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MONDAY, JANUARY 12, 1998
TACOVA, WASHI NGTON
9:10 A M

<LKILLK>>>>

JUDGE BROM: Good norning. This is a
public fact-finding hearing of the Washington State
Conmi ssion on Judicial Conduct in the natter of the
Honor abl e Grant Anderson, judge of the Superior Court
of Washington for Pierce County. This is the
conmi ssion's case No. 96-2179- F-64.

M/ nanme is Stephen E. Brown, and by designation
of the conmm ssion chair, Margo Keller, | will be the
presiding officer in this proceeding.

W Il counsel please introduce yourselves, and,
M. Bulmer, if you would introduce your client,
pl ease.

MR TAYLOR  Your Honor, Paul Tayl or on
behal f of the conm ssion.

MR BULMER  Your Honor, |'m Kurt Bul ner.
I have the pleasure of representing the Honorable
G ant Anderson. This is ny client, M. Anderson.
And if | nmay take the liberty also to introduce
M. Anderson's wife, Patty, who is sitting behind
hi m
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JUDGE BROMN:  Thank you.

The nmenbers of the WAshington State Conmi ssion
on Judicial Conduct sitting on this panel today wl |
i ntroduce thensel ves.

Dal e?

M5. BRIGHTON |'mDale Brighton. |I'ma
lay alternate from \Wenat chee.

M5. CAVER |'mVivian Caver, |ay menber
from Seattle.

JUDGE DONCHUE: |'m M ke Donahue. |'ma
Superior Court judge from Spokane.

MR CLARKE: M/ nane is Harold O arke.

I"'man attorney. | practice in Spokane.

JUDGE SCHULTHEI'S: M/ nane is John
Schultheis. |I'ma judge with the Court of Appeals in
Division Ill in Spokane.

JUDGE BROMN: Al right. And | am
Stephen E. Brown. |'ma District Court judge for

G ays Harbor County.

In this proceedi ng the burden of proof rests
upon the conm ssion, and the comm ssion's case will
be presented by the comm ssion counsel previously
identified. The rules of evidence applicable in
civil proceedings before the Superior Courts of
Washi ngton shall govern, and all facts nust be proved
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by cl ear, cogent and convinci ng evi dence.

The commission will present its case first,
foll owed by the respondent's case. Conmi ssion
counsel will be offered an opportunity to present any
rebuttal evidence, and both parties will be permtted
and are encouraged to provide the conmm ssion with



7
8
9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

cl osing argunent and recomrend a disposition of the
case.

As part of the duties of presiding officer, it's
ny duty to rule on the evidentiary and ot her
procedural questions, and I'I|l nake ny rulings based
upon the legal principles applicable in civil trials
according to the rules of the commssion. | may
under the commission's rules refer any of these
matters to the entire hearing panel. These
proceedings are not crimnal in nature

The witnesses in the case shall first be
subject to direct exanination, then cross exam nation
and reasonabl e redirect and recross examnations. In
addition, the nenbers of the commi ssion are permtted
to exam ne any and all witnesses concerning their
testinmony, in which case counsel will be permtted an
opportunity to object and al so have an opportunity
for further inquiry respecting any such witness.

These proceedings are al so being recorded by a
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court reporter and are open to the public.

At the present tine the conmm ssion has the
following matters on record:

The statement of charges filed on August 4th
1997; the answer to the statenent of charges filed
August 25th, 1997; the notice of fact-finding hearing
dated Cctober 31st, 1997; the first anended notice of
fact-finding hearing dated Novenber 4th, 1997,
bel i eve nenbers al so have the brief of commi ssion
counsel

And al so prior to this hearing, the counsel to
this matter have stipulated and the presiding officer
has signed a prehearing order, and that order
provi des as foll ows:

The hearing will start on January 12th at
9:00 a.m, the norning session running til
12: 00 p.m The afternoon sessions will start at
1:30 p.m and run until 4:30 ppm W'Il try to keep
the sane schedul e each day.

There's been some agreed exhibits prepared by
the parties, and the comm ssion thanks counsel for
that, which will save quite a bit of tine. The
agreed exhibits are stipulated as being admtted,
rel evant and aut henti cat ed.

Let's see. And also by the prehearing order,
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the parties have stipulated that any witnesses in the
case are excluded fromthe hearing except for the
respondent' s spouse and any desi gnated experts

Also at this tine | would like to introduce the
clerk for the hearing, Judy Curler. She's seated
down here

I'd like to ask the clerk at this time to file
the finding of probable cause

THE CLERK: The finding of probable cause
is filed.

JUDGE BROAWN: So at this time, if there
are any wtnesses that are under subpoena here today
in the courtroom 1'd ask that you please step out of
the courtroomand wait until you're called as
Wi t nesses.

Do counsel recognize any witnesses in the
courtroon®

MR TAYLOR No

MR BULMER  No.

JUDGE BROAN: Ckay. Thank you
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Are there any objections by counsel to any part
of the record identified to this point?
MR TAYLOR  No, Your Honor.
MR BULMER  No, sir.
JUDGE BROM: Regarding the stipul ated
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exhibits, would it be appropriate to enter those at
this tine?

MR TAYLOR | believe so, Your Honor.
MR BULMER  Certainly.
JUDGE BROMN: | believe we have a binder,

and there's one avail able for each nenber of the
conmi ssion. Maybe, Judge Schul theis, you could
assist with that.

(PAUSE | N PROCEEDI NGS. )

MR BULMER | would note for the record,
Your Honor, we've just handed out the exhibit books,
but this is organized in a way that there are sonme --
don't be distressed if you turn and find some tabs
that are blank. W left intentionally some chunks of
bl ank reserved.

JUDGE BROMN:  Thank you.

So the exhibits stipulated to and presented to
the commission in the formof the binder are adnmtted
at this tinme.

Are there any other prelimnary notions or
procedural matters?

MR BULMER  Your Honor, it just occurs
to me sitting here, on alittle tiny matter, we are
going to put in some other exhibits in the course of
this proceeding, and they're probably going to have
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exhi bit nunbers that are on here. So perhaps what we
should do is take the index that's at the front and
attach that as the record now as to the ones that
were agreed to and stipulated to at this point.

Wul d that be a nmechani cal way of sort of
keeping track in the future in case there's any
di sput e?

MR TAYLOR  Sounds |ike a good i dea.

MR BULMER | think we've got two of
them We'Il just use one of nine.

JUDGE BROMN: The stipul ated exhibits
will be adnitted as exhibit nunbers according to the
index filed in the front of the binder.

MR BULMER  Thank you.

JUDGE BROM:  Any further prelimnary
matters?

MR TAYLOR No, Your Honor.

MR BULMER  No, Your Honor.

JUDGE BROMN: Are we ready for opening
statenents, counsel ?

MR TAYLOR  Yes.

Ladi es and gentl enen of the commission, this is
a case about three things: trust, betrayal and
accountability.

Trust. Judge Anderson held a position of trust
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in adnmnistering the estate of a deceased client.
Trust. The public trusted Judge Anderson to conply
with the law at all times and to act in a manner that
pronmotes public confidence in the integrity of the
judiciary.

Betrayal . Shortly before he went on the bench,
Judge Anderson sold an asset of the estate to a
friend of his for $300,000. After he went on the
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bench, and in exchange for paynments to him personally
that ultimately total ed over $30,000, Judge Anderson
reduced the price that the estate was to receive by
approxi matel y $100, 000

Stated bluntly, the Honorable Grant Anderson
while sitting as a Pierce County Superior Court
judge, took a payoff. Judge Anderson betrayed his
client for his own gain, and he betrayed the public's
trust in him

Betrayal . Judge Anderson al so betrayed the
public's trust by lying repeatedly during the course
of the conmmi ssion's investigation of this matter.

Accountability. Under the Code of Judicia
Conduct, Judge Anderson nust be held accountable for
hi s actions.

Let me tell you what this case is about in nore
detail. Charles Hoffman was a long-tinme client of
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Judge Anderson while Judge Anderson was in private
practice. Before M. Hoffman di ed, Anderson prepared
awll for him That will naned Judge Anderson as
the personal representative of the estate.

Wien M. Hoffman died in 1989, his estate
i ncluded various assets, and you'll see themup there
on the chart. First, there was a corporation
Hof f man- St evenson, I nc. Hoffman-Stevenson, |Inc.,
owned real estate and a building in Tacoma t hat
housed a bow ing alley.

The other corporation that the state owned that
is germane to this case is Pacific Lanes, Inc
Paci fic Lanes owned the bow ing alley business that
was housed and the realty and buil di ngs owned by
Hof f man- St evenson. Paci fic Lanes owned the bow ing
all ey equipnent, the pins, the balls, the shoes; it
ran the restaurant; it ran the bar. Pacific Lanes
ran and owned the bowing alley operation

Shortly after M. Hoffman's death back in 1989
and as personal representative of the estate, Judge
Anderson, you will see, nanmed hinself president of
Hof f man- St evenson and president of Pacific Lanes. So
by that point, as personal representative of the
estate, Judge Anderson owed it a fiduciary duty, the
hi ghest duty of loyalty, honesty, integrity and good
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faith. As president of Hoffnan-Stevenson and Pacific
Lanes, he had that sanme high fiduciary duty to those
two corporations.

By 1992, three years after M. Hoffnan's death,

the estate had still not closed. Judge Anderson was
still the president of Hoffman-Stevenson and he was
still the president of Pacific Lanes

| should tell you, though, with regard to the
bow ing alley operation run by Pacific Lanes, Judge
Anderson was not there on a day-to-day basis. There
was full-tine staff and nanagenent that ran the
bowing alley as it had been run during the tine that
M. Hoffnman was alive.

Al so by 1992, Judge Anderson decided to run for
the Superior Court bench in Pierce County in the
state of Washington. He won the seat in the
primaries, and just three days later, on
Sept enber 19th, 1992, Judge Anderson finalized an
agreenent to sell the bowing alley operation owned
by Pacific Lanes, to sell that operation to his
I ong-tine business associate and friend, WIIiam
Ham | t on.
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The agreenment provided that Hamilton woul d pay
at cl osing $300, 000; that he would pay $50, 000 in
cash, with a note for another $250,000. The deal
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t hough, was expressly made contingent on M. Hanilton
obtaining liquor and ganbling |icenses, because

wi t hout those licenses, he couldn't effectively run
the bowing alley operation. So the agreenent signed
on Septenber 19th provided that closing would take
place on the first day of the first nonth after the
i censes had been approved.

Two weeks |ater, at the end of Septenber 1992
Ham I ton applied for |iquor and ganbling |icenses.
Now, to no one's surprise, those licenses didn't
issue imedi ately. The state does background checks
financial background, crimnal background, various
checks, and it takes sone time for the agencies to do
the work to make sure that the licensees are fit for
liquor and ganbling licenses. Utimately, it wasn't
until |ate Novenber 1992 that the |icenses were
appr oved.

