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PROCEEDI NGS

JUDGE SCHAER: Let's be on the record this
nor ni ng.

We're taking up the prehearing conference in
this matter that was continued fromJuly 18, 2001
We're in the Comm ssion's hearing room 108, and the
Conmmi ssion's headquarters building in Oynpia,
Washi ngt on.

Today is February 12, 2002. | am Marjorie
Schaer, the Adm nistrative Law Judge assigned to this
proceeding. | would like to start this norning by
t aki ng appearances fromall the parties.

And | have, since the |ast hearing, received a
notice from Ri ck Hafner, who had been counsel for Sharyn
Pearson, indicating that he was wi t hdrawi ng as counsel
So when | get to Sharyn Pearson's representative, | will
have questions for you.

| think the other parties who have appeared
before can give your nanme, and the nane of your client.
But let's go ahead and start with the representative
from Ms. Pearson.

MR, DAVENPORT: | am Arthur Davenport.

JUDGE SCHAER: M. Davenport, are you an

attorney?
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MR, DAVENPORT: No, | am not

JUDGE SCHAER: What is your relationship with
Ms. Pearson?

MR. DAVENPORT: | amthe manager of Centralia-
SEA- TAC Transport Express, LLC.

JUDGE SCHAER: And what is -- go ahead and give
us your business address, business phone, your e-mail
if you have one, and your fax nunber, if you have one,
pl ease.

MR. DAVENPORT: Post Office Box 14881
Tumnat er, Washi ngton, 98511. CQur tel ephone nunber --
we do not have an e-mmil nunber or fax nunber -- is
(360) 786-0641.

JUDGE SCHAER: Ckay. When the Notice of
Wt hdrawal came in from M. Hafner, | was contacted by
the Conmission's Record Center, who said that the
address that is provided in this formis different from
the address that is on file in the Conmm ssion's Record
Center for your business. So what address is your
formal address?

MR. DAVENPORT: That is our mailing address.
The physical address is 6200 Capital Boul evard, South.

JUDGE SCHAER: | amgoing to ask you to check
in with the Records Center before you | eave this

buil ding today -- they are located in the niddle of the
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buil ding right by the main doors -- and nmake sure they
have correct contact information for you, so we can keep
track.

MR. DAVENPORT: We have been receiving our
correspondence fromthe PUC

JUDGE SCHAER: | had them send to both
addresses, but we usually keep one address that we nai
to.

And then for Ms. Zepp?

MR. PALMER | am David Palner. | amthe
attorney for protestant Linda Zepp. And Linda Zepp is
on ny left.

JUDCGE SCHAER: And then for the protestant, M.
Fricke?

MR, FRICKE: | amalso a protestant, James M
Fricke, President, Pacific Northwest Transportation
Servi ces, Inc.

JUDGE SCHAER: And Commi ssion Staff,

M. Traut man?

MR, TRAUTMAN: Gregory J. Trautman, assistant
attorney general for Conmmission Staff.

JUDGE SCHAER: | have two nmjor issues on ny
list of things that we should deal with today. The
first one is | would like confirmation that we received

per manent insurance. On the |last hearing on the 28th,
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we had just a tenporary certificate that had been filed
t hat day.

So M. Trautman, can you represent that the
Commi ssi on has permanent proof of insurance now?

MR. TRAUTMAN: Yes, we do, Your Honor

JUDGE SCHAER: And then ny second area that is
going to require a little nore discussion is the
question of where we go from here.

You may recall that we had a hearing |ast June
in which we would, in normal circunstances, have put
together a schedule for the conpletion of the
proceedi ng. That was continued to July so that the
parties could try to figure out where we were going, and
try to make sure that certain issues that needed to be
covered in the interim |ike nmaking sure that there was
adequate insurance, was taken care of.

And the notes that | have fromthe transcript
indicate that there was to be a January 2002 trial date
to resolve sone differences between Ms. Pearson and
Ms. Zepp, and their businesses. And if that didn't get
bunped, that woul d be happeni ng.

