BREMERTON-KITSAP AIRPORTER, INC.

P O. Box 1255, Port Orchard, Washington 98366
(360) 876-1737 * fax (360) 876-5521
www.Ritsapairporter.com

November 22, 2004

Washington Utilities &
Transportation Commission
P.O. Box 47250

Olympia, WA 98504

Attn: Carol Washburn
Dear Mrs Washburn,

Please insert enclosed articles from the Port Townsend Leader issue of November 17,
2004 into Docket # TC-041340, Pennco Transportation.

I do not understand how Mr. Harris is financially able to operate Pennco Transportation’s
existing authority, much less any additions to his authority.

Sincerely,

Coer

chard E. Asche
President
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By Barney Burke
Leader Staff Writer

By the end of 2004, software entre-
preneur Kevin Harris plans to complete
the purchase of the Waterman & Katz
Building (W&K) and resume renova-
tion of the historic Cannery Building at
the foot of Quincy Street in downtown
Port Townsend. |

There are buyers and back-up buyers
for the residential condominiums on the

second floor of the Cannery, said’

Richard Hild, an associate broker at
John L. Scott Associates. Hild is han-
dling the sale of the condos as well as
the sale of W&K, currently owned by
Ballenas Corp. of Victoria, B.C.

It’s unclear just when the condomini-
ums will be ready for occupancy, how-
ever. Much of the building renovation
remains undone, street utility work has
not begun, and local contractor Little &
Little Construction left the job site in
August 2004. The contractor has filed a
lien for non-payment in the amount of
$145,023.

7 Little & Little is not Harris” only cred-
itor. Public records on file in Jefferson
County and elsewhere show that Harris
may owe more than $450,000 in liens
and judgments. Those creditors include
Microsoft, the Washington departments
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“I'm working
through the
challenges.”

Kevin Harris
business owner

tiple business ventures. “I’m working -

through the challenges.” .

Like Harris, Hild is enthusiastic
about the market for the waterfront con-
dos, even though two are just 950
square feet, two are about 700 square
feet and none have onsite parking: He
confirmed that there are buyers and
back-up buyers waiting for the project
to be completed.

The asking rent for the 4,200 square
feet on the ground floor is $1.95 per foot
(not including maifitenance, insurance
and other “triple net” expenses), said
Hild. In addition to the value of its
waterfront focation, Hild noted that the
building has been reinforced per seismic
requirements.

As to concerns about liens and debts
clouding the property, Hild said. buyers
are protected because, as a normal
course of business  all enenmhrance
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,mooc:Q L:a the Internal xné::n
Service (see related story on this page).

In addition, the property taxes on the
Cannery for 2003 and 2004 are delin-
quent.

Harris optimistic

Originally, Harris planned to put his’

software company, Real Solutions/
MACROsystems, in the second floor he
added to the circa 1880s building that for
many years housed a clam cannery. But
after having difficulty finding retail or
restaurant tenants for the ground floor,
he decided to create four residential con-
dominjums on the second floor and put
his company on the ground floor unti} a
retail or restaurant tenant is secured.
Harris’ new plan has been approved
by city officials as well as the
Washington Department of Ecology. He
still needs to apply for a “binding site
plan” from the city, but that’s consid-

“ered a routine administrative matter,

said planner Jon McDonough.

“I think real estate in downtown Port
Townsend is going to continue to appre-
ciate strongly,” said Harris, who said that
all four residences, priced at $395,000,
have buyers and back-up buyers.

As to his debts potentially affecting
his ability to complete the Cannery,
Hairis said, “That is a totally separate
company.” The entity that owns the
Cannery is Quincy Street at the
Waterfront LLC.

“I have taken on a couple of pro-
jects,” said Harris this week of his mul-

UG e LIC LU LS LA A Gt D D CONISUN -
mated. ““You couldn’t give title unless
it’s paid,” he said. He also noted that the
project was delayed while permits were
obtained to use the second floor for res-
1dential rather than commercial uses.
“He’s an excellent businessman,”

Although a lot of structural wprk on the Cannery Building has been completed,
the exterior deck and most of the interior improvements are still not finished.
Owner Kevin Harris plans to create residential condominiums on the second
floor of the Cannery and expects to execute a contract to purchase the m&woog
Waterman & Katz Building, whose major tenant is the City of Port ﬁoi:mm:a by -

year’s end.

