may not clearly identify the
dates. But | don't have any dates to attach to the
docunents, so | can't nake them any cl earer

MR, JOHNSON. We night at |east give thema

sequence. That, | think, is the -- an approxi mte
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paraneter. | believe that can be done.

JUDGE RENDAHL: Then that will be part of
the bench request. Either date themor identify the
begi nni ng and endi ng one and sequence in between

MR, JOHNSON: Very good.

JUDGE RENDAHL: All right. Wth that, I'l
admt Exhibits 81 through 85. And M. Haffner,
know you had an objection to Exhibit 80 -- Exhibit
60-T, and noved to strike prior to M. Philpott's
cross-exanination to certain portions of that. Wy
don't you go ahead and state your reasons for those
obj ecti ons.

MR. HAFFNER:  Yes, Your Honor. My
obj ections, again, are to Paragraphs 30, 31, 32, 33,
34, 36, 37, 39, 40, 42, except for portions, |
bel i eve, C and D

And the reason for ny objections is that
t hese paragraphs constitute argunent and do not
i nclude any statenents of fact. | think it's an
i nappropriate nethod to -- it's inappropriate
information to submit in pre-filed testinony and
clearly woul d have been objectionable in live
testi nony as either conclusory, calling for |ega
concl usi ons, or unresponsive to an appropriate

guesti on.
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JUDGE RENDAHL: And that objection applies
to all of the paragraphs that you've cited?

MR. HAFFNER:  Yes.

JUDGE RENDAHL: And there's no other reason
for the particul ar paragraphs?

MR, HAFFNER:  No.

JUDGE RENDAHL: Okay. M. Johnson. |I'm
sorry, are you done?

MR. HAFFNER:  Yes, Your Honor

JUDGE RENDAHL: M. Johnson

MR, JOHNSON:. Well, Your Honor, | think, if
we were going to -- if M. Haffner was going to |ay
an appropriate foundation for the broad, sweeping
notion that he has filed, he should have |ed M.
Phi |l pott through the statenments that he believes are
i nappropriate and given M. Philpott a chance to
respond with respect to those particular itens.

| don't see how we can sweepingly strike out
par agraphs from M. Philpott's testinony wthout
going through it line-by-line and eval uati ng whet her
it was an i nappropriate statenment either of fact,
based on personal know edge, or opinion, based on M.
Phil pott's extensive experience as probably the nost
expert business person in the field of bionedica

waste collection in the state of Wshi ngton.
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And frankly, I think M. -- | understand M.
Haffner's point. | think the Comn ssion and Your
Honor are quite capable of sifting through any
argunment or statement that may be shade from opinion
based on busi ness expertise to sonething el se, and
just don't think it's either useful or appropriate,
unl ess we want to go through this line-by-line and
st at ement - by-statenent, which | am prepared to do if
we want to do that.

But | think the better approach, Your Honor
woul d be to sinply note M. Haffner's objection and
to admit the docunent in full, with the caveat that,
as in all things, the Comm ssion and the presiding
officer is free to weigh the testinony and wei gh the
statements nmade for what they're worth.

We're not in a proceeding where we're
strictly bound by the rules of evidence. | think the
opi nion statements, to the extent there are opinion
statements here, are well within M. Philpott's
conpet ence, and that he should be allowed to put his
position and his opinions on the record.

JUDGE RENDAHL: M. Trautman, do you have
any position on this?

MR, TRAUTMAN:  Well, | would tend to agree

that | think -- | think that Your Honor can probably
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1 give the appropriate weight to the statenments that

2 are made, and how nmuch of themare legitimtely

3 within M. Philpott's expertise.

4 I would agree that there's a fine line at

5 whi ch point you get fromthere to expert statenents,
6 opi nions, and argunents that are appropriate for the
7 brief, and I think that the testinony treads that

8 l[ine, but | do think that -- | do think that Your

9 Honor is capable of making those distinctions and

10 according the appropriate weight to the statenents in
11 t he chal | enged paragraphs.

12 JUDGE RENDAHL: M. Haffner, anything in

13 cl osi ng?

14 MR, HAFFNER: | certainly understand the

15 comments about all owi ng Your Honor to give weight to
16 | anguage or evidence that is admtted, but | believe
17 that that's typically reserved for occasi ons when

18 evidence is entered that is questionable as to the
19 quality of the evidence.
20 In this case, we're not dealing with
21 evi dence, and that's my issue that | have with this
22 docunment. This may not even be so nmuch of a concern
23 about the evidentiary nature of evidence -- of
24 information that's being submtted, but the process

25 by which counsel is arguing their case, in that they
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are using this opportunity, in nmy opinion, to give a
mni brief of their case by using argunent instead of
statenments of fact. And | think that if this were a
live witness, they would not be allowed to do so.

| understand that Your Honor can consider or
not consider the weight of this testinony, but this
is a hearing that is creating a record of evidence
that is very significant for subsequent proceedings,
and | do believe that this matter is likely to be
appeal ed by either side, | hate to say, given the
i mportance of this matter, and so | think it's clear
-- it's very inportant that we create a good, clear
record of evidence, and this is not evidence.

Regardl ess of whether it m ght be questionable
evi dence, evidence of value or not, this is sinply
not evidence. This is argunent.

I will also say that |I don't -- | think it
m ght be premature to make a ruling w thout going
through things line-by-line.