So we have schedul ed this date as a status
conference or check-back date to see if we need to do
anything further, and if we are going to do anything

further to set up a schedule for getting that done.
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So | don't know. Who would like to go first?
I am hopi ng you have tal ked to each other, and you have
a nice plan for ne. And if that hasn't happened, but
you think it mght be something you can do, we can have
some time off the record to talk to each ot her

But give ne a quick status report,

M. Traut man.

MR, TRAUTMAN: Thank you, Your Honor. | have
spoken briefly with M. Palner, and he can give nore
details. But my understanding is that the court matter
was settled, and they are attenpting to finalize that
settlenent in terms of handling Ms. Zepp's interest.
And | believe they are also intending to apply to the
Commi ssion for approval. And we, of course, would be
interested in that.

In addition, at this point Staff has sone
concerns that we believe can probably be addressed by
updating the filings. Most of our concerns through this
process have invol ved the ownership, and the ownership
changes, and who is part of the corporation and who
isn't, and who's the manager. Because we have a nunber
of docunents, and they do not always reflect the sane
thing in terns of who is running the conpany.

So the first thing we would want, we woul d want

to update the application as to who is the purchaser
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who are the nmenmbers -- if it's an LLC, who are the
menbers, and what is their percentage of interest today.

We woul d want an updated LLC Partnership
Agreenment that, again, reflects the current nmenbers.
Because we have seen conflicting versions of the same
agreenent over time with various signatures, and
menbers, the status of the LLC

And t hat appears to have been clarified
somewhat today. | believe Ms. Pearson used to be the
manager, but | believe M. Davenport indicated he is the
manager now.

MR. DAVENPORT: | am now.

MR. TRAUTMAN: So we wanted that updated. And
it may be that the certificate filed with the Secretary
of State's office would have to be updated as well to
reflect the current managers.

Fourth, we would want current vehicle
registrations. | believe our Staff, about approxi mately
four months ago -- | believe four or five nonths ago
| ooked into the matter, and it appears two of the four
vehicles are registered in the nane of the LLC, and two
are not. And that would have to be updated.

One was registered to Linda Zepp, and one was
registered to Centralia Sea-Tac, Inc., rather than the

LLC, which is not the correct entity. So they would
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have to be all in the LLC.

And one other matter which is of very great
significance to Staff is the regulatory fees. And the
LLC has filed the 2000 Annual Report. It was filed
January 10 of 2002, and | believe that report indicates
that there are regulatory fees owing of $2,701. And
those fees would have to be paid up

And finally, the question of whether there are
any liens or any other encunbrances on the LLC. And
that mght include any -- to ny understanding, there may
be a security interest for Ms. Zepp's interest. And
that would have to be clarified.

So if the application is updated, the vehicle
regi strations are updated, any Secretary of State
certificates are updated, and the regulatory fees are
pai d, and any liens are noted, when that is done,
at this point Staff does not anticipate opposing the
merger once the ownership aspects are taken care of.

JUDGE SCHAER: Okay. | want to hear fromall
of you, and then | have a couple of questions. But |
want to hear fromyou, M. Palnmer, because it seens you
m ght be nore familiar with what is going on in the
court case, and what is happening in that world.

MR. PALMER: Thank you, Your Honor

What happened is we went to nediation, and
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t hrough the nediation we reached a settl enent agreenent

whi ch was then formalized.

Where it stands, | spoke with the counse
representing the civil litigation. And | believe we're
m ssing one signature of someone who -- it's ny

understanding is not involved in ownership now, but has
been in the past. And we may have a couple of details
which will dovetail with the concerns of the Staff
concerning the titles.

But, essentially, once we get all of the
signatures, the deal is that Ms. Zepp and Ms. Pearson
will transfer their interests to the LLC, the linited
liability conpany.

And this permit -- the LLC would give to the
Zepps a security interest in the permt under the
Washi ngton Uni form Conmmerci al Code Secured Transactions.