Kevin Harris m.n:am in front of the z_m»o_.._o Om::mQ mc__&:a m. =..o foot of D:_:o<
Street in downtown Port Townsend in 2002, when he bought the building. Two
years later, the renovation Is not complete, but Harris expects to resume con-
struction soon despite a number of financial claims against him and one of his

companies, Real mo_:zosm\z\»omomﬁ»maw.

File photo by Barney Burke

Claims stack up against Harris

A public records check by The
Leader in November 2004 revealed a
number of claims against Port

Townsend business owner Kevin Harris

and two of his companies, Real
Solutions/MACROsystems and Pennco
Transportation.

Although the numbers here are based
on public documents. thev do not neces.

that Harris has satisfied at least mwmboo
in other claims.

Records show:

+ Contractor Little & Little
Construction, which was renovating the
waterfront Cannery Building for Harris,
fited a lien in August 2004 for
$145,023.

« The

hanvartnnent
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+ The Washington- Employment
Security Department has ‘filed two
claims totaling more than $17,000
against Harris and others. Hamis told
The Leader he is making payments on
those claims.

= The Internal Revenue Service (IRS)

__..f:cg_icr;__o:f _or___:m _:c_
than WY IUUY Frae vt enivnsis toan

Photo by Patrick J. Sullivan

Hild said of Harris. “I don’t know of
anything that he’s fallen down on.”

Waterman & Katz

Hild'said-that to his knowledge, the
Cannery and the purchase of W&K are
separate, stand-alone projects.

W&K, renovated several years ago
following a controversial decision by

" the City of Port Townsend to rent office

space there, has been for sale for sever-
al years at a price of $1.8 million.

The city is now the major tenant,
having taken over all of the space previ-
ously leased by Peninsula College,
which moved its campus to Fort Worden
State Park in September. The sidewalk-
level tenant is Ancestral Spirits Gallery.

According to City Manager David
Timmons, the city is paying about
$12,000 for 4,000 square feet of addi-
tional space for a year. The space is
being used to deal with records current-
ly housed in City Hall and to replace
meeting rooms that are no longer avail-
able because of planned renovations to
the landmark building, he said. Also,
part of that space is being allotted to
Kathleen Purdy, who runs the WSU
Small Business Development Center,

See CANNERY, Page C 11

usinesses

Transportation in January 2004; that
lien has been released.