At that point, on Decenber 4th, the sale closed
C osing papers were signed. As required by the
agreenent they had signed on Septenber 19th and as
docurented in the closing papers, M. Hamlton paid
$50, 000 in cash to Pacific Lanes; he executed a note
for $250, 000

Now, a few days |later, a few days after the
cl ose, Judge Anderson took that note, that prom ssory
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note for $250,000, he took it to a bank, a bank which
had previously | oaned noney to Pacific Lanes, Judge
Anderson took that note and pledged it as collatera
to the bank for a |loan the bank had made to Pacific
Lanes previously. Judge Anderson went and said,
"Here's a note for $250,000, and if we, Pacific
Lanes, default on our loan with the bank, you, Bank
are entitled to the paynments of $250, 000 under that
note."

That's where matters stood until |ate Decenber
1992 and early January 1993. During that period
several things happened

Fi rst, Judge Anderson bought a new Cadill ac
autonobil e for approximately $36,000. He financed
the purchase with a car loan, a |oan from Sound Bank
where his friend Bill Ham|lton had been the president
and the founder.

Second, January 8th, 1993, Judge Anderson was
sworn in as a Superior Court judge in Pierce County.

Third, Bill Ham Iton, on or about that sane day,
on or about that same day, Bill Hamlton, whose
conpany had just purchased Pacific Lanes, or the
bow ing alley operation fromPacific Lanes, for
$300, 000, Bill Ham Iton went to Judge Anderson and
said, "I'll nake those Cadillac |oan paynents for
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you. | will pay the $800 a nonth that you're
obligated to pay." Judge Anderson accepted that
offer on the spot, and ultimately M. Hamlton's
conpany nade over $30,000 in | oan paynents on Judge
Ander son's behal f.

Judge Anderson and M. Hamlton now insist these
| oan paynents were a gift, an unsolicited gift. But
al ong about the sanme tine that gift was nade
sonet hi ng el se happened, somrething very inportant.
The two struck a deal to reduce the price paid to
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Paci fic Lanes by approxinmately $100,000. They sinply
agreed after the fact, long after the fact, to treat
the sale as not having closed in Decenber, when all
the papers were signed and had cl osed, but instead
they decided to treat it as having closed in

Sept enber of 1992.

Once they agreed to this rewite of history, it
was easy for themto | ook at each other and say,
"Well, gee, Bill Hanilton is entitled to the profits
that were earned by the bowing alley business from
Septenber 1 forward." Those profits were
approxi mately $100,000. In exchange for the |oan
paynents, Judge Anderson gave away $100, 000 of his
client's noney.

Regrettably, the evidence will showin this
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proceeding that the timng of the supposed gift, the
arrangenent for the Cadillac | oan paynents, was not a
coi nci dence. The evidence will show that the offer
to make the | oan paynents was a quid pro quo for the
after-the-fact agreenent to reduce the price of the
bow i ng all ey by $100, 000.

Judge Anderson gave away $100, 000 of the
estate's noney in exchange for payments on his
Cadillac that total ed $30,000. Judge Anderson not
only violated his fiduciary duty, the evidence wll
show that he took a payoff while he was on the
Superior Court bench.

For their part, Judge Anderson and M. Hanmilton
now say there was no connection between the | oan
payrments and the reduction in the price. They say
they had always intended to treat the sale as having
closed in Septenber and they' d al ways intended that
M. Hamilton would get the profits fromthat date
f orwar d.

The evidence will showthat this is not true.
Wiy do | say that? For at |east seven reasons:

First, in connection with the sale, there were a
nunber of docunents witten, reviewed, approved and
si gned by Judge Anderson, a |awyer with substanti al
busi ness | aw experience, and by M. Hanilton, a very
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experienced businessman. None of those docunents
make any reference anywhere, directly or indirectly,
to this agreenment to give M. Ham lton the profits
from Septenber 1 forward and to reduce the price
accordingly.

Wiy don't those docunents contain such an
agreement? Because that agreenent did not exist
until later, when the offer for the Cadillac |oan
payrments was made and accept ed.

Second, the second reason the evidence will show
that these payments were not a gift: Judge Anderson,
when he took the note for $250, 000 on Decenber 9th,
1992, and he pledged it to the bank, he gave it to
the bank as collateral, Judge Anderson never said
anything to the bank about any supposed agreenment to
reduce the anmount of the note by $100,000. Just the
contrary. He represented to the bank in witing:
This note is free and clear of any encunbrances.

Wiy didn't he tell the bank about the agreenent
to reduce the price of the note, the value of the
note? Because it didn't exist until later, when the
car paynents entered the equation.

The third reason, the third reason the evidence
wi Il show that these paynments were not a gift: Judge
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Ander son back in 1993, before these proceedi ngs cane
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al ong and before any of these events cane to |ight,
Judge Anderson acknow edged the |ink between the
bowing alley sale and the car paynents; he

acknow edged the link that he now steadfastly denies.

Shortly after the New Year, he brought the
Cadillac hone and his wife said to him "Were did we
get that? How are we paying for it?" He said,
"Don't worry. It's a conmission fromBill Hamlton.
As the attorney who sold the bowing alley to him
I"'mentitled to a conm ssion."

Judge Anderson, in a deposition during the
course of this investigation, adamantly and
steadfastly denies that he nade that statenent to his
wife. As aresult, the statenent of charges all eges
that he testified falsely. Judge Anderson wll
testify in these proceedings, as will his ex-wfe,
and the commi ssion, you | adies and gentl enen, can
decide who's telling the truth and who is not.

Fourth, the fourth reason the evidence will show
that these paynents were no gift, that they were quid
pro quo: It wasn't until this investigation and
these events began to conme to light that the gift
story emerged.

Let me explain. Bill Hamilton didn't make the
| oan paynents personally, didn't make themout of his
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personal funds. Instead, the |oan paynments cane from
Paci fic Recreation. That was the conpany that was
buying the bowing alley operation fromPacific

Lanes. So the paynents were bei ng made each nonth by
Pacific Recreation. But at the tinme the paynments
were being made, M. Hanilton, he knew they were no
gift. That's why he was treating them as an expense
on his books and he was deducting them as an expense
for federal income tax purposes.

Now, gifts, of course, are not expensible for
tax purposes, and it wasn't until after M. Hamlton
was deposed the first tine in this investigation that
he went to his accountant and, in his words, he
recast the tax returns to treat the paynents | ong
after the fact as a gift as opposed to the expense
they had al ways been until this investigation
start ed.

Fifth, the fifth reason the evidence will not
support the defense that these paynents were a gift:
You wi Il hear Judge Anderson and M. Hamlton say
that Hamlton was entitled to the profits from
Septenber 1 forward because he had been nanagi ng the
bow ing alley in Septenber, Cctober, Novenber and
Decenber of 1992. That's what they now say.

But back then, Judge Anderson's |aw firm was
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charging Pacific Lanes a nonthly fee to manage the
bow ing alley during the period when Ham |ton and
Anderson now say, "Ch, no, Bill Ham|lton was nmanagi ng
that bow ing alley back then."

You're al so going to hear evidence about what
Judge Anderson told the state of Washi ngton back in
1992 about who was running the bowing alley from
Sept enber through Decenber of 1992, and he didn't
tell the state of Washington it was Bill Hamlton.

More fundanmental ly, you will not hear any
credi bl e evidence during this proceeding that Bill
Hanmi | ton was nanagi ng the bowing alley from
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Septenber 4th. In fact, it was being run by the sane
person who had run it when M. Hoffnman was ali ve,
during Judge Anderson's tenure as personal
representative, and thereafter, even under

M. Hamlton's ownership.

Si xth, the sixth reason that the evidence will
show that these paynments were not a gift: Judge
Anderson told other fal sehoods in his deposition in
the investigation of this proceeding. He told
f al sehoods desi gned to downpl ay, m nimze and
elimnate the link between the price reduction and
the Cadillac paynents.

Let me explain. Once the after-the-fact
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agreenent was reached to give Hamilton the profits
from Septenber forward, once that agreement was
reached, they had to determ ne how nuch profit was
actually earned by the bowing alley. So Judge
Anderson in md-January 1993 call ed the bow ing
alley's accountant and said, "Figure it out."

And that's what he did. And thereafter the
accountant worked w th Judge Anderson and
M. Hamilton to figure out what the profit had been,
the profit that would go to M. Hamlton in the form
of a reduction in the amount of the note.

The accountant began his work in 1993,

m d- January 1993, when he got a call from Judge
Anderson. But Judge Anderson in his deposition told
a different story. He says that his involvenent in
the price-reduction process, the agreenent to reduce
the price, the nmachinations to effectuate that, he
testified repeatedly that his invol vemrent ended by no
| ater than Decenmber 31, 1992.

Wiy did he do that? He did it in order to
create a gap, to create a gap in tinme, between the
price-reducti on agreenent and Hamlton's offer to
make the Cadillac paynments. He wanted to try to
establish that the agreenent to reduce the anmount of
the note had existed long before the Cadillac | oan
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of fer was made.

But the evidence will show, as the statement of
charge alleges, that this too was fal se testinony.
The evidence will show that Judge Anderson was
actively and personally involved in the process as
late as March 9th, 1993. He didn't end his
i nvol venent, as he testified, by no later than
Decenber 31, 1992.

The seventh reason, the seventh reason the
evidence will show that these paynments were no gift:
Qher than telling his wife that the paynments were a
conm ssion, the Cadillac was a commi ssion fromBill
Ham | t on, Judge Anderson never told anyone about the
payrments, much |less that they were sonehow a gift,
until this matter cane to light. This is
particularly significant as the events relating to
the bow ing alley unfol ded.

Let ne explain. There's one other person who
was nomnal ly involved in the price-adjustment
process, a |lawer nanmed Steve Fisher. He practices
here in Tacoma. He's Judge Anderson's forner |aw
partner. By the time Judge Anderson went on the
bench in January of 1993, the assets of the estate
had gone into a trust, and Judge Anderson naned his
friend and former |aw partner, Steve Fisher, to be

FOOT OF PAGE 24



O~NO O WN P

15
16
17
18
19
20
21
22
23
24
25

trustee of the trust.

So whil e Judge Anderson remai ned president of
Paci fi c Lanes and president of Hoffman-Stevenson,
those two conpani es were now owned and within a
trust. M. Fisher was the trustee of that trust. He
was effectively the owner of the assets.

Lawyer and Trustee Fisher will cone in here and
testify, "Yeah, | signed off and approved this
after-the-fact adjustnent. | signed off and approved
the price reduction.”

But he's also going to testify that he didn't
know anyt hi ng about this estate prior to the tinme he
assuned the trusteeship. He's going to testify he
sinply accepted what he was told by Judge Anderson.
He's going to testify that he was relying on Judge
Ander son.

He will testify that while he was told about the
adj ust ment agreement, he was not told about its
long-after-the-fact nature and he was not told that
Judge Anderson, who was giving himthis advice, was
recei ving paynents on the car loan fromM. Hamlton,
who was on the other side of the transaction.

So despite his fiduciary obligations as
president of Pacific Lanes, full disclosure, no
sel f-dealing, full disclosure, Judge Anderson did not
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tell Trustee Fisher when he was giving himadvice,
"By the way, |I'mbeing paid by Bill Hamlton."

Wiy? Judge Anderson now says, "Wll, it was
nobody's business.” Not surprisingly, Trustee
Fi sher, Judge Anderson's friend, is going to cone in
here and testify, "Well, | would have wanted to know

about those paynments and | shoul d have known about
those payments so that | coul d make ny own unbi ased
deci sion about what | was being told by Judge

Ander son. "

Those are sone of the many reasons why
regrettably the evidence does not support the notion
that these paynents were a gift.