Then the LLC would amend its application. The
anmendnment woul d specifically request that the Comm ssion
approve a security interest retained by M. and
Ms. Zepp. And that when these things were done, that
Ms. Zepp woul d withdraw her protest and woul d cooperate
in the amended application. As part of this, Ms. Zepp
and Ms. Pearson would be assigning their interest in the
partnership to the LLC.

And al so, when | talk about dovetailing, in
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addition to the security interest in the permts,

we woul d al so be retaining a security interest in the
vehicles. So that allows us to address the concerns,
bel i eve, of the Conmi ssion, because we can make the
limted liability conpany the registered owner, and

Ms. Zepp the legal owner, which is howit would reflect
a security interest on a vehicle.

I would hope to have the paperwork signed --
al so, as part of this, the civil suit would obviously be
di smi ssed for prejudice. | don't believe there's
anything holding it up, other than getting soneone into
a lawer's office to sign the papers.

JUDGE SCHAER: M. Davenport, would you like to
add anyt hi ng?

MR. DAVENPORT: M. Palnmer has pretty nuch
succinctly put it. The LLC is purchasing the assets of
Ms. Zepp, and al so of Ms. Pearson

JUDGE SCHAER: M. Fricke, would you like to
address any concerns about how this goes forward?

MR. FRICKE: | do have some concerns related to
t he ownership, the operating authority, and the conpany
operating authority.

I had brought the question up before. The
certificate is owned by two people: M. Pearson and

Ms. Zepp. The LLC, to ny know edge, has no agreenent
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with those two in terns of operating that certificate.

As indicated in our previous conference, there
was going to be an effort to nake sonme sort of
agreenent, whether it be a | ease agreenment, or Staff
here talked in ternms of sonme sort of nanagenent
agreenent .

One of the indications, | understand from
Staff, was that because Ms. Pearson had essentially been
t he manager through all of this ownership, up to that
point in tinme, that they considered that to be kind of a
conti nuous managenent -- nmnagi ng partner, | guess, at
that point in tine.

That apparently has significantly changed now
that M. Davenport is the nanager. And it seenms to me
that it raises the question again of the LLC as being
a conpany operating wi thout authority, which is in
violation of the rules of the Conm ssion, and, |
believe, the aws of the State of Washi ngton

JUDGE SCHAER: Thank you. |s there anything
further you wanted to say at this tinme?

MR. FRICKE: | think that issue needs to be
dealt with, because there has been a signature change,
and | think that question needs to be addressed today.

JUDGE SCHAER: M. Davenport?

MR. DAVENPORT: |Is it possible -- maybe | have
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nm sspoken ny exact position.

Ms. Pearson renmmins as the -- as of right now
as the -- okay, general overall nmanager. | mmnage the
day-to-day activities of the operation. But she does
the financials. | think she does the reports, and al
of the reporting. So it's kind of a joint between the
two of us at this point.

JUDGE SCHAER: Well, | have been asking nyself
a question, | think, at each hearing that we have had
together: Does it make sense to continue doi ng what
we're doing in this forum or should this application be
di sm ssed, and get the new application in, and let Staff
eval uate that, and work with the conpany to get what
t hey need, and then deci de whether or not to go forward.
And | would like to hear what thoughts would be on that.

MR, TRAUTMAN:  Your Honor, maybe it would serve
t he sane purpose, but we thought it might be quicker
rather than to disniss and redocket -- rather than to do
that, to sinply update the current application with --
file an updated application within the sane docket.

MR. DAVENPORT: That woul d be our preference,
al so.

JUDCGE SCHAER: M. Pal ner?

MR, PALMER: That's what we had agreed to.

JUDGE SCHAER: M. Fricke, it sounds |ike that
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woul d neet your concerns about having the forumfor
addr essi ng your issues?

MR. FRICKE: | agree that's probably the nore
expedi tious way to deal with the whole matter.

I would still hope that Your Honor would

recogni ze the fact that the law and the rules are being

vi ol ated here, and that either -- that there should be
some sort of operating agreement. It was tal ked about
mont hs ago. That was said right here by counsel -- was

going to be worked out.