- Microsoft sued Real Solutions/
MACROsystems in June 2004 for non-
payment of invoices. Harnis responded
that the case should be dismissed
because Microsoft did not deliver the
service he paid for on its MSN website.
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Claims Stack up m—mmﬁbmﬂ Harris™ businesses
5 A public records check by The that'Harris has satisfied at least $25,000 * The Washington Employment Transportation in January 2004; that
H Leader in November 2004 revealed a’ in other claims. Security Department has filed two lien has been released.
number of claims against Port Records show: claims totaling more than $17,000 * Microsoft sued Real Solutions/
Townsend business owner Kevin Harris * Contractor Little & Little against Harris and others. Harris told MACROsystems in June 2004 for non-
and two of his' companies, Real Construction, which was renovating the ~ The Leader he is making payments on payment of invoices. Harris responded
Solutions/MACROsystems and Pennco  waterfront Cannery Building for Harris, those claims. that the case should be dismissed
Transportation. filed a lien in August 2004 for * The Internal Revenue Service (IRS)  because Microsoft did not deliver the
Although the numbers here are based ~ $145,023. has filed two tax liens totaling more service he paid for on its MSN website.
on public documents, they do not neces- » The Washington Department of than $200,000 for unpaid income taxes In August 2004, Jefferson County
sarily reflect the current status of a par- Labor and Industries has filed at least from 2000, 2001 and 2002 against - Superior Court Judge Craddock Verser
ticular claim. five actions against Harris and/or his Harris and his wife. Harris said he is awarded Microsoft a judgment of
nifer Altogether, it appears that Harris and ~ wife and Real Solutions/MACRO- negotiating with the IRS over a deduc-  $22,781.26. Microsoft is still a client of
ing his wife and/or Real Solutions/MACRQ-  systems for more than $5,000 since tion that was disallowed for those years. MACROsystems, said Harris.
1 and sci- systems may owe $450,000 in liens and  2002. >m least two of those claims have "A third IRS lien in 5@. amount of * Personnel recruiting firm Hall
S in grades Judgments. Public records also show been satisfied, records show. $25,627 was filed against Pennco ", See CLAIMS, Page C 11
rs at Blue
- Borino won’t be marketing director
>out work- : ) m
he loves to By Barney Burke Commerce has helped the city pur- e The Chamber of Commerce had handled the city’s
wide range Leader Staff Writer chase advertising for the first quarter LTAC finances in 2003 and 2004 but voted to end that
> achieved of 2005 to ensure that there is no gap contract Dec. 31. Borino’s company, Hera and
mro knowl- Port Townsend Marketing Director Nancy Borino  in marketing while a new person or Associates, was a subcontractor to the. chamber.
>tar owner has decided not to seek a contract with the City of Port  firm is selected. During the time the chamber handled LTAC money as
] Townsend for 2005 after seven years on the job. Borino said she decided not to well as previous years when it was all handled by the
time, she The city issued a request for qualifications, or RFQ, seek another contract with the city city, LTAC budgets were overspent.
dam-board- in November as it has in past years for the contract because “the city’s direction is dif- The issue came-up in summer 2004 in preparation
:oévo»a- position. The position is funded by LTAC (Lodging ferent from what my skills and v..m:n Borino  forthecity’s annual state audit. There were no findings
Oillan and Tax Advisory Committee) funds, or “bed taxes,” paid strengths are” The city would like y of wrongdoing in the audit, and the chamber, Borino
,_105. She by hotel and mote] guests. more emphasis on advertising and marketing, but her  and the city agreed to cut expenses so that the budget
gging and Responses to the RFQ are due Nov. 30, and LTAC  core skills are advocacy, education, promotion and  for 2004 would not be exceeded. When a subsequent
1s expected to review those responses on Dec. 1, City networking, she said. bill for advertising exceeded this year’s budget, the ;
phone at- Manager David Timmons said this week. ) Asked to name her biggest accomplishment in the  chamber board voted to pay it out of its own funds to |
625 Tyler Although Borino’s contract runs out on Dec. 31, role, Borino said it was “success in educating the com-  keep LTAC expenditures within budget. i
Timmons said the Port Townsend Chamber of munify of the importance of tourism.” (Contact Barney Burke at bburke@ptleader.com.) i __
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Cannery: Challenges ahead Tor Harris

Continued from Page C !
currently located in City Hall.

Timmons said that the City
Council as of January 2005
plans to meet in W&K instead of
Fort Worden. Meanwhile, he
plans to request authorization
from the City Council to award a
construction bid for the annex on
Nov. 29, although the project is
about $400,000 short on fund-
ing, he said last week.

Computer business

According to the Nevada
Secretary of State’s Office, Real
Solutions/MACROsystems is a
Nevada corporation formed in
January 2002 (the company has
existed since 1991, according to
its website, but Harris bought it
much later).

Harris is listed as the presi-
dent, secretary and (reasurer.
Nevada records also show the
company’s corporate status to be
in “default.”

According to its website,
MACROsystems is a “web
development and IT [information
technology] firm” with 18
employees. The firm leases a
small office on Prospect Avenue
(entrance to Kala Point) just off
State Route 19, but most employ-
ees telecommute to other loca-
tions in Puget Sound, said Harris.

The website indicates that
MACROsystems is a “Microsoft
Certified Partner” and lists
Microsoft as one of its clients.

- Microsoft sued Harris, et. al., for
nonpayment for advertising on

- MSN’s websift.

- Also listed are 4
number of government agencies

as clients

such as the U.S. General
Services Administration and the
Wachinaton State T oftery A ot

Also listed as a client is

Pennco Transportation.

Pennco Transportation

Harris bought Pennco
Transportation in March 2003.
The company is best known for
providing shuttle service to
SeaTac airport. In January 2004,
the IRS filed a $25,627.91 lien
against Pennco for the tax period
ending September 2003. That
tax lien was released in February
2004.

