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BEFORE THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON
COWM SSI ON
In Re Application No. D 078959 of )

)
PEARSON, SHARYN and ZEPP, LINDA, )
d/ b/ a CENTRALI A- SEATAC Al RPORT ) Docket No. TC-010273
EXPRESS, ) Vol une No. V

) Pages 79 - 97
for Authority to Transfer all
Ri ghts Under Certificate
No. C-993 to Centralia-SeaTac
Ai rport Express, LLC

N— N N

A hearing in the above nmatter was held on
June 21, 2002, at 9:17 a.m, at 1300 South Evergreen

Park Drive Southwest, O ynpia, Washington, before

Admi nistrative Law Judge MARJIORI E SCHAER.

The parties were present as follows:

THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON
COW SSI ON, by GREGORY J. TRAUTMAN, Assistant Attorney
General, 1400 South Evergreen Park Drive Sout hwest,
Post O fice Box 40128, O ynpia, Washington 98504;
t el ephone, (360) 664-1187.

LI NDA ZEPP, by DAVID K. PALMER, Attorney at
Law, Cullen Law Ofice, 626 Col unbia Street Northwest,
Suite 1A, Aynpia, Washington 98501; telephone, (360)
786-5000.

CENTRALI A- SEATAC Al RPORT EXPRESS, LLC, by
RI CHARD L. DI TLEVSON, Attorney at Law, Ditl evson,
Rodgers, Di xon, 204 Pear Street Northeast, O ynpia,
Washi ngton 98506; tel ephone, (360) 352-8311.

PACI FI C NORTHWEST TRANSPORTATI ON SERVI CES,
INC., by JAMES N. FRICKE, President, Post Ofice Box
2163, O ynpia, Washington 98507; tel ephone, (360)
754- 7113 ext 103.

Kathryn T. W/l son, CCR
Court Reporter
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PROCEEDI NGS

JUDGE SCHAER: Let's be on the record. This
is a hearing in Docket No. TC- 010273 involving an
application by Centralia-SeaTac Airport Express. CQur
nine o' clock hearing this nmorning was established in
order to exchange exhibits and allow exhibits to be
mar ked and nunbered, and we have | earned this norning
t hrough di scussion off the record that there is a
different path that we will nore likely be foll ow ng,
and so there are sone docunments related to that that
have been distri buted.

I have suggested to the parties that we take
the time between now and 9: 30 when our hearing would
start to review those, and at 9:30 we will reconvene
the hearing and decide what to do with the current
application and deci de whether there is anything else
that needs to be done in this forumby the Commi ssion
Is there anything el se anyone wants to add to the
record at this point? W are off the record, and our
next hearing will convene at 9:30

(Recess.)

JUDGE SCHAER: We are continuing the hearing
that was schedul ed for today in Docket No. TC-010273,

which is an application by Pearson-Zepp partnership
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that owns the Centralia-SeaTac certificate to transfer
that certificate to Centralia-SeaTac, LLC. As
originally contenplated, this was going to be the
substanti ve hearing about that application

In discussions with the parties at our nine
o' cl ock phase of the hearing for exchange of exhibits
and in discussions off the record, it appears to be
i ndicated that the parties are going to seek to have a
default on that application but do want to outline sone
other matters that are continuing with this permt,
i ncludi ng | ooking at the amendnent to the nanagenent
agreenent that's currently in effect. That was done, |
bel i eve, at the request of the Conmm ssion during the
time of the hearing because we weren't sure who was
managi ng the pernmit, and we got that tine down.

We are going to need to talk briefly about
i nsurance because that was one of the things we did at
t he beginning of this hearing was to make sure a
responsi bl e person or entity that was operating
vehicles for this business did have the proper
i nsurance to protect its custoners, and |I'm now goi ng
to call on the parties to make a statenment of where we
are and what they see as being things that we need to
deal with at this point in the process.

We do not have Ms. Pearson or counsel for
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1 Ms. Pearson with us. She was the original applicant,
2 so | think it might nmake sense to start out with the

3 statement by counsel for Ms. Zepp, if you are ready to
4 do that, M. Pal nmer.