JUDGE SCHAER: Well, M. Fricke, | am not going
to consider that issue today, or rule on it in any way.
You will have a forumto raise those concerns when we
get to a hearing, and they will be dealt wth.

What | amtrying to figure out right nowis
simply how we should go forward, whether we keep this
alive or whether we let all of the new information cone
in and treat that as a new transfer application.

Now, | have heard from Staff, and fromthe
ot her representatives, that they think it would be
better to continue in this case so that they have the
benefit of what they have worked out so far in this, and
are able to go forward.

And so | think that's what | am going to decide

to do is to keep this case alive. But | want a fairly
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1 ti ght schedule. You have had several nonths to gather

2 informati on and put it together

3 Now, M. Trautman, | am going to want to hear
4 what Staff's opinions are, even if you end up in a

5 neutral position. | think there are enough questions

6 rai sed about what kind of information needs to be filed,
7 and what is filed, and how it's maintained that | want

8 to be sure that the Conmi ssion can hear fromits Staff

9 about that.

10 So in order to put together a schedule --

11 again, would you like sone tinme on your own to talk that
12 over, and put sonething together?

13 MR. TRAUTMAN: That m ght be hel pful

14 JUDGE SCHAER: Then | am going to suggest that
15 we take our norning recess in order to give you tine to
16 have a break, and also to do this discussion. | am

17 goi ng to suggest we cone back at 10:30 by the clock in

18 this room

19 We're off the record.
20 (Brief recess.)
21 JUDGE SCHAER: Let's go back on the record

22 after our norning recess.
23 During the tinme of the recess, the parties were
24 speaki ng together to work out a schedule for the

25 remai nder of the proceeding.
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And has a schedul e been worked out? Anyone?

MR. TRAUTMAN: Yes, Your Honor. Well, |
believe, as Staff indicated, we had had a list of itens
that we would |ike to have updated and filed with the
Conmi ssi on

And at first we had chosen March 15 for that
date, but then we decided that it night be best sinply
to schedule the date for the hearing. But you had
i ndi cated you would be gone April 15, so it should be
sonetinme after that. | have hearings before that tine.

But once we establish the date of the hearing,
whi ch could be either the -- perhaps the fourth week in
April, a day during the fourth week of April, or that --
the carryover week that goes from April into My, we
coul d then have the docunents, the updated application,
updat ed busi ness docunents, updated vehicle
regi strations, as Staff discussed earlier, we could have
that date set 30 days prior to the hearing.

JUDGE SCHAER: So you are |ooking at a date in
the week of April 21st or 28th?

MR. TRAUTMAN:  Correct.

JUDGE SCHAER: Let's go off the record for
anot her nonent, because | need to check any hearing
dates with our hearings scheduler. And the Comm ssion

has such a horrible schedule getting through the rest of
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the year. |
for us. | wll
don't have sonething el se set.

So let's go off the record for

break, and hopefully I wll
i nformati on during the break
(Brief recess.)
JUDGE SCHAER

During the break

and the Commi ssion's cal endar

equal |y avail abl e woul d be either

and two dates that

have to make sure there's a room avail abl e

doubl e-check ny cal endar to nake sure

a five-mnute

be able to find out that

Let's be back on the record.

was able to check cal endars,

are

April 23rd or Apri

25th. | wanted to check and see if, on anybody's
cal endar, one of those dates was better than the other?
MR. PALMER: 25t h?
MR, TRAUTMAN: 25th. | like Thursday better
JUDGE SCHAER: Well, it seems we have consensus
that the 25th would be the better day.
Is that a day that will work on your cal endar
M. Fricke?
MR. FRICKE: Yeah, either one will work.
JUDGE SCHAER: And how about you,
M . Davenport ?
MR. DAVENPORT: Yes.
JUDGE SCHAER: And both of you,
M. Trautman and M. Pal ner, have indicated that wll
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wor k?

MR PALMER: Yes, Your Honor.

MR. PALMER: Yes.

JUDGE SCHAER: So that's the plan, that we wll
have a hearing on the 25th.

And you were indicating, M. Trautman, that you
are going to have updated docunents filed a nmonth before
t hat .