With 35 employees and 30
vehicles, Pennco is the largest
transportation company on the
Olympic Peninsula and provides
vital medical, airport and other
transportation services, Harris
said. If he can obtain state per-
mission to pick up passengers in
Kitsap County, the business can
become more profitable, he said.
Harris- acknowledged that buy-
ing Pennco has created more of
a financial drain than he had
anticipated. .

“T’ve spent so much time on
Pennco issues and challenges
that I have really neglected a lot
of the administrative issues I
need to deal with at MACRO,”
Harris said Nov. 16.

Harris said he bought Royal
Tours in 2004. In conjunction
with Pennco, Royal Tours has
recently been selling trips to

~

Victora, B.C., for flu shots.

City loan

In March 2004, Harris signed
an agreement putting up the
Cannery Building as collateral
for a $25,000 federally -funded
“community development block
grant” loan from the City of Port
Townsend. ‘That loan 13 in “third
nosition.’” behind two bink mort-

Impressive improvements have

were already delinquent and the
first installment of 2004 taxes
was becoming due.

This information would have
been readily available by check-
ing the Jefferson County web-
site, but apparently no one did,
Timmons surmised. Delinquent
taxes on the building are now
$7,330 including interest, county
records show.

The loan application was
reviewed and recommended for
funding by a committee of the
private nonprofit Port Townsend
Mairr Street Program. The appli-
cation on file at the city shows
that Harris was required to docu-
ment the cost of new windows,
about $35,000, to qualify for a
facade improvement loan.

Timmons notes that while the
city might not get repaid for some
time, the facade work paid for by
the loan has been completed.

been made to this wateriront building that ha
decades, but it remains uncertain when the restoration can be completed.

had originally been designed as
office space, he said.

Because of shoreline regula-
tions, it is all but impossible to
create waterfront properties of
this .type in Washington today,
said Timmons, and thus he
expects that the value will be
enough to repay the city.

Community leader

Many who know Harris
regard him as a friendly person
who likes to get involved with
community projects. He was
nominated for the Port Townsend
Chamber of  Commerce’s
“Business Leader of, the Year”
award in 2003. ’

' Currently, Harris is the presi-
dent of the Jefferson County
Historical Society and serves on
the board of directors of Centrum

d been abandoned for

Photo by Barney Burke
as well as the Economic
Development Council.

Harris is one of the 11
founders of MarinerBank, which
opened in December 2002. At
the time, Harris had said that he
felt there was a need for a “com-
munity bank” because it seemed
difficult for businesses to borrow
money from local institutions.

MarinerBank President Jim
Grabicki said last week that
Harris was part of the limited lia-
bility company that took the pre-
liminary steps to  form
MarinerBank, but he resigned on
his own initiative before an
application to create the bank
was filed with bank regulators.

“He had a lot of things on his
plate,” said Grabicki.

(Contact Barney Burke at
bburke@ptleader.com.)
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Mat Real Solutions/MACRO-
systems 1s a subcontractor to
Publicis, which she described as
an “advertising firm” based 1in
Scattle.

One of the requirements of
the agreement is that Harns “pay
before delinquent all tawful
taxes.” At the time the agreement
was executed, the 2003 taxes

ground L::J\ work for the build-
ing, Timmons noted. Also, there
will be minor modifications to
the roof to create small decks for
the second-story condos, which

Claims: Outstanding suits, taxes

Continued from Page C 1
Kinion sued Real Solutions/

- MACROsysters for $15,580 in

June 2003; that case was dis-
missed at the request of Hall
Kinion. “He was OK to deal
with,” Mike Lovejoy, an attorney
who represented Hall Kinion,
said of Harris. Lovejoy said the
company agreed to settle for
about $10,000 but has not
received payment.

- Paul Boyes Inc. sued Harris
in 2004. King County court
records show that Harris never
appeared in the case in person or
through an attorney. A judgment
against Harris for $35,861 was
awarded, but Harris said he is
counter-suing Boyes for violat-
ing a “‘non-compete’” agreement.

« Although Jefferson County
records show that property taxes
on the Cannery Building were

paid for through 2002, the year
that Harris bought it, the 2003

and 2004 taXes are-delinquent.-

Including penalties and interest,
$7,330 in taxes are now past due,
However, records show that the
property taxes are completely up
to date on three homes that
Harris owns in Jefferson County.