5 MR, PALMER: Thank you, Your Honor. The plan
6 of action that | believe that the parties agreed to is
7 to withdraw the pending application. |In its place,

8 Black HiIls Transportation and Airport Services, Inc.
9 has today filed a new application for transfer of this
10 authority from Pearson and Zepp to Black Hills

11 Transportation and Airport Services, Inc. M. Zepp is
12 or will be the sole sharehol der of Black Hills.

13 Just for point of information, the plan is
14 t hat the Conpany, which is currently operating as

15 Centralia-SeaTac, would change its nane to operate

16 under Black Hills Transportation and Airport Services,
17 and | understand there was some concern by one of the
18 prot estants about the nane.

19 In the interim we would propose a first
20 anmendnent to the managenent agreenent, which was dated
21 May 2. The only change in the current managenent
22 agreement woul d be an extension. The current
23 managenent agreenent technically term nates when the
24 pendi ng application is withdrawn. This would extend

25 t he managenent agreenent until the application filed
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today is acted upon, essentially. W believe that
under the revised Uniform Partnership Act, Ms. Zepp is
one of the partners that has authority to sign it for
t he partnership of Pearson and Zepp

On the insurance issue, | guess we would be
willing to do what the Conmi ssion considers -- there is
one new entity involved, and that is the Black Hills
Corporation, which | guess wouldn't be operating unti
the application is approved, but |I don't see any
problemw th adding that name to it.

JUDGE SCHAER: So you nentioned that you are
goi ng to have a new doi ng busi ness as, d/b/a nane put
on the Conpany's equi pnent now before the transfer is
conpl ete.

MR, PALMER: | wouldn't say that.

Utimately, it would be the nane, the Black HIls nane,
because that is the corporation's nane, so technically,
it would not be a d/b/a.

JUDGE SCHAER: | misheard what you said.

t hought you just told ne that until the application is
done with, you were going to change the nane.

MR. PALMER: | may have mi sspoke. We don't
know for sure the timng of that. Probably makes sense
to wait until the application is approved because then

it's not a d/b/fa. 1t's the nane of the applicant
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hol der.

W may use the nane Centralia-SeaTac after
it's approved for a short period of tine just to nmake a
nane-change transition that nakes sense, but
ultimately, the nanme woul d be changed to Black Hills,
so if there is a d/b/a, it would be Black Hills doing
busi ness as Centralia-SeaTac, but | don't see that as
occurring for a long period of tine.

JUDGE SCHAER: If after the transfer you are
still using the Centralia-SeaTac nane, | night need to
have a d/b/a for that until you get your transition
done. | just want you to know the kind of details that
t he Conmi ssion has rules about so that you don't trip
over one of them between here and your next hearing on
a different application.

MR, PALMER: Thank you. W did file a d/b/a
with the master application, and it's also listed on
t he application.

JUDGE SCHAER: What woul d you suggest we do
in this proceeding fromhere forward, M. Palnmer? |
think you told nme sone of that, but you nmentioned
wi t hdrawi ng the pendi ng application. Do you think
that's sonething that people in the roomcan do? I|I'm
just wondering whether that needs to happen or whether

it would make nore sense to default it or what it would
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make sense to do, because |'m not sure..

Ms. Pearson is the one that filed the
application. She is the applicant, and that's why |I'm
not sure anyone else can withdrawit. 1'mglad to hear
that someone else can or if Staff knows or the other
parties know, but certainly, we can't default the
appl i cant because the applicant is not here, and to get
to the same place, I'mjust trying to figure out what
will work best for the parties.

MR, TRAUTMAN: | believe your initia
application was a joint application, but it was Pearson
and Zepp on the one hand and the LLC on the other. |
don't believe it was Sharyn Pearson for herself.

JUDGE SCHAER: No, it wasn't, but she filed
the application, and Ms. Zepp protested the
application, which |I thought gave us a record that she
at that point saw herself in a different role than as
an applicant, so I'mnot trying to cause problens. 1|'m
just trying to figure out a smooth path going forward
so there aren't things we haven't thought ahead about.

MR, TRAUTMAN: |If a default, so to speak
woul d be technically sinpler, | suppose that can be
done too.