Do you contenpl ate doing that in some closed
format, so they would be available to ne as well, so
can review them before the hearing?

MR. TRAUTMAN: We can have it so it's filed
with the Comm ssion, and served on the other parties
as wel |

JUDGE SCHAER: | think that would allow nme to
feel better prepared, and perhaps keep things running
better.

I amgoing to want a list of w tnesses, and of
areas that they are going to cover. |In addition to the
docunents that are filed, which we just discussed that
I will receive a copy of, if there are other docunents
that any party is planning to use as an exhibit in the
matter, | want you to have sufficient copies of those
made and with you so you can distribute those in the

hearing roomfirst thing in the norning.
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M . Traut man.

MR. TRAUTMAN: You indicated a |ist of
wi t nesses. When woul d that be due by?

JUDGE SCHAER: Well, | was thinking maybe a
week ahead, but | am open to other suggestions. That
woul d be April 18.

MR. PALMER: Your Honor --

JUDGE SCHAER: Yes, M. Pal ner.

MR. PALMER: Could we make that two weeks
before. | will be gone the week before.

JUDGE SCHAER: And you don't want to file yours
early?

MR, PALMER: Actually, | want to see what
everyone else is going to do.

JUDGE SCHAER: Actually, it would be better for
me, because | am going to be gone the week of the 15th,
and | could take sonme tinme with them before |I go.

So let's say those are going to be due April
10. Only if you get themthere at 5:00, | could still
| ook at themon the 11th.

| am going to suggest that on the 25th we have
an additional prehearing conference from about 8:30 to
9: 00 for the exchange of -- marking of exhibits. And
then, hopefully, we will have all of that done and be

ready to go forward with the hearing at 9:30.
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MR. FRICKE: Clarification, Your Honor

Are you saying i medi ately preceding that
hearing that day?

JUDCGE SCHAER: Yes, M. Fricke. And | am not
sure | got ny times contiguous, but | would say the
prehearing conference from9:00 until 9:30, and then
starting the hearing at 9:30.

MR, PALMER:  Your Honor --

JUDGE SCHAER: Yes, M. Pal ner.

MR. PALMER: Are you -- are the updated
docunents, are they due March 25th, then?

JUDGE SCHAER: | was going to ask you that.
You indicated a nonth ahead. 1|s that what you would
like to do? That is a Monday.

MR. TRAUTMAN: That would work for us.

JUDGE SCHAER: And are you, M. Pal ner, going
to be responsible for making sure those get filed, or
you, M. Trautman, or you, M. Davenport?

M. Fricke, | amsure you don't have to.

MR, TRAUTMAN: | anticipate sone will be from
M. Davenport, and sone from M. Pal ner.

MR. PALMER  Yeah, | can file sone.

MR, DAVENPORT: And, yeah, | will, of course,
have the updated application and | essee agreenents.

JUDGE SCHAER: Okay. We're probably -- | am
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1 probably going to call for briefs at the end of this,

2 dependi ng on how conplicated it gets. |[If it stays

3 pretty sinple, we may not need to do that. But | don't
4 know i f you want to tal k about a briefing date now, or

5 at the end of the hearing.

6 MR. TRAUTMAN: Let's wait until the end of the
7 heari ng, and see how the issues pan out.

8 JUDCGE SCHAER: Okay. So is there anything else
9 we need to discuss this norning?

10 ( NO RESPONSE. )

11 JUDGE SCHAER: Thank you all for working

12 together to get these planning steps taken. Qur

13 Prehearing Conference Order will be issued.

14 I will be checking to see if one of the earlier
15 orders included all of the filing information for

16 documents that conme in. If it did not, | will attach

17 that and tell you how many copies of everything.

18 Exhi bits need to be three-hol e punched.

19 And so if there's nothing further to cone
20 before us this norning, then we will be adjourned unti
21 9:00 a.m on April 25th. And we will be in this room
22 it looks like, at this point.
23 Thank you all, and we're off the record.
24 (Hearing adjourned at 10:40 a.m)

25