Let me talk a little bit now about what happened
after these events. No. 1, each and every nonth
M. Hamilton's conpany, Pacific Recreation, nade the
paynents on Judge Anderson's Cadillac |oan, $800 a
mont h each and every nonth.

Next, by the fall of 1993, M. Hamilton realized
he liked the bowing alley business, so he decided he
wanted to buy the ground and the buildings in which
the business sat. He wanted to buy the ground and
the buil di ngs from Hof f man- St evenson, |nc.

Grant Anderson in the fall of 1993 was still
presi dent of Hof f man-Stevenson, Inc. The assets,
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i ncl udi ng Hof f man- St evenson, were still in a trust
run by Trustee Fisher. Again, Trustee Fisher had to
turn to Gant Anderson for input on this transaction,
and again Grant Anderson decided it was nobody's
busi ness that he was getting paynments fromthe buyer,
Bill Hamilton, so again Gant Anderson didn't tell
Trustee Fisher, his friend, Steve Fisher, he didn't
tell himabout Cadillac paynents.

After this sale, the | oan paynents conti nued.
By May of 1995, approxi mately two-and-a-half years
later, Pacific Recreation had nade paynents totaling
over $30,000 on Judge Anderson's car loan. Pacific
Recreation had bought and paid for Judge Anderson's
Cadi |l | ac.
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There's going to be additional evidence, but
that's the core of the case. M. Hoffnan trusted
Judge Anderson. He trusted himto manage his assets
and his estate with undivided loyalty and in the best
interests of the beneficiaries.

Judge Anderson betrayed that trust for persona
gain. Wile sitting as a Superior Court judge in
Pi erce County, he gave away $100,000 that didn't
belong to him and in exchange he got $30, 000 that
shoul dn't have been given to him

The evidence will show al so that Judge Anderson
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betrayed the conmi ssion, this body, by repeatedly
testifying falsely while the conm ssion was
investigating and trying to unravel and figure out
what had occurred.

| said the case is about trust, betrayal and
accountability. That brings us to accountability.
First, hold me accountable for everything |'ve said
this morning. | subnit to you, though, that the
evidence will prove everything I've said and nuch
nor e

And when it does, you face the difficult task of
hol di ng Judge Anderson accountable. But at the close
of the case, I'Il come before you in closing
argunents and urge this body to hand out the
strongest puni shment perm ssi bl e under the
conmi ssion's rul es.

Thank you
MR BULMER  CGood norning, |adies and
gentlemen. |I'mnot going to take very long in ny
openi ng.

This story is not that conplicated. This is a
story which, in order for the comm ssioners, the
conmi ssion, to proves its case -- it's always
difficult to characterize this case since you' re al so
the commission, so | don't want to rmake you the
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accusers, since you're ultimately going to have to
make a decision based on the |law here, but I'll use
the term "conm ssion" because it's easy.

So the commission's case is a circunstantia
case. This case is a case of circunstantial evidence
in which you are being asked to adopt the nost
cyni cal of approaches. You will be asked ultimately
to determ ne that because M. Hamlton and
M. Anderson had a handshake deal, that you should
di sregard that handshake deal and apply the nost
cynical of screens to the facts that will cone in.

There's not going to be a significant difference
in the major fact pieces you hear today, which is why
you have an exhibit book with 70 or 80 exhibits
al ready agreed upon. The basic pieces are in place.

There's going to be no question the evidence
you're going to hear is that M. Hoffnan died
M. Anderson was the attorney and persona
representative for the estate, M. Anderson becane
president of these corporations. There's not going
to be a significant anount of dispute about the fact
that at sone point the bowing alley was sold

There's not going to be a significant amount of
di spute about the fact that at sone point Judge
Ander son bought a Cadillac and that paynents were
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made on the Cadillac through Pacific Rec by
M. Hamilton. And there's not a significant anmount
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of dispute that in March of 1993, the price was
reduced on the sale of the bowing alley.

The question that you're going to be asked to
draw, however, fromthe facts we'll put onis: |Is
the price reduction that was applied the result of a
bribe to Judge Anderson for this Cadillac?

M. Taylor is correct, this is a story about
trust. This is a story about people who can nmeke
handshake agreements and understand what an agreenent
is and are prepared to effectuate that agreenent
wi t hout having to have every single thing be an
800- page contract with 30 | awers.

This is about trust. This case is going to be
about trust, and it's trust with peopl e who have
dealt with each other for years, who arrive at a fair
price for the sale of an asset, and having arrived at
a fair price for the sale of that asset, when they
cannot close the price of that asset in atimely
fashion and therefore the value of that asset goes
down, how, when you are the buyer and the seller and
you know what the fair price was, do you account for
it going down?

It's not profit we're tal king about here. What
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the evidence will showis that the bowing alley
business is cyclical. |It's very inportant in the
bow i ng al |l ey business that you understand that you
have hi gh-cash nonths during what's called the fal
and winter bow ing season. In the spring and sunmer
you | ose noney and you have cash drain

One of the things you buy when you buy a bow ing
alley is that positive cash flow Qherwise it's
going to cost you nore noney | ater when you have to
put it in to make up for the negative cash fl ow
nmont hs.

Now, there's going to be a fair anmount of
accounting docunentation. |f you' ve |ooked at those
exhibits, you're going to find that quite a few of
them have a | ot of nunbers on them They add up
there's different variations, there's different ones
And there's a danger in these proceedings, as we al
know who have been here a tinme or two, of everyone
sort of glazing over when you start talking about
nunbers, and there's paragraphs, and some are
deductions and some are additions and that sort of
t hing

But ultinmately it's not going to be crucial
because ultimately the accountant is going to say,
the accountant who did these, "These were the ones
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that in ny professional opinion needed to be done to
take into account the fact that the bowing alley,
when it was ultimately closed, had spent the cash
flow, " because here's what happened:

They agreed to cl ose Septenber 1st, is what the
evidence is going to show, contingent upon the
ganbling licenses. Everybody knew that the reason
you want to have a Septenber 1st closing is because
you need that fall cash flow noney. Everybody knew
that the price of this thing was really a mllion
dol lars. There was underlying | and whi ch was bei ng
bought on an option, and what you're going to hear in
the testinony is that the million dollars is what
needed to cone out of the conbined sale of the asset
and the business. Standing al one, neither of them
were worth anywheres near as much. You need both
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prongs. You need the |land and the bow ing alley
asset, and you need the business.

Once it was determined that a mllion dollars
was the price, then it just became a question of
al | ocating as best they could to nake a reasonabl e
transacti on, reasonabl e amounts of noney out of the
transaction. It's really a nillion-dollar deal, and
inamnllion-dollar deal, 300 was al |l ocated for
purchase of the business itself.
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Now, purchase of the business, everyone knows
and they' re going to testify that when you buy a
bow ing alley, you buy the winter cash flow But you
know what ? They didn't close because they couldn't
get the ganbling and they couldn't get the |iquor
licenses. And what happened? The estate continued
to run the bowing alley in the sense of handling its
money. And during that tine period, the estate spent
up the noney.

So the evidence will show that when they did
close and M. Hamlton finally wal ked in the door
the fall cash flow, which was an integral part of the
deal, was gone. They had spent that asset of the
busi ness.  Now you had a bow ing alley which was
worth a million dollars in Septenber, because it was
assuned that you woul d take over in Septenber and you
woul d be entitled to have that cash flow  But
instead, you close later in Decenber, and now what
are you going to do about the deal ?

However, what the evidence will showis the
estate got exactly what it had bargained for. The
estate got exactly what it had bargained for. It had
bargained for a mllion-dollar deal. If they'd
cl osed Septenber 1st, there would have been a $50, 000
down paynent and a $250,000 note and M. Hamlton
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woul d have put his noney down every nonth until the
note was paid off, or sooner if he chose to do so.
They didn't close the 1st, but if they had, the
evidence will show, the estate would not have gotten
any of the fall cash flow, would not have gotten any
of that noney.

Instead, the estate got the fall cash flow, so
the estate put that approximately 100,000, it's
actually 92, but we'll, you know -- well, let's cal
it what it is. It's 92,000. It's not 100,000. The
estate got the 92,000, and if you add up the nunbers
which is one of the exercises we'll go through here,
the estate got the 92,000; the estate got $50,000 in
down paynent; the estate, because it didn't have nuch
money, M. Hanilton's conpany paid bills for the
estate, and so the estate got credit for that, and
then the estate ended up with a note

Wien they tal k about a price reduction, what
really happens is the note is reduced, and if you add
up those nunbers, you still end up with $300, 000.

So what you're going to have to look at is,
you're going to have to say, "No one in their right
m nds woul d have done this deal except that
M. Anderson was bribed." That's the concl usion
they' re going to ask you to reach when you get to the
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end of this matter, that no reasonabl e person woul d
have given the credits that were invol ved except if
someone was bribed to do it.

That | eaves the car. W're going to have a | ot
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of talk here today or in the next couple of days, as
we all sit here, about Cadillac, and it's always
going to be a Cadillac, you know, a Cadillac, as
though it's not a car, it's not an autonobile, it's a
Cadi | | ac, because there's sonething inherently bad
about a Cadill ac.

Vell, you'll just see through that. You'll know
we're just tal king about a car.

What you're going to hear as we | earn about
these two nen, M. Hamilton and M. Anderson, you're
going to learn that both of themare people who
pul l ed thensel ves up by the bootstraps. They're both
peopl e who canme fromrel atively poor backgrounds and
made thensel ves into sel f-nade nmen by honest hard
wor K.

You're going to hear that Judge Anderson got
elected to the bench, and at that time Judge Anderson
was driving what anybody in this roomwould recall as
their college beater, a car that had a hundred- pl us
thousand mles on. He loved that car, but it was a
beat er .
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He was leaving a law firmthat he had built up
over sonme 25 to 30 years. He was getting a |large
armount of noney fromthe lawfirm He had a
settlement in an insurance case nmatter. He was goi ng
to the bench for the first tine with a regul ar incone
not dependent upon hourly billings |like those of us
soneti mes have

And he gave hinself a treat and he bought a car
You know what he did? He bought a car, and the first
thing he did was he put down $9, 000 out of his own
pocket to buy that car. They don't tal k about that
$9,000 that canme out. And he gave hinself a treat.

And what happened? He had a friend; he had a
friend, M. Hamlton. Now, they're not going to
seriously contest here that the price, the
mllion-dollar price, was not a fair price. You
have to renmenber that. There's a sort of vague
inplication, but there's nothing to show that the
mllion-dollar price is not a fair price

What's going to happen here is, M. Hamlton is
going to explain to you that he was in a situation
where for years he'd seen his friend, he'd worked
with his friend. W're going to talk to you quite
extensively about the devel opnent of this
rel ati onshi p and how they got to know each other and
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what their world was and what they did in their world
for each other

M. Hanmilton is going to tell you about how he
| ooked out there and saw his friend, M. Anderson
| ooking at his new car, and he wal ked out there, and
one of the very first things his friend said to him
was, "l hate making paynents. | don't like to nake
payrments. Boy, | don't like to make paynents."
M. Ham | ton heard hi mwhi ni ng about naki ng paynents

He's going to tal k about his history when he'd
had | oans at M. Hanmilton's bank, about how
M. Anderson woul dn't make payments. M. Anderson
woul d avoi d maki ng paynents and then would cone in
and put a |large amount down in |unp sumand then wait
and then put a |l arge anount |unp sum down.