MR, DI TLEVSON: | would have no objection to

that on behalf of Centralia-SeaTac, LLC. M
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under st andi ng was that Ms. Pearson signed the
application but that it was intended to be a joint
application between her partnership and the LLC. W
woul d concur with its withdrawal if Your Honor thinks
that's possible. W wouldn't object to it being
defaulted if you would prefer that.

JUDGE SCHAER: |I'mreally trying to raise the
gquestion to the parties. |If you look in the file, you
will see that -- sonething | had never seen before,
actually -- you had one partner applying for a transfer
and the second partner protesting the application. So
I would be less inclined to view Ms. Zepp as one of the
applicants in that circunstance. |s there anything
el se, M. Pal mer?

MR, PALMER: No. | guess kind of in sumary,
the main result that we would like to get to today is
to continue operating under the managenent agreenent as
amended and then to begin processing the application
which we filed today.

JUDGE SCHAER: M. Ditlevson?

MR, DI TLEVSON. My client concurs with the
approach M. Pal ner suggests and approves the genera
direction that he's suggesting and woul d ask that Your
Honor approve that.

JUDGE SCHAER: M. Fricke?
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1 MR. FRICKE: Your Honor, | would have no
2 objection since it's actually followi ng the rules and
3 regul ati ons of the Comm ssion at this point and

4 certainly does satisfy what's been nmy concern

5 t hroughout this prehearing when the managenent

6 agreenent was put in place that it did tie the

7 certificate to the operating conpany, which had not
8 been the case before, which therefore puts themin
9 conpliance with an authority to do the operations.
10 JUDGE SCHAER: M. Trautman?

11 MR, TRAUTMAN: Staff is agreeable to the
12 proposal that M. Palner had, and | have nothing

13 additional to add. W were checking the insurance, and

14 it appears that it may be sufficient to keep the
15 insurance as it i s now.
16 JUDGE SCHAER: | had raised the insurance

17 questi on because | had m sunderstood what M. Pal ner
18 was sayi ng and had heard him |1 thought say that the

19 Conpany m ght start operating as a d/b/a under the new
20 nanme before the transfer was conplete, and at that

21 point, | would have wanted that nane included in the
22 i nsurance so that we were certain that custoners were
23 protected, but it appears | m sheard what he said and
24 that actually, they aren't going to change the nane

25 until they have a conpl eted successful transfer, if
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they are able to do so. |I'mnot sure that's an issue
any longer. 1In ternms of nmanagenent agreenent, have you
| ooked at the amendment?

MR. TRAUTMAN: | have

JUDGE SCHAER: Do you think that's sonet hi ng
that the Conmi ssion can approve in the setting of a
wi t hdrawn application?

MR, TRAUTMAN: | believe they can. |It's
acceptable to Staff, and it seens to be a sensible way
of dealing with the interimperiod pending the
processi ng of the new application.

JUDGE SCHAER: M. Palner, you had witten a
letter to the Conmmission on June 16th, and | would like
you to explain to ne again on the record what concerns
are about the security agreenent and what you woul d
like the Commission to do, if anything, in an order
com ng out of today.

MR. PALMER: The WAC section 480-30-030,
subsection 8, first sentence says: No certificate nor
any right thereunder shall be sold, assignhed a |ease to
transfer, or nortgaged except upon authorization by the
Conmi ssion, and we have under Uniform Commercial Code a
perfected security interest in the permt.

What | was asking here, and | believe it can

be done one of two ways or both ways. What | was
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asking in my letter was just for the Comri ssion to
approve the security agreenent and security interest
which is already in place on the permt.

The action that we will be taking by the new
application will have the sanme effect. That is, we are
filing that application based on a default under the
prom ssory note and security agreenent. One of the
rights we have is i medi ate possessi on of the
collateral, which would include the pernmit, so the new
application upon its approval will, in effect, approve
the security interest also.

So in conclusion, we can do one of two
things. W can approve the security interest now --
all of the documents have been filed and were filed
back in March or April -- or we can approve it as part
of the new application.

JUDGE SCHAER: M. Trautman, on behal f of
staff, what do you think would be the nore appropriate
way to handle that?