MR, JOHNSON:  Your Honor, the only thing
would add to this is that we didn't give M. Phil pott
a chance to go through line-by-line. And it seens to
me if M. Haffner's objection, if he wants to press
it, we need to give M. Philpott a chance to address

each specific statement and provi de foundation or



0928

1 background, or M. Haffner could certainly

2 cross-exanine himon his expertise. W haven't done
3 t hat .

4 JUDGE RENDAHL: | think what m ght be

5 hel pful to nme, in particular, M. Haffner, given

6 that, for exanple, Paragraph 30 is one sentence, and
7 so | can understand an objection to the one sentence
8 as to, you know, an opinion or a conclusory

9 statenent, but as to the entirety of Paragraph 31

10 whi ch goes on to the next page, again, it's difficult
11 to identify what, in particular, you nmght be

12 objecting to.

13 And so what m ght be useful, between now and
14 Wednesday, and I'I|l reserve ruling on this exhibit,
15 is to go through in particular and identify which

16 particul ar statenments you are objecting to. Because
17 I do think, reading through, sone of the |anguage in
18 some of the paragraphs is, in fact, factual and sone
19 of it is not.

20 MR. HAFFNER: |'ve done --

21 JUDGE RENDAHL: | think it goes to the

22 opi nion issue and argunent, because, in reading

23 through, | think there is clear argunent bei ng nade.
24 And while that may be appropriate in pre-filed

25 testimony before the Comrission if there's an expert
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who is stating an opinion, oftentinmes, the Conm ssion
-- nost times, the Conm ssion receives pre-filed
testinmony in a question and answer format. And

don't believe --

MR. HAFFNER: Neither of us did that.

JUDGE RENDAHL: Neither of you did that.

And so, to that extent, it's also difficult to weigh
the testinmony that was filed in this proceeding, as
opposed to other pre-filed testinony before the
Conmi ssion. | determined it would be an

extraordi nary waste of resources on both sides to
refile it with a question and answer format, and so
didn't ask the parties to redo that.

MR, HAFFNER: Thank you.

JUDGE RENDAHL: So in weighing this, if you
have identified particular sentences, 1'd Iike you to
provide that to me and to counsel so that we can
argue this further next week.

MR. HAFFNER: | have those sentences.

JUDGE RENDAHL: All right. Wy don't you go
ahead and identify them now.

MR. HAFFNER: On Paragraph 31, a little bit
nore than hal fway down, after the reference to RCW
81.77.040, the next sentence starts, A copy of a

letter fromthe Commission Staff reporting the
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results of its investigation of Kleen, a Conmm ssion
Staff menmorandum and related materials are attached
hereto as Exhibit MP-16.

| don't think that that would be included as
argunent .

JUDGE RENDAHL: So that's the only thing
you' d excl ude?

MR. HAFFNER: That would be the only thing
that | would exclude. And I believe that MP-16 has
now been separated into Exhibits 75 and 76.

On Paragraph 33, again, just a little bit
past the mdpoint, it starts out with the sentence,
It is patently inpossible -- all of that sentence and
the next sentence are -- in my opinion, would be
acceptabl e, but not the |ast sentence.

MR, JOHNSON: So we're going to stop, in
terms of your posture on this, before the sentence
that this is sinply not economically practical?

MR, HAFFNER: Yes.

MR, JOHNSON: Okay.

MR. HAFFNER: | coul d see that as being
included. | could see that as his opinion based on
his knowl edge, so | won't object to that.

JUDGE RENDAHL: Ckay. Now, just for a point

of clarification, in that paragraph, are you
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objecting to the two prior sentences as argunent or
as M. Philpott not having expertise to speak -- to
comment on Kleen's application and testinony?

MR. HAFFNER: | am objecting to those on the
basi s of argunent.

JUDGE RENDAHL: All right. So in Paragraph
347

MR. HAFFNER: The remai nder of the
par agr aphs, other than Paragraph 42, would be
objected to in their entirety.

JUDGE RENDAHL: Sorry, with the exception of
what ?

MR. HAFFNER: Forty-two. On 42, | would not
obj ect to paragraphs, Subparagraphs C and D

JUDGE RENDAHL: But you're objecting to the
entirety of 42A?

MR, HAFFNER: 42A and 42B and the preanble.

MR, JOHNSON: Now, M. Haffner, just as an
exanpl e, under 42B, if |I'mlooking at the right
testinmony, the first sentence is, Covanta does not
have tub washing and disinfecting facilities. Is it
your position that that's argunentative, or not
factual ?

MR, HAFFNER: No, you're right. That would

have to be -- | would not object to that. | would
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not object to that or the next sentence.

MR, JOHNSON:.  Your Honor, could we go off
the record briefly?

JUDGE RENDAHL: Let's be off the record.

(Di scussion off the record.)

JUDGE RENDAHL: Let's be back on the record.
While we were off the record, we agreed -- M.
Haf f ner agreed to go back and | ook at the particul ar
par agraphs and identify with specificity what he's
objecting to and what he is not as argument versus
fact and reasonabl e opinion by M. Philpott.

You will provide that to nyself and counsel
by noon on Monday, with the other information
concer ni ng shi pper/generator witnesses, | believe it
is. |Is that what's Monday at noon?

MR. HAFFNER: No, rebuttal.

JUDGE RENDAHL: Rebuttal, thank you. It's
been a long four days. And we will take it up
Wednesday, after hearing the testinmony of M. Menaul.

So with that, | think we can adjourn for
today and we will reconvene on Wdnesday, Cctober
6th, in this roomat 9:30.

Thank you very much. We'll be off the
record.

(Proceedi ngs adjourned at 4:55 p.m)