M. Hamlton is going to tell you about how at
that point he'd been thinking about what could he do
for his friend, and these paynents seened to be a



19
20
21
22
23
24
25

natural thing for himto do.

And then we're going to run into a very
difficult social issue with these two nen. One was
making a gift and didn't know how to not |ook like a
pi ker by backing out. The other was getting a gift
and didn't know how to | ook |ike he was not insulting
his friend, who could well afford it -- M. Hanilton
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was worth over four nmillion bucks in this time
period, you need to understand -- without insulting
his friend who had insisted upon it.

And what the commission will ask you is to reach
a determnation that that gift would never have been
made except to bribe Judge Anderson to get a little
extra noney out of the bowing alley when, if they'd
cl osed Septenber 1st, M. Hamlton would have paid
the sanme anount he ended up paying; when, if they'd
cl osed Septenber 1st, the estate woul d have ended up
getting exactly the sane amount of money it ended up
getting in this matter

There's a lot of tal k about Judge Anderson
telling fal sehoods or lying. You have to renenber
what the evidence will showin this process how this
comes about. This is not a normal kind of a case.
This is not a normal situation where you have a case
and you have an opportunity to know what the issues
are and both sides are briefed and there's filings
and then you do depositions.

This deposition that they're tal king about, if
you can call it a deposition, is an interview under
oath. The party that's comng to be deposed does not
know what the issues are going to be; they haven't
been naned; they haven't been identified; they don't
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know what's going to be required; they don't know
what's going on ahead of time. You walk in the door
and they get to ask you anything they want to, and
you answer as best you can

You're going to find that the so-called lies and
fal sehoods in this deposition are those that fal
within the ordinary range of normal nmenory. W're
tal ki ng about hi mbeing deposed in 1996 about events
that happened in 1992, 1993. W're not tal ki ng about
the big issues. There's nothing changed in these
people's story in terns of the big issue at any tine
Was Judge Anderson bribed? No. Ws this a gift?
Yes.

You're going to be asked to | ook at
circumstantial evidence and apply it and then apply a
cynical screen to the circunstantial evidence and
say, "No reasonabl e person woul d have made the
adj ustments that were nade in this case but for those
car paynents."

And when we get to the end of this case, | will
argue to you about the law. We'll talk about the
law, we'll talk about burden of proof; we'll talk
about what perjury requires; we'll talk about what

PDC forms require.
But ultimately we're going to tal k about whether
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or not people can make a deal in which they
under st and what the fundanental prenise of the dea
is; when that prem se changes, is it crooked to make
sure that in fact the deal you nade is the deal which
is delivered

Thank you very nuch.
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JUDGE BROMN: | think at this point the
conmi ssion would like to take a short break of
approxi mately five mnutes and then we'll continue.

(RECESS TAKEN. )

JUDGE BROM: Thank you. Before we
begin, there is a matter that needs to be discl osed.
In late 1993 and early 1994, one of the menbers of
the conmi ssion, Judge Schul theis, had an
attorney/client relationship with M. Kurt Bul ner.
That matter was disclosed to both counsel

So is there any objection by either counsel to
Judge Schultheis sitting on the conm ssion?

MR TAYLOR  No objection what soever,
Your Honor.

MR BULMER  No objection, Your Honor.

JUDGE BROAN: Al right. You may
pr oceed.

MR TAYLOR  Counsel for the conm ssion
call s the Honorabl e Grant Anderson
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GRANT ANDERSON, being first duly sworn to

tell the truth, the whole
truth and nothing but the
truth, testified as follows:

DI RECT EXAM NATI ON

BY MR TAYLOR

Q

oO» O>0>»

Q

Good norni ng, Your Honor.
You testified in your deposition that you did
not tell your wife that the Cadillac was a conm ssion

fromBill Hamlton in exchange for the bowing alley
sale. Do you recall that?

I recall -- can you -- yes.

Ckay.

Whatever | said in the deposition is what | said.
Ckay. And you understand in the statement of charges
it alleges that that testinony was know ngly fal se?
I understand that too
Ckay. At the time that issue cane up in the
deposition, when we were discussing the Cadillac, the
gift issue, that wasn't the first time you had
t hought about that issue in four years, was it?

MR BULMER (nhjection to the formof the
questi on.
You had been thinking about the Cadillac many tines
prior to your questioning about that issue, had you
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not ?

I can't tell you that my mind was a total blank, no.
No. And, in fact, we had interviewed you prior to
your deposition; do you recall that?

Yes.

And in the course of that deposition, we asked you
about the Cadillac paynents, did we not; in the
course of that interview, we asked you about the
Cadi |l | ac payrments, did we not?

Yes.

And we asked your |awyer to furnish us docunents
relating to the Cadillac, did we not?

You'd have to ask ny | awyer, but I'mgoing to say
yes.

Wl |, do you recall being carbon-copied on a letter
fromM. Bulner to us transnmitting a nunber of
documents fromyou relating to the Cadillac?

I think so
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Wul d you like to | ook at the correspondence to
refresh your --

I"'msure there was.

Ckay. And he sent those docunents to us, and you
knew it, and so by the tine of the deposition in

whi ch you gave the testinony that's alleged to be

fal se, the fact that the conmi ssion was investigating
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the Cadillac was no surprise to you, was it?

No

And you anticipated you woul d be asked questi ons
about that, didn't you?

Yes.

And you nmet with your |awyer prior to the deposition
didn't you?

Yes.

And you tal ked about various issues that would relate
to your deposition?

MR BULMER (njection. Attorney/client
privil ege.

MR TAYLOR |'Ill rephrase that.

JUDGE BROM: Al right.
(Continuing by M. Taylor) You net with your |awer
and you prepared for your deposition?
Yes.
Ckay. Charles Hoffman was a client of yours?
Yes.
For how | ong?
A nunber of years. | can't give you a specific
period of tine.
What kind of work did you do for hin®
M. Hof fmman was introduced to ne when he retook over
the Surfside condom nium project. The project had
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been started, the project had been forecl osed upon
all before ny time, and ny understandi ng was the bank
had it for a period of tine, two or three years, and
they had nade arrangenents for himw th a nentor,
anot her person, to take the project back and try and
work it out for them and it was someplace in that
line that he cane to me to work prinmarily on the
Sur f si de project.

Thereafter did you provide himlegal advice on
various transactions?

Yes.

At sone point he asked you to prepare his will?

Yes.

You did so?

Yes.

You named yoursel f as personal representative with
hi s approval ?

He's the one that requested it.

Very well. You understood that in undertaking the
responsi bility of becom ng a personal representative
that you were undertaking a fiduciary duty?

Yes.

The will provided that once his estate closed, the
assets would flowinto a trust?

Yes.

A
FOOT COF PAGE 44

Hs ex-wife, MIlie Hoffrman, was the beneficiary of
the trust?

Yes.

And the co-beneficiary or the beneficiary at the
point where his ex-wife died was a hospital in

Il waco?
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I believe they got 90 percent, and his son, who |
have never seen, got 10 percent

That's his estranged son?

Yes.

At the tinme of his death, M. Hof fman was the owner
of Hof f man- St evenson, | ncor porat ed?

Yes.

Hof f man- St evenson owned a bowling alley in Tacona?
Yes.

A bow ing alley known as Pacific Lanes?

Yes.

And is the bowing alley operation itself run by
Pacific Lanes?

Yes.

Paci fic Lanes paid rent to Hof fman- Stevenson for use
of the ground and the buildings, didn't it?

Yes.

Can you tell us why the | ease provided that the rent
was 6,000 a nonth but it was booked at 12,000 a
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nont h?

Most -- well, now, you'd have to show ne the |ease.

I can indicate to you in a general sense, he had
three corporations. There was Surfside Inn. He
operated his business wholly within three
corporations alnost totally. The ocean and Surfside
was a | oser for tax purposes, and the rent was
sonetimes adjusted to take what m ght have been
profits fromthe bowing alley to offset |osses from
the other corporation

So notwithstanding that the |ease said "X' for tax
purposes, the books under your direction were being
mai ntained as "Y'; is that correct?

Wien you say under ny direction, these were under

M. Hoffman's direction. | do not recall under ny
direction.

And thereafter, after he died, was not the accounting
treatment the sane?

General ly yes

Very well. You nade yourself president of Pacific
Lanes when he di ed?
Yes.

Now, the bow ing alley, once you took over after he
died, you weren't there every day running the bow ing
al l ey?
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No.
Who was doing that?
Jacki e Loui se Pagni, who had been with himfor 25, 26
years, had been there ever since the bowing alley
was started, was the primary person. Her daughter
was hired as the manager because Jackie did not want
responsibility. She would open it, she would take
care of all the books, she was in charge of all the
ganbling, but she did not want to confront with
vendors and peopl e of that nature, so her daughter
was a nmanager who woul d be there on the day-to-day
basi s

She worked a shift, | think Jackie opened in the
morning, ran it till md-afternoon. Janet N mck
her daughter, would then come in the afternoon and
run into the evening and close at the end of the day
and be responsible for face-to-face contact with the
vendors, decisions that had to be made
foll owthrough on directions that | gave relative to
what was going to be done, repairs, otherwi se.
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So is it fair to say Jackie Pagni knew that bow ing
all ey inside and out?

That Jacki e Pagni did?

Yes.

I think probably as nuch as anybody.
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More so than you?

More so than ne.

Mre so than Bill Hamlton when he cane al ong?

Yes.

After you became personal representative, you weren't
running the bowing alley on a daily basis?

Wien you say that, and you' ve asked ne that once
before, no, | was not there on a daily basis, but I
was there on a regular basis

As the personal representative, you were entitled to
attorneys fees for your efforts?

Yes.

You couldn't be paid those fees until you had cl osed
the estate and subnitted a fee application to the
court?

| think generally that's true, yes.

Shortly after you were elected, in approxinately
Decenber of 1992, you subnmitted a fee application?
Yes.

And the court approved it?

Yes.

Approved about $112,000 in attorney's fees for your
firmfor work on the estate?

I think that's right, yes

On top of those attorney's fees, you had al so been
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receiving, billing and receiving on a nonthly basis,
a nanagenent fee, correct?

Yes.

And that nmanagenment fee was -- well, was it over

$100, 000, approxi mately 125, 000?

Over a four-year period, that would be about right.
Ckay. And you were getting fees fromPacific Lanes?
Yes.

And the Surfside?

Yes.

When you went in to the court for your petition to
get your attorney's fees of $112,000, did you

di sclose to the court that you had al ready been paid
on an ongoi ng basis $100, 000?

I don't believe | did

Now, the monthly managenent fee for Pacific Lanes, by
the fall of 1992, you were charging them $1800 a
nmont h?

I believe that's right

And you charged them and they paid $1800 a nonth in
Sept enber ?

Yes.

For a managenent fee?

The nanagenent fee that came from whether it was
Surfside or Hof fman- St evenson or Pacific Lanes, went
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into what I'mgoing to call a managenent pot. It was
the managenent of the assets of the estate, and those
assets of the estate included the three corporations.
They included probably nore work, in terms of
di stance of doing it, at Surfside and Pacific Lanes.
They were not allocated to this operation or that
operation.