MR. TRAUTMAN: On the issue of whether to
handle it now or as part of the new application? |'m
not entirely sure, to be honest with you. | think you
could do it either way.

JUDGE SCHAER: Also with the filing of the

new application, that will have to be docketed; is that
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1 correct?

2 MR. TRAUTMAN:.  Yes.
3 JUDGE SCHAER: Then if there are protests,
4 that needs to be set for hearing.
5 MR, TRAUTMAN: | would think so, yes.
6 JUDGE SCHAER: So if no one protests, how
7 long would it take for this to go through, in rough
8 terms?

9 MR. TRAUTMAN: 30 days m ni num
10 JUDGE SCHAER: |s there anything el se that

11 anyone would like to indicate at this point?

12 MR. DI TLEVSON: | have nothing further, Your
13 Honor .
14 MR, FRICKE: When you were talking about

15 timng here, was that for the purpose of trying to get
16 this in as short of a time frame as possible?

17 JUDGE SCHAER: It will really just an attenpt
18 to get information on record that this is not sonething
19 that's going to be filed today and dealt with by next
20 Friday. There is a process to go through, because

21 want ed everybody in the roomto be aware of that.

22 There was no purpose beyond that, M. Fricke.

23 MR, FRICKE: Because we will be filing a

24 protest on the new application, and we will be out of

25 state as far as the end of July and the first part of
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August is concerned.

JUDGE SCHAER: We will have to deal with the
timng at the point where this gets set for hearing.

If you do file a protest, you m ght want to include
with it the information and the dates you are not
avail abl e.

MR. FRI CKE: Ckay.

JUDGE SCHAER: One nore question for al
concerned. | can wite an initial order today
reflecting what we've tal ked about and then that wll
trigger a period of 20 days for any party who does not
like part of what | wite to petition for
adm nistrative review, 10 days for the party to answer,
and then procedure on review before the Commi ssion is
before this goes into effect.

At tinmes when all of the parties are in
agreenent on the appropriate result, parties will ask
the Bench to waive the initial order and just wite
this as a final order so that the processing of this
particul ar application can be finished sooner, and |I'm
goi ng to suggest perhaps that Counsel and M. Fricke
tal k about that for a few minutes and see if people
would like to do that. If anyone of you doesn't want
to proceed that way, we will not.

So I"'mgoing to call just a brief recess.
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We' Il be back on the record at five mnutes after 10,
and while you are having that conversation, | would
like you to consider whether it would be useful to have
sonme kind of a proposed order or sone kind of other
statenment supplied by the parties or sonme kind of
stipulation of facts. W don't have any facts in the
record on this matter now. |'mnot sure we need a | ot
if we keep this on a very |low basis and say hearing was
set and applicant is not here and this is defaulted,

but we want to get into other things that it sounds
like you want to get into, and | think it's worth you
guys talking it over for a few mnutes and then letting
me know so that what | wite serves the needs that are
before the Conm ssion right now. W are going to go
off the record, and we will be back at five m nutes
after 10.

(Recess.)

JUDCGE SCHAER: Let's be back on the record
after a brief recess. During the recess, the parties
were asked to discuss the detail of how we go forward
fromhere, including whether there are any factua
matters that need to be put into this record in order
to make rulings that we would |i ke to have made or
whet her they would |ike to waive an initial order

whet her they would like to prepare a draft final order
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and a stipulation to go with it so that once they've

| ooked at the order, they realize what facts m ght be
in the record to support it, and | am going to ask each
of you again to listen to the other's comments and nake
any additional comrents you think would be appropriate,
and |'mgoing to start with you, M. Palmer. | will
note that M. Ditlevson has had to |l eave us and is no

| onger in the hearing room Go ahead.

MR. PALMER: Thank you, Your Honor. |
bel i eve that what we have di scussed is an order which
woul d approve the security interest and the permits in
favor of the Zepps. That would be Point 1. Point 2
woul d be to default the remainder of the application
and Point 3 would be to approve the first amendnent to
t he managenent agreenent.

The only docunents, | believe, that would be
needed to support the order would be the promni ssory
note that guarantees and security agreement which were
filed earlier, which will show that there is indeed a
security interest, and | believe that with that type of
order, we could waive the initial

JUDGE SCHAER: Tell ne again the verb that
you used? Was it "dism ssed"? Was it "defaulted"?