* There are three mortgages
on the Cannery Building: Kitsap
Bank ($125,000), American
Marine Bank ($990,000), and
the City of Port Townsend (for a
federally funded “block grant”
loan of $25,000). No public
records were found of any delin-
quencies or foreclosures pertain-
ing to these loans, although
Harris has not yet complied with
a requirement of his city loan
that he pay property taxes on a
timely basis.

Records on file at the U.S.
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Bankruptcy Court, Western
imm:_:mﬁo: Division, show that

| his; wife, RebeecaSue: -
E.B.:m “filed for a Chapter 7 °
bankruptcy in January 1994; that
petition was discharged in June
1994. The couple filed a Chapter

13 bankruptcy in August 1994,
that petition was dismissed.

Unlike a Chapter 11 bank-
ruptcy that allows someone to
restructure debts, these two
chapters of the bankruptcy code
pertain to complete :aanaos
of debts.
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PITV Master Schedule — Channel 47 & 48

Time = Program

Monday

Chanmel 47
10:00-11:60
11:30.12:00

Tai Cbi with Michael
Semantional lnnide & Out
with Terry Li#an Scpal-

United Gevd Neighbors

Jim Rowgh Shew-Challeaging (be Syntem ¢3
Energetic Relesaing Tochniques with Michael

Exerry Reloasing Techalques with Mickeel GHwman

Joues and Amswerr with Jim Frits-New Cously

8:30-9100
9:36-10:00

Flection 2004 Hangover
10:60-11:90 Bijacking Catastrephe
11:00-11:30 Kcys to the Kingdom

Comumissioners--Phil Jehnsen and Duvid Hamilton
Seasalional lnetde & Out with Tervy Lilkise Scgal-

No Helde Barred-whh Jim Hugea uod Sundy Farrell

PTHS Morning News Show

Interview with Cliy Masager David Timmens

Muster Shorcline Plun serics wiib Judy Sarber

Town Meeting st Courthouse

Our Town-Public Access to Wachingion Walers with
Judy Surher

Townm Meeting at USO

PTHS Playoll Footbull

Our Town-with David Timmons

Worship

Tul Chl with Michuel

AHcla‘n Storytime

Hijucking Cutustrophe

CIUT Woud Artlst Warkshop-

Velce of Prophcey

Gaugufl-arries 92

Pruive TV

Praple Firat-Let Our Voicen Be Heard
Deants Feten Chelstian Prugrsms

with Kve und Gury-Awnkening

Channd 4%

Exiday
Chaowel 47

Channel 43

Salurday
Channed 47

001000

[V ERR Y

Time Program
Domentic Violeace Awareness
Owr Town-Clty Manuger Devid Tlmmons

Jefferson Gemerul Hospital Wellnens—Sleep Apnca

Emperor 1809--Cammander of the Temple
New Seag

Poople First-Tet Our Volcen

Be Hewrd

PFLAG-

Word of Life¢ Minksiry with Donna Fitzputrick-

New Seng Charch

No Helds Barred-with hoats Sandy Farreti & Jim
Hegen-Election 2004 Hangover

Kmperor 1009—Cemmander of the Temphe

The Evidence

Linc Mkwananal-the Yiltage-

Shings and Arrows-with Glenn Huntagford

130 Our Town with Chief Krixlen Anderson
:00 CHy Councll (1uped)

:30 Honoring the Victima--Domesfic Viekence
Lunchcon at Fort Worden

Our Town with Chiel Krisien Anderson

:00.- City Council (taped)

JGH Wellncas-Slecp Apnen
Conversations with Maharuji

Al Frank-Reonombkan fur Dumimies

Arthix oo Your Doorstep

Andy I.cc-Kung fu

PFLAG -Seeds of Freedom with Fut Pecrenult

Maharaft

Iasucs und Aoswers with Jim Felt-Rogee Short

Interview

PFLAG

A ruth of One's Owa (Rill Maoyer:

The Hevohtlon Will Not He Tebes
Now)

Artin: on Youwr Donratep

Frumk

I-serten B3

-the Buterviews

Town Mecting ol
Tuwn Merting =
Tawn Mecting »