Tinme records were kept. They were roughly



9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Q

equi val ent to what M. Hoffman had been taking out of
the corporation by way of salary for doing that job
when he was alive.

By the fall of 1992, your firmwas getting separate
managenent checks paid to you by Pacific Lanes and
the Surfside, correct?

They were getting checks, yes, but were they for --
I'msorry, maybe | mssed your question. |t was for
managenent of the assets of the estate. Wiether that
was Pacific Lanes or whether that was Surfside or
wherever it was, those were all accounted for on a
time-keeping basis and those were all taxable
deductions fromthe various corporations and their
tax returns.

Whose approval did you have in the fall of 1992 for
Paci fic Lanes to be paying your law firma nmanagenent
fee of $1800 a nonth?
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I think that had been an ongoi ng paynent for
three-and-a-half years, and it was |like on auto
pilot. | think it was just done
Was M. Hamilton managing the bowing alley as of
Sept enber 1, 19927
He took over nmnagenent to the extent that | had
managed it before that in ternms of the ongoing, if
you want to call them policy decisions of what went
oninthe bowing alley. | would come in for |unch
I would cone in after hours. | was not there on a
day-to-day basis, but | would confer with ny nmanager
whet her it was Jackie Pagni or whether it was Janet
N mck, as to different things that had to be done,
whet her things that had broken down had to be fixed,
as to itenms or anticipated renodeling, a nyriad of
deci sions, sonetines personnel decisions that they
were faced with that they handl ed but | nade

After Septenber 1st, | stepped out of that
capacity.
Now, in your deposition you told us that M. Hamlton
as of Septenber 1st had authority and responsibility
for the pull-tab business. That's your recollection
t oday?
In the general sense, yes, that is ny recollection
Jackie Pagni ran that. She's the one that put in the
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ganes, did the accounting, did the reports or put
together all the stuff.

He was al so responsi ble for the ganbling operations;
you told us that. Do you recall that?

Yeah, in the sane sense that | had been before

Wiy don't you take a look at Exhibit 1, please
(Wtness conplies.)

Exhibit 1 is an application you subnitted to re-up
Paci fic Lanes' ganbling license in | ate Septenber of
19927

Yes, that's what it appears to be.

Third page, you signed it?

Yes.

Decl ared under penalty of perjury that the
information subnitted is true, accurate and conpl ete
to the best of your know edge, that |ast box?

| guess that's what it says, yes.

Is there any doubt in your mind that's what it says?
Yes. No

Ckay. Now, turn to page 2

(Wtness conplies.)

See box 5?
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Yes.
This was subnitted in Septenmber. You signed this on
Sept enber 28th, 19927
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Uh- huh.

Several weeks after Septenber 1, 1992?

Yes.

And box 5 on page 2 says, "List all managers and
supervi sors involved in your ganbling activities."
Did you put Bill Ham Iton's name there?

No

Did you put his conpany's nane there, Pacific
Recreati on?

No. And | didn't put ny nane there either

Did you list anybody other than Loui se Pagni ?

No. She ran the operation. Wen you say a nmanager
| nean, there's an overall nanager. | suppose in al
respects | could have fired her and then she woul d
not be a manager. But did | at any tinme ever

directly manage, i.e., did | put any pull tabs in,
did | take any out, did | count any, did | weigh
then? | relied on Ms. Pagni and the accountants to
do the nonthly reports to the commssion. To that
extent, | managed.

It's how you use the words, M. Taylor
Ckay. So it's correct that even though, in your
words, M. Hamilton had authority and responsibility
for the operation of the pull-tab business as of
Sept enber 1, you consciously decided not to list him
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in the ganbling license?
MR BULMER  ojection. Mscharacterizes
hi s testinony.
I don't mean to mischaracterize your testinony. |
just want to understand it, sir.
JUDGE BROMN:  Overrul ed.
You nmay answer.

Did | consciously -- this was filled out by sonebody
else. It was not filled out by ne. And although I'm
sure | perused it when | signed it, because | knew
what it was, | did not make a consci ous deci si on not

to list himany nore than | nmade a conscious deci sion
not to list nyself.

As | went down here, the manager was Jackie
Pagni in terms of who runs that operation. That's
the person | listed.

Now, the application was prepared by Janet N mi ck?
You' d have to --

Down about - -

Ckay. That's what it says, yes.

And certainly she better than anybody woul d have
known who was nanagi ng the ganbling business at that
tinme, wouldn't she?

You' d have to ask her. She knew her nother was, who
was Louise Pagni, in terns of the operation
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She was there every day?

Who?

Janet N m ck?

For the nost part, yes

The fall of 1992 you were running for the Superior
Court bench?

Yes.

You were elected in the prinmaries to begin service in
January of '93?

Yes.
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In 1992 you began discussions with Bill Ham|lton
about selling the bowing alley business to

M. Hamilton; do you recall that?

I initially began discussions with M. Hamlton about
selling the bowing alley business initially, not
necessarily to him but about selling the bowing

al | ey business, yes.

By mid-1992 you were tal king about selling the

bow ing alley business to Bill Hanmilton?

Yes.

You had known M. Hanmilton for nany years?

Yes.

You were a sharehol der at the bank he owned?

Yes.

Were you a sharehol der at nore than one bank he owned
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or just one?

Two.

Ckay. Did --

When you say he owned --

He was the majority owner?

I'"'mnot even sure about that. He was --

Let nme rephrase

Ckay.

You and he were co-owners of the bank?

Inasmuch as | may be a co-owner of General Mdtors if
I have sone stock in General Mtors.

Weren't these closely held corporations, Your Honor?

Probably closer than General Mdtors. | had sone
stock, he had stock. How much he had, | don't know.
And he certainly had nore than | did, |I'msure of

t hat.

Weren't there a total of about ten sharehol ders of
Sound Bank?

| don't know. | think there are nore than that, but

I don't know.

Now, he had given you advi ce on busi ness transactions
over the years?

Yes.

And you had gi ven hi m advi ce?

Yes.
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And t hese were various commrercial deal s?

Yes.

Strip malls?

What ?

Strip malls, for exanple?

Yes.

Banks?

Not much in the bank. The banks were his business.
Maybe on an outside thing about should | |ocate here
or shouldn't | froma narket standpoint, but in terns
of the banks, | did not give himor talk to himnuch

about banks or bank operation. That was al nost
strictly his business.

Prior to Septenber 1, 1992 -- you had been giving him
advice for years prior to Septenber 1, 1992?

In an informal way, yes.

Ckay.
When you say "giving himadvice," the answer is yes,
but |1 did not bill himfor it. He was not a client

of mine, did not come to ny office.

Prior to Septenber 1992, had he ever, for exanple,
bought a car for you?

No.

Had he ever made car paynents for you?
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No
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Had he ever given your wife jewel ry?

No

Had he ever given you jewelry?

No.

Had he ever given your kids gift certificates at
Chri st mas?

No, not that |I'maware of, not that | renenber.
Prior to Septenber 1992, had he given you so nuch as
a jug of whiskey at Christmas?

Probably woul d have been wine, and |'m going to say
yes.

Anything nore than a bottle of wine at Christnas
exchanged between you and M. Hamilton prior to

Sept enber ' 927

Bet ween the two of us, probably something in that
range or those ranges.

Take a | ook at Exhibit 21, please.

(Wtness conplies.)

Your discussions with M. Hamlton about selling the
bow ing alley business to himculmnated in an
agreenent signed Septenber 19th, '92?

That was an agreenent. They really nore properly
culmnated in the agreenent that is Exhibit 20 signed
August 26t h, 1992

Ckay. Well, let's take a ook at that, then
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Exhibit 20. See in the upper left-hand corner where
it says "Draft"?

| see that.

Is that M. Hamlton's handwiting or yours?

It's not mne

Dat ed August 26t h?

Yes.

It says that Bill Hamlton is -- well, actually it
says "Corporation to be formed"?

Yes.

Paci fic Recreation hasn't even entered the scene yet?
That's true. It was in the formation or was being

f or med.

Ckay. And this agreenment provided that M. Hanmilton
woul d pay $50, 000 down?

Yes.

And $250, 000 over tine?

Yes.

The agreenment was contingent on sonething, wasn't it?
Yes.

The agreenent was contingent on transfer of all state
and | ocal permts, specifically including ganbling
licenses and liquor |icenses; do you see that?

Yes.

That's page 3, paragraph 13.
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Fol | owi ng the execution of this agreenent on
August 26th, did -- this was supposed to close on
Sept enber 17
Yes.

Bet ween August 26 and Septenber 1, 1992, you didn't
subnmit any papers to the ganbling conmm ssion or the
liquor commission to facility a transfer, did you?
No

Bill Hamlton didn't, did he?

I don't know.

This agreenent was never effectuated, was it?

This was the essence of the agreenent right here
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That was the essence of the agreenent?

Yes.
And if we look right at the very first page it
says -- your office or you wote this, by the way?

Yes, it was done in ny office

So sonebody decided to put in bold print, "This
contract controls the terms of sale of the property."
That was true, wasn't it?

That's what it says.

And you said this docunment was the essence of the
agreenent, so we know, if we turn to page 3,

par agraph 14, that when he says there are no verba

or other agreenents which nmodify or affect this
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agreenent, we know that's a true statenent, don't we?
That's what it says.

Can you show ne anywhere in Exhibit 20 where it says
that if the deal doesn't close on Septenber 1st,

M. Hamilton gets the profits of Pacific Lanes
nevert hel ess?

No, | can't.

Can you show nme anywhere in Exhibit 20 the essence of
your original understandi ng, can you show nme anywhere
where it says that even if the sale doesn't close,
according to this agreenent, the $250, 000 obligation
he woul d be assum ng woul d be reduced by the profits
of the bowing alley?

That was never the understandi ng.

So your answer is, then, that doesn't appear in this
agr eenent ?

That does not appear in the agreenent.

And this agreenent says nothing about M. Hamlton
the agreement which is the essence of your
under st andi ng with no verbal agreenents on the side,
this agreenent doesn't say anythi ng about

M. Hamilton getting the cash flow from Sept enber 1st
forward if the deal doesn't close in Septenber, does
it?

It does not say that.

FOOT OF PACE 61

O~NO O WNPRE

16
17
18
19
20
21
22
23
24
25

Q

>0 >

>O0>PO0>PO0>PO0>O0

And it doesn't say anything about Pacific Recreation
getting the cash flow from Septenber 1 forward if the
deal doesn't close, does it?
Paci fic Recreation, fromny recollection, was in the
formati on stages but had not been forned yet or had
not been fi ni shed.
Now, if we go back to page 3, paragraph 13,
section B, it says, "This matter shall be closed as
soon as reasonably possible but no later than
Sept enber 1, 1992."
Do you see that?
Yes.
Did the transaction cl ose on Septenber 1, 19927
No, not close in the formal sense of closing. Ws
there a closing statenent, no
Did he pay you any noney on Septenber 1, 19927
No.
Did Pacific Recreation pay Pacific Lanes --
No
-- any noney on Septenber 1, 1992?
No
Were any cl osi ng papers signed on Septenber 1, 1992?
No
Bill of sale?
No.
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1 Q So as of Septenber 1, 1992, no assets had changed

2 hands between Pacific Lanes and Pacific Recreation?
3 A That's right.