MR, PALMER: Defaulted, and if you would

like, I would be willing to draft a proposed order
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JUDGE SCHAER: M. Fricke?

MR, FRICKE: | would concur. | think nmaybe
you might want to include the anendnent to the
managenent agreenent too.

JUDGE SCHAER: | did nmake a note that that
woul d be one of the three things included, but thank
you for making sure that was covered. Anything else?

MR. FRICKE: | would concur to waive the
initial order so that the process to the new
application can be expedited.

JUDGE SCHAER: M. Trautnmn?

MR, TRAUTMAN:. Staff is agreeable to those
three itens, and Staff would also waive the initia
order.

JUDGE SCHAER: | amgoing to ask you then,
M. Palner, to draft a proposed final order. | am not
as fanmiliar as | believe you are with Uniform
Conmercial Code. | have bad menories of it from 23
years ago but haven't used it since, and | do want to
have things appropriately addressed.

I would ask you when you get that order
drafted to look at it carefully to see what kind of
factual information the Comm ssion would want to have
in the record in order to nake the statenents in the

order, and then if its sonmething |like the managenent
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agreenent, the anendnent to the managenent agreenent,
the note and ot her things you had nentioned, nmake sure
that those are attached and incorporated into the
order, and I'mgoing to use this draft to go over and
put it in Commi ssion format, and so | could include the
references to those, but | do want to have some kind of
factual basis in the record for anything that we are
doi ng beyond the default. How long do you think it

will take you to cone up with that realistically?

MR, PALMER: Wthin two weeks. | would hope
to have it sooner.

JUDGE SCHAER: So | ooking at the cal endar
today is June 21st, and two weeks fromtoday is July
5th. 1"mgoing to ask you if you want to have
sonet hing due on July 5th. Many of us will not be
wor ki ng that day.

MR, PALMER: | will have it to you by July
2nd.

JUDGE SCHAER: | want to ask the other two
parties, do you want this to be sonething that's
circulated to you before it's filed with ne, or sent to
you at the sanme time?

MR, TRAUTMAN: | was thinking that | woul d
see it ahead of the tine that it would be circul ated.

I'"ll be out of the office until June 27th of next week
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1 but that should give me sufficient tinme if it's just

2 circul ated past ne.

3 JUDGE SCHAER: Do you want to circul ate

4 before this and file by July 2nd, or do you want to

5 circulate by July 2nd and then file it the foll ow ng

6 week?

7 MR, PALMER: Wiy don't | have the draft to

8 the other parties by next Friday, June 28th, and then |
9 can file July 2

10 JUDGE SCHAER: That sounds very workable to
11 me. |s that going to conflict with your schedul e,

12 M. Fricke?

13 MR. FRICKE: That would be fine.

14 JUDGE SCHAER: | believe that would go wel
15 wi th what you've indicated, M. Trautnman.

16 MR. TRAUTMAN:  Yes.

17 JUDGE SCHAER: |If going through this you see
18 facts that we've tal ked about that are not in the

19 record, if not a docunent you could attach, you may

20 want to put together a stipulation of facts and talk to
21 ot her counsel to see if they are able to go along with
22 t hat .

23 MR, PALMER: Your Honor, it's probably going
24 to be ny intention to attach the rel evant docunents

25 t hat have been signed.
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JUDGE SCHAER: Certainly. [I'mjust saying if
there is sonmething beyond that that you would like to
have refl ected, then go ahead and check with the other
counsel and make sure, or circulate that with what you
circulate as a stipulation and see if we can get
everything put in there.

MR. PALMER: Ckay.

JUDGE SCHAER: |s there anything further that
needs to come before the Conmm ssion this norning?
Hearing nothing, | want to thank all of you for your
participation in this matter. |It's been an interesting
process, but | think we've cone to a good resol ution
that will protect the rights of people who have
invested in this conpany, and I will |ook then to
receive the proposed order fromthe parties by July
2nd. G ven that, we are off the record.

(Hearing concluded at 10:18 a.m)