4 Q Ckay. Let's turn now to Exhibit 21.

5 A (Wtness conplies.)

6 Q This is a subsequent agreenent you entered into?

7 A Yes.

8 Q And that's because the first one marked "Draft" by
9 M. Hamilton had | apsed?

10 A I don't know about the marking of "Draft." That, to
11 my know edge, was not a draft. That was the

12 agreenent. This was a subsequent agreenent because
13 the regulators, and | can't tell you, and I'm

14 inforned of this, whether it was the ganbling

15 conmi ssion or the liquor conm ssion or both of them
16 indicated it could not be froma corporation to be
17 formed, it needed a nane, and by that tine Pacific
18 Recreation Enterprises had been conpleted as a

19 corporation, (1); and (2) because Septenber 1st had
20 passed, they would not recogni ze the prior August

21 26t h agreenent.

22 Q Wl l, no one contacted the |iquor or ganbling

23 conmi ssi on between August 26th and Septenber 1, did
24 they?

25 A I did not.
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1 Q Ckay.

2 A That's all | can tell you.

3 Q Looking at Exhibit 21, M. Ham lton was going to buy
4 the bowing alley operation fromPacific Lanes for

5 $300, 000?

6 A The operation portion of it was attributable -- was
7 $300, 000, yes.

8 Q He was going to pay $50,000 in cash?

9 A Yes.

10 Q Wth a bal ance of 250,000 to be paid in the note?
11 A Yes.

12 Q Now, it also talks about lease in here or a rent rate
13 for Pacific Recreation, M. Hamlton's conpany, to
14 rent the grounds and buildings from

15 Hof f man- St evenson?

16 A Yes.

17 Q That was 6, 000 a nont h?

18 A I believe so.

19 Q Wiy did you give M. Hamlton a | ease rate of 6,000 a
20 month if all along the paynent from Pacific

21 Recreation -- or, I'msorry, fromPacific Lanes --
22 to Hof f man- St evenson had been booked at 12,000 a

23 nmont h?

24 A As | indicated, the 12,000 rate was a rate, if that
25 was the rate, and | frankly don't at this juncture
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1 remenber, but it was driven by tax considerations

2 between the corporations as opposed to the true fair
3 market rental rate. And there's a big spectrum of
4 what is fair rent in a commercial facility, and that
5 was a fair rent at that tine for this deal.

6 Q Just so | understand, then, on the books you had two
7 sets of rents. You had the 12,000 rent, or whatever
8 it may have been, for tax purposes, and you had the
9 6,000 that was in the |lease; is that what you're

10 sayi ng?

11 A In which lease? | don't --

12 Q In the | ease between Hof f man- St evenson and Pacific
13 Lanes, Inc.?

14 A I do not recall what -- | don't have that lease in
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front of ne, and | don't recall it, very frankly.
Regar dl ess, you decided to give M. Hamlton the

| ease rental rate as opposed to the tax rental rate
you had been using?

It resulted in a total paynent, | believe, of six for
this and -- what was the paynent on the note? Ws it
three? Yes, 3,000. It resulted in a total paynent

of $9, 000 per nonth.

Now, did Exhibit 21, like Exhibit 20, reflect the
essence of your understanding with M. Hanilton?
Exhi bit 21 reflected the true essence of the
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understanding all the way through. Exhibit 21 was
frankly done to accommobdate the regulators. The
prices and terns are still the same. To get to
closing, it was acconplished to put in the nanme of
the corporation and to | eave the closing date open as
they required.

VWl |, had you been in touch with the ganbling

conmi ssion --

No, | had not.

Had you been in touch with the ganbling conmm ssion
bet ween August 26th of '92 and Septenber 19th of
1992?

I had not.

Had you been in touch with the Washington State

i quor commi ssion from August 26th, 1992, through
Sept enber 19th, 19927

Personally | had not.

Had you assi gned anyone that task?

Had | assigned? At this juncture | can't say
specifically. It would have been -- whether it was
M. Hamilton or Ms. Pagni, | did not personally do
it, but Ms. Pagni was the nanager and the person that
did and was responsible for at |east the ganbling.
And when | say ganbling, it's the pull-tab
operations.
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Exhi bit 20 --

MR BULMER | don't nean to interrupt,
but one of the witnesses, it has cone to ny
attention, has now cone into the room and 1'd |like
to have himexcused. And that's M. Schafer.

JUDGE BROMN:  All right.

M. Schafer?

MR SCHAFER  Yes.

JUDGE BROMN:. M/ nane is Stephen Brown,
presiding officer of the commssion. At the
commencenent of the hearing today, an order was
entered excluding w tnesses fromthe courtroom
You' re under subpoena as a witness, so |'d ask that
you | eave the hearing roomat this tine until you're
called in as a witness. | believe once you' re called
as a witness, then you can renain in the hearing
room

MR SCHAFER If | nay comment, as you
certainly know, | have been a very vocal critic of
our government and specifically of this conm ssion --

JUDGE BROAN: Excuse ne, M. Schafer,
you're interrupting the proceedings --

MR SCHAFER. -- and | cannot --
JUDGE BROMN: Excuse ne, M. Schafer.
MR SCHAFER. -- exercise the
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constitutional right to criticize government if I'm
not allowed to observe governnment. It being a
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fundanmental constitutional right, | suggest that you
should restrict it in the most narrow manner

possi bl e.
I have never spoken with M. Anderson about any
of the things he is testifying about. If you want to

fashion a fairly narrowy fashioned order that
excludes me only fromsuch w tness testinmony as coul d
even concei vably be affected by anything as to which
I may be asked to testify, | would honor that.

But a broad-brush bani shment fromthis public
proceedi ng that bears no rel evance to any perceived
harm that has such a chilling effect on ny ability
to observe and to criticize the manner in which this
proceedi ng and this comm ssion conducts its inportant
work, | think is frankly unconstitutional. | think I
have the right to be here to be able to talk with the
press --

JUDGE BROMN: Excuse ne, sir. You're
interrupting the proceedings by your speech. W need
to nove along. |'d ask that you pl ease | eave the
hearing room M. Schafer.

MR SCHAFER |'m aski ng that you fashion
an order that linits ny exercise, ny constitutional
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rights, in the nost narrow means possi bl e.

JUDGE BROMN: The order has al ready been
fashi oned and was agreed to by counsel for the judge
and counsel for the conm ssion.

MR SCHAFER Well, sir, | don't believe
you have jurisdiction over this citizen.

JUDGE BROM: Are you refusing to | eave,
M. Schafer?

MR SCHAFER |'mrefusing to |eave.

JUDGE BROAN: Al right. The hearing
will be in recess at this point. W need to consult.

W'l be in recess. W cannot proceed with
M. Schafer in the courtroomin violation of the
conmi ssion's orders.
( RECESS TAKEN. )
JUDGE BROAN: Be seated.

M. Schafer, are you still refusing to | eave the
heari ng roon®?
MR SCHAFER | believe | still have a

constitutional right to observe this proceedings.

JUDGE BROMN:  So you're not willing to
| eave voluntarily?

MR SCHAFER No, |'mnot.

JUDGE BROAN: Counsel, this is an order
by stipulation. Do counsel still wish to have such
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an order?

MR TAYLOR  Conmi ssion counsel takes no
position one way or the other.

JUDGE BROAW: M. Bul ner?

MR SCHAFER. Excuse nme. My | -- |
understand that this --

JUDGE BROMN:. M. Schafer, would you
pl ease be quiet? Thank you.

Do you still wi sh the order, M. Bul ner?

MR BULMER  Yes, sir.

JUDGE BROMN: |s there any way that the
order can be fashioned any nmore narrowy than
excluding until his testinony?

MR BULMER |' mthinking, Your Honor.
G ve ne a second.

JUDGE BROAN:  Certainly.
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(PAUSE | N PROCEEDI NGS. )
MR BULMER G ve ne a second here, Your
Honor .
JUDGE BROMN. Al right.
(PAUSE | N PROCEEDI NGS. )
MR BULMER  This is an inportant
decision for us to nake. My | for one second
approach ny client, Your Honor?
JUDGE BROMN: That's fine, M. Bul mer.
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(ATTORNEY/ CLI ENT CONFERENCE. )

JUDGE BROMN: M. Bul ner?

MR BULMER  No, Your Honor, | think not.
W woul d |i ke hi mexcused.

JUDGE BROAWN:  All right. M. Akana, if
you woul d provide M. Schafer with a copy of the
order entered by the comm ssion pursuant to the
stipul ation of counsel.

( DOCUMENT PROVI DED TO MR SCHAFER.)

MR SCHAFER | was just handed a
phot ocopy of a typewitten two pages that bears no
date and no signature, and |'ve never seen this
bef ore.

I's that what you wanted delivered to ne?

JUDCGE BROAN:  Yes.

MR SCHAFER  Thank you. | have it.

JUDGE BROMN:  All right. In there
contains the order of the presiding officer to
excl ude witnesses.

MR SCHAFER Was this entered in a
public proceeding pursuant to the Qoen Meetings Act,
or was it a null and void act pursuant to the Open
Meetings Act?

JUDGE BROM: It's a valid order of this
pr oceedi ng.
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MR SCHAFER Wen was it entered? Was
it entered in a public proceedi ng?

JUDGE BROM: Are you still refusing to
| eave even after you' ve been given an order,
M. Schafer?

MR SCHAFER |'ve not been given an
order.

( DOCUMENT PROVI DED TO MR SCHAFER.)

MR SCHAFER | have been given a
t wo- page docunent that's been through four, five fax
machines. It says it was filed January 8th in the
Conmmi ssion on Judicial Conduct. It says it is a
prehearing order signed by the Honorabl e Stephen
Br own.

| ask again, was this a matter conducted in an

open proceedi ng consistent with the state Cpen
Meetings Act, or is it a null and void act pursuant
to the state Open Public Meetings Act? That is ny
question. | do not consider this a valid order.

JUDGE BROM: So you don't intend to
| eave the courtroon®

MR SCHAFER No, sir.

JUDGE BROMN:  You' re under subpoena by
M. Bulner to give testinony on behal f of the judge
in this action.
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MR SCHAFER. | do not believe that | am
JUDGE BROWN: M. Bul ner?

MR BULMER  Yes, sir.

MR SCHAFER: | have never received
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anyt hi ng under any process of any court of this state
or any process of any tribunal of this state that's

recognized in the state constitution. | have
recei ved a docunent that had been through nany
phot ocopi es bearing, | don't recall what signature.

And | woul d say furthernore that the use of this
ploy to exclude a critic fromthe proceedi ng when ny
only involvenent in the conduct with which the
defendant is charged is so renote as to not be
rel evant to excluding me.

I"'mwilling to disniss nyself for testinony
that mght be given by ny only nexus, that being
WlliamL. Hamlton, ny former client, of a brief
conversation | had with him

MR BULMER On January 7th, 1998, |
conducted a deposition of M. Schafer. |In that
deposition, if | may read into the record a portion
of it, and | can publish the deposition, and I
believe M. Taylor has a copy.

MR SCHAFER Can | ask you to read the
entire and not just selective reading --
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JUDGE BROMN: M. Schafer, please be
quiet so M. Bulner can proceed. Thank you.

MR BULMER  Starting at page 48 -- I'm
asking the questions, starting at |ine 21:

"QUESTION: It goes in the record. Now, | think
I"ve only got one thing left. | need to get you
subpoenaed for next week.

"ANSWER Do | get witness fees for this?

"QUESTION: They're right here.

"ANSVER: | see a check. Since nostly what |'ve
been doing has been for the public good, a little
payrment now and then m ght not hurt.

"QUESTION: It's only 15 bucks, I've got to tell
you.

"ANSWER: |t hel ps.

"QUESTION: |'m handing you, on the record, a
copy of a subpoena for your attendance at the hearing
next week, along with a witness fee check of $15.

"ANSWER: |s there a particular day?

"QUESTION: 1've got you -- no, | want to talk
about that on the record with you right now

"ANSWER  Ckay.

"QUESTION: It starts on January 12th."

And then there's an ongoing --

MR SCHAFER Please read it all. Don't
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summari ze and sel ectively --

JUDGE BROMN: M. Schafer, please be
quiet. Thank you.

MR BULMER And then there was a
di scussi on about how to acconmodate so he doesn't
have to sit here for the whole tine period. And then
it says -- let ne back up.

"QUESTION: It starts on January 12th --"

I''mback on line 13, page 49:

"QUESTION: It starts on January 12th. And so
pursuant to custom or whatever, that's when you -- at
the start of the proceeding -- | obviously don't
expect you to sit or to be available full time during
this, and I'"'mhappy to work with you if you think --

I would think that you woul d be Thursday. Ckay?

"ANSWER:  The first Thursday?

"QUESTION. Yes. So it would be 12, 13, 14 --
15th, 1 think.
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"So do you think you woul d be avail able on the
15th? | coul d probably give you an hour's notice
ahead of tine as to -- we'd call your office. I'm
| ooking for a way to accommbdate your schedule in a
reasonabl e way so that you don't have to sit down
there that whole tine.

"ANSWER:  Well, | may be trying to take in as
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much of it as |I can, but | cannot be there full tine,
you know. Just give ne as much notice as you can,
and --

"QUESTION:  What |1'msaying --

"ANSWER My office is physically quite close,
as you know.

"QUESTION: What |'msaying is |'magreeing on
the record to relieve you of the responsibility to be
there January 12th on the basis that | will plan on
calling you on the 15th. And | will give you at
| east an hour's notice ahead of tinme, if not the

night before. |Is that acceptable to you?

"ANSVER  Yes.

"QUESTION:. Ckay. Now, | don't want to | eave
any m sunderstandi ngs here. In ternms of your -- in
terms of your availability, there's been a nmotion to
exclude wi tnesses, and you'll be on the list. So you
just said something about you're going to be
attending full time. | don't want you to wal k out of

here having you nade a statement |ike that --
"ANSWER: Just a minute. Because |'mon your
witness list, am| sonehow disqualified from being
abl e to observe?
"QUESTION. |'mjust letting you know that
witnesses are going to be excluded -- you've said
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sonething, so | don't want you to wal k out of here
|l eaving a fal se inpression in your face. So I'm
letting you know right now.

"ANSWER  |'mtelling you right now!l intend to
observe as nmuch of the proceeding as | ampermtted
tounless |'min jail.

"QUESTION: I'mnot trying to argue it. |
just -- | didn't want you to make a statenent like
that on the record, that you were planning to sit
there, with nme knowi ng that witnesses are to be
excluded, without telling you that that's the |ay of
the | and.

"How you cone at that, I'mnot trying to argue
about that. |1'mjust telling you what the deal is.
"ANSWER:  Let ne say, you know, | do not
consi der nyself to have been subpoenaed to attend.

"QUESTION: And why is that?

"ANSWER: Because | do not recognize anything
that | have received yet as being the | egal process
that's legally binding on ne.

"QUESTION: What did | just hand you?

"ANSWER:  This sheet of paper right here.

"QUESTION: Ckay. So it's your position that
this docunent signed by Judge Brown, which is a
subpoena for attendance at a hearing on January 12,
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1998, at 9 a.m, is not legally binding on you?
"ANSWER: | do not consider -- you know, [|'lI
say what | just said. | do not consider nyself to
have been under |egal conpunction to be in any
particular place at any particular tine at this
point. And I'll let you figure out what you need to
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do.

"QUESTION: | want the record to reflect, then,
I will get a copy --

"ANSWER: And basically what |'msaying is, |
want to be able to observe that proceeding.

"QUESTION. | will get a copy of --

"ANSWER And if you are attenpting to exclude
me fromthat, you have one hell of a fight on your
hands, M. Bul nmer.

"QUESTION: | will get a copy of the docunent I
just handed you and a copy of the check for
attachnent --

"ANSWER:  You can keep your check.

"MR BULMER No, |'mgiving you the docunent.

You can do what you want to. | have a copy, which we
will mark as Exhibit 6, of the docunent, along with a
copy of the check. And having done that, | don't
have anythi ng further.

"M. Taylor?
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"MR TAYLOR | have no questions.”

And that was the proceeding. So he was properly
served directly, and he received service with a
check, and | have a copy of the subpoena which was
given to him

MR SCHAFER | was handed a sheet of
paper. | was not served with | egal process.

JUDGE BROMN: The deposition is to be
published at this tine.

MR SCHAFER. And | have never seen the

deposi tion.

JUDGE BROM:  And, Judge Anderson, at
this time why don't you step down. |'msorry about
this.

JUDGE ANDERSON:  Ckay.

MR BULMER It has been a long tinme
since |'ve done this. 1'mnot sure what the
nmechanics are. | hand it to the clerk, | guess.

MR SCHAFER  Your Honor, | was never
given an opportunity to view or correct that
deposition either, deposition transcript.

JUDGE BROAWN: M. Schafer, the conm ssion
would like to proceed at this time. W're schedul ed
to proceed. And since you are under subpoena to be
here today by the attorney, M. Bul ner, on behal f of
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the judge to give testinmony in this matter, and they
are asking that the w tness be excluded fromthe
hearing and the comm ssion has so ordered, you need
to leave in order for this hearing to proceed.

MR SCHAFER As | said, | have not been
served with | egal process. |'ve been handed a sheet
of paper that is not |egal process. There is a
difference, and if you want to put nme in jail or
ot herwi se sanction nme violating ny federal and state
constitutional rights, | think you are acting
inappropriately. | think you are missing the
significant issues here.

JUDGE BROAN:  So you're refusing to
| eave?

MR SCHAFER. | am

JUDGE BROMN: Because of that, the
conmission's hearing is not able to go forward at
this time. So we'll take a recess and then the
conmi ssion will pursue its options.

MR BULMER  Thank you, Your Honor. |'m



21 sorry for this
22 (LUNCH RECESS TAKEN. )
23 JUDGE BROMN: 1'd like to apol ogi ze to
24 counsel for our delay. W've been debating on howto
25 proceed. So hopefully we'll have fewer interruptions
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1 than before.

2 MR BULMER  Thank you

3 MR TAYLOR  Thank you, Your Honor

4

5 GRANT ANDERSON, bei ng previously sworn to

tell the truth, the whole
6 truth and nothing but the
truth, further testified as

7 foll ows:

8

9 Dl RECT EXAM NATI ON ( Cont i nued)

10 BY MR TAYLOR

11 Q Cood afternoon, Your Honor.

12 A Good afternoon

13 Q Before the recess we had tal ked about Exhibit 20, and
14 that was a docunent that was signed on August 26th of
15 1992, and it had provided that M. Hanilton or a

16 corporation to be forned, apparently didn't exist,

17 was goi ng to pay $300, 000, 50,000 in cash and 250, 000
18 over time.

19 And you testified that this docunent accurately
20 refl ected the essence of your agreenent; is that

21 right?

22 A Yeah. By essence, | nean the inportant termto

23 M. Hamilton was the fall cash flow on Septenber 1st.
24 The docunent before it, No. 19 -- | think it's 19

25 There's no 19 in this book. | think it's one that
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1 was added -- actually was the true draft or initia

2 draft with the -- the corrections fromthat and the

3 final agreenent are what cane down to Exhibit 20, and
4 the essence of -- "essence," |I'mnot sure that's the
5 right word, but the deal points were terns, fall cash
6 flow, fromM. Hamlton's standpoint, and the |iquor
7 and ganbling |icenses

8 Q The fall cash flow, that was sonme oral understanding
9 that you and M. Hanilton had?

10 That was Septenber 1st. That's where that was

11 cruci al .

12 Q Well, does it say in Exhibit 20 anywhere that if the
13 deal doesn't close on Septenber 1st, M. Hamlton --
14 A No, it does not.

15 Q And Exhibit 20 accurately sets forth your agreenent,
16 correct?

17 A When you say "accurately," it set forth the essence
18 of the agreenent, yes

19 Q The | ast paragraph says, "...no verbal or other

20 agreenents which nodify or affect this agreenent.”

21 Was that true?

22 A That's what it says.

23 Q Was it true?

24 A It's true to the -- when you say that, say sonebody
25 buys or sells a house and you have an earnest noney

FOOT COF PAGE 82

OO WDNPRE

and sometimes you put in there that it includes the
chandeliers or doesn't include them Reasonable
peopl e assune it does include the chandelier. Wen
they show up, there's no chandelier

It again enbodi ed the essence of the terns, the
fall cash flow, fromM. Hanilton's standpoint, and
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the Iiquor and ganbling |icense
Does it say anywhere in Exhibit 20 if the sal e does
not close on Septenmber 1 --
No, it does not, sir
-- he gets the fall cash flow?
No, it does not say that.
Ckay. Let he cone back to ny questions so we're
clear. Were there any verbal or other agreenents
that nodified or affected Exhibit 20 that don't
appear in Exhibit 20?
At this juncture, not that | can recall
Now, the sale didn't close on Septenber 1, did it?
No, it did not.
In fact, no one had done anything to nove the
transacti on along by Septenber 1 in that short
five-day wi ndow between August 26th and Septenber 1
had t hey?

MR BULMER  njection. Lack of
f oundat i on.

FOOT OF PAGE 83

O~NO O~ WNBE

25

oOr O>»0

o >

You hadn't done anyt hi ng?
I had not, that's correct.
And you're not aware that M. Hamlton had done

anyt hi ng?

You'll have to ask M. Hamlton. | don't know.
Ckay. Well, tine passed from Septenber 1 forward
Paci fic Lanes was still running the bowing alley
operation?

Yes.

M. Hamilton had no right, title or interest in the
bow i ng al |l ey operation whatsoever, did he?

In a legal sense, no. Had it closed, had it
transferred, had there been a closing statenent, no.
Wll, in any sense, he had no right, title or
interest in the bowing alley as of Septenber 1, did
he?

He had what | guess | would call for lack of a better
termat this tinme an inplied nanagerial role, the
under standi ng being that if and when this cl osed --
there was no assunption or at |east no thought on
anybody's part, although the possibility did exist,
that the licenses would not subsequently transfer

O "transfer" is the wong word. | believe
because he had a new entity, he would get his own
license. | don't believe he was -- he was not buying
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the stock in Pacific Lanes or in Hoffman-Stevenson
He had his own, and he was buying the assets, so he
had his license new, not a transfer of |icense, as
recal | or understood the process.

I want to talk nmore about the inplied nanagerial role
injust a mnute.

Ckay.

Before we do that, let's get back to Exhibit 21
which is where we were at when we broke. Wat is
Exhi bit 217

Exhibit 21, it says it's a business acquisition and

| ease agreenent.

This was the deal between you and Bill Hanilton

Exhi bit 217

That was the subsequent agreenent that was frankly
put together to acconmodate the closing of the
transaction

Vel |, what does that nean?

What does that mean? It neans that -- and it was not
information that | found out personally, but | was
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advi sed that they needed a corporation, an actual
name, that that name had been conpleted shortly after
the 1st of Septenber, and | can't tell you the exact
date, and that the Exhibit 20 was not adequate for
the regul ator because it had a closing date which had

FOOTr OF PAGE 85

oO~NO O~ WNPRE

15
16
17
18
19
20
21
22
23
24
25

oO>rO0>» O

O>O0 >0 P

obvi ously al ready passed.

You' re not suggesting that Exhibit 20 was ever filed
with the liquor or ganbling comm ssion, are you?

I don't know.

You never did it?

I did not doit.

Do you know of anything Bill Hamlton did prior to
Sept enber 19th to get approval fromthe |iquor or
ganbling authorities?

Do | know?

Do you know?

No

Did you do anything to --

Al I can tell youis | did not do anything.

Isn'"t it correct that the first applications to the
li quor and ganbling comm ssions were submtted on
Sept enber 29th, 19927

It's whatever -- | do not know that. You'd have to
point ne to the docunents.

You woul dn't dispute that, would you? For exanple,
Exhibit 1 that you submitted --

MR BULMER | object to asking him
whet her he woul d di spute sonething or not. He said
he doesn't know. He's already answered the question

JUDGE BROAN:  Sust ai ned.
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Q

CGoi ng back to Exhibit 21, 50,000 in cash and 250, 000
in a note?

Yes.

Ckay. And he was going to buy the bowing alley
busi ness in exchange for that 300, 000?

There's two parts to it, yes. | nean, he was

buying -- the whole transaction was a mllion-dollar
transaction, as it was categorized when you put the
property and the business. But the business portion
of it, 300,000 was allocated to, yes

W' ve heard reference to the nillion-dollar
transaction. 1Isn't it true that by the end of 1993,
when all was said and done, M. Hamilton had only
pai d close to 800, 000?

I don't know that.

Now, this agreement, Exhibit 20 -- |'msorry,

Exhi bit 21 -- was contingent upon M. Hamlton
securing liquor and ganbling |icenses?

Yes.

And it wouldn't close until the first day of the
first nonth after he secured those |icenses?
I"'msure the closing documents were signed on the
day he received the | ast approval, which was
Decenber 4th, | believe

But the deal was not going to go forward until [|iquor
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and ganbling licenses were issued?

No. They were a key of the deal, if you want to cal
it that way, a key part of it.

And is it correct that the liquor and ganbling
operations at the bowing alley accounted for sone
70 percent of the revenues of the bowing alley?

I don't know the percentage. Substantial percentage
yes.
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Q
A

For Exhibit 21 signed on Septenber 19th, were there
any verbal agreements, any side deals on this?

The understanding was, and at that tine it had been
in effect already, that M. Hamlton -- that the deal
was, the other -- | knowit says it's not, and in
anticipation, but the understanding was that
everything was effective when he was buying and the
price that was determ native of was a price on
Septenber 1st. That was the understanding. And that
could not be effectuated with the ganbling and |iquor
peopl e, and thus this instrument.

But in effect he was, if you want to call him
the general nanager, the overall manager, not
day-to-day, but as | had been, starting
Sept enber 1st.

Wiere does that agreenent appear in Exhibit 2172
I't does not.
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Does it appear anywhere in witing that you can point
us to?

Not that |I'm aware of.

Now, M. Hamilton effectively received $100, 000 for
bei ng t he nanager, then, from Septenber through
Decenber; 92,000 nore accurately?

Wien you say "effective," he received that. The
transaction of the deal was that he would get the
benefit of the cash or the bow ing season cash.

A bowling alley is worth -- because it's a
cyclical business, there's a price that it's worth on
a given day, and the given day was Septenber 1st, and
that was at the beginning of the bowing season and
not sone |ater day.

Because in the summers -- you know, if you're a
seller, you always would like to sell on the 1st of
May or 1st of June, and if you're a buyer, you al ways
want to buy the 1st of Septenber. And the prices are
different at different times because of the big cycle
of the cash flow for the year.

Vel |, that --

And that was a deal point for M. Hamlton.

On Septenber 19th it was still worth 300,000 to

M. Hamilton, was it not?

I would say that the mllion-dollar transaction woul d

FOOT OF PAGE 89

oO~NO O~ WNPR

o > lolp ol dre]

oOrOor O»r LOP»

have been worth | ess to himon Decenber 19th.

You executed and he executed a docunent --

Yes, we did.

-- saying the price was $300, 000?

Yes, we did.

I's there anything in Exhibit 21, the final deal you
signed, that tal ks about M. Hanilton being entitled
to the profits of the bowing alley from Septenber 1
f orwar d?

No.

Is there anything that says he's entitled to the cash
generated from Septenber 1 forward?

No.

Is there anything that tal ks about reducing the note
for 250,000 to some | esser anount?

No.

Vel |, this agreement was signed on Septenber 19th,
1992. At that point did the deal close?

No.

D d any noney change hands?

No.

Did M. Hamlton pay a cent for anything to do with



23 the bowing alley?

24 A No.

25 Q Fol | owi ng Septenber 19th, 1992, Pacific Lanes was the
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1 entity paying rent to Hoffnman-Stevenson?

2 A I don't know where the checks were witten on the
3 books, but I'mgoing to say that's where the

4 adj ustmments cane in later. But | don't know The
5 check probably came from-- and |I'mnot the

6 bookkeeper, and | didn't wite or sign those checks
7 or any of them but cane from Pacific Lanes to

8 Hof f man- St evenson.

9 Q Let ne rephrase. M. Hamlton wasn't paying rent
10 after Septenber 19th, was he?

11 A Not to ny know edge.

12 Q And Pacific Recreation wasn't paying rent, was it?
13 A It depends on how you categorize the deal. The

14 under st andi ng was that as of Septenber 1st, that's
15 the date that the operation would have transferred,
16 and all adjustnents were made back to that date.

17 Q During the period Septenber 19th through the end of
18 Sept enber 1992, did Pacific Recreation ever pay any
19 rent to Hof f man- Stevenson for the bowing alley

20 bui | di ng?

21 A I don't know. Wen | say that, it closed on

22 Decenber 4th in a formal sense. Mbnies were paid.
23 They were probably paid from Pacific Lanes'

24 checkbook, if that's your question.

25 Q The rent?
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1 A I think the rent probably was, but | don't have the
2 checkbook in front of ne and | don't knowif it was,
3 but | assume it was.

4 Q Pai d by Pacific Lanes?

5 A | suspect it was.

6 Q And not by Pacific Recreation?

7 A I suspect, but | don't know.

8 Q Wl |, who was payi ng the enpl oyees at Pacific Lanes
9 from Sept enber 19th forward?

10 A The Pacific Lanes checkbook was still the one that
11 was operational .

12 Q Bill Hanmilton wasn't paying the enpl oyees, was he?
13 A No. Was he paying themout of his pocket?

14 Q Yes.

15 A No.

16 Q Paci fic Recreati on was not paying enpl oyees, was it?
17 A I don't believe so.

18 Q The taxes on noney that was coming in, receipts,

19 Paci fi c Lanes was payi ng the taxes on those receipts,
20 wasn't it?

21 A Wi ch kind of taxes? | don't know which --

22 Q Any state taxes, B & O Internal Revenue Service,

23 federal taxes?

24 A I don't know. | mean, the accountant -- whatever --
25 and |'mnot being obstinate, |'mjust telling you
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that | hired an accountant that woul d take the
nunbers that cane in and prepare the appropriate tax
returns and pay the taxes.

Q You're not aware that Pacific Recreation ever paid
any taxes on anything to do with the bowing alley
from Sept enber through Decenber 19927

A I amnot personally aware of it, no.

Q And you're not aware that Bill Hamlton ever paid
taxes on anything to do with the bowing alley from
Sept enber through Decenber 1992, are you?
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No

The supplies for the bowing alley, the liquor, for
exanpl e, who was buying that and payi ng noney, was it
Paci fic Lanes or Pacific Recreation, during the

peri od Septenber --

M/ understanding is the checks woul d have been
witten by Pacific Lanes.

And that was com ng out of Pacific Lanes funds?

Yes.

M. Hamilton wasn't pouring noney into Pacific Lanes
was he?

Not to ny know edge.

Pul | tabs, who was buying the pull tabs and dealing
with the ganbling comm ssion during this period; was
it Pacific Lanes or Pacific Recreation?
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Actual ly, | think, when you say that, the |icense was
still in Pacific Lanes' name, because M. Hamlton
did not have -- and |'mnot sure whether his |iquor

license or his ganbling license cleared first, but he
did not have a license, so it would have been Pacific
Lanes' license. Jackie Pagni functionally nanaged or
ran that operation.

And is it correct that you didn't apply to change the
liquor license until the end of Septenber of 1992, to
change it from Pacific Lanes?

If you can point ne to the document, | know | signed
sonething. | don't know which one it is, sir.
Exhi bit 13.

Yes, that woul d have been ny signature on

Sept enber 28t h.

So that's the first time you did anything to transfer
a liquor license fromPacific Lanes to Pacific
Recreation; is that correct?

To ny know edge, yes

Now, the closing papers were signed on Decenber 4th
of 1992?

Yes.

And on that date M. Hamilton delivered $50, 000?
Actually, | believe he delivered $100, 000.
Including the option for the building?
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Yes.
I just want to focus on the purchase of the operation
ri ght now.

So he delivered 50,000 in connection with his
obligation to purchase the operation, and then he
delivered al so a note?

Yes.

For 250, 000?

Yes.

Ckay. Now take a look at Exhibit 24, please

(Wtness conplies.)

It's a bill of sale?

Yes.

It says what M. Hamilton is paying and it says what
he's getting?

Yes.

Does the bill of sale say anything about M. Hamilton
being entitled to the profits from Septenber 1

f orwar d?

No

Does it say the note for $250,000, does it say that's
going to be reduced based on the profits from

Sept enber 1 forward?

At that point there was no anticipation that it would
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be reduced.
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Does it say anything about himbeing entitled to the
cash flow from Septenber 1 forward?

No, it does not.

Does it say anything other than he was payi ng 50, 000
in cash and 250, 000 over time?

I don't believe so.

Now, in fact, in this bill of sale Pacific Lanes,

t hrough you as president, warranted that you were
responsi bl e for anything that happened prior to the
date of close, right?

If that's what it says, it's probably standard

| anguage.

Was it true | anguage?

For anything that happened prior to the date of sale?
That's right

I must say in our understandi ng, anything that
happened after Septenber 1st, the plus or the m nus,
woul d have been in M. Hamlton's ball park

Ckay. So the bill of sale is incorrect?

Wi ch would be -- I'"msure this is boiler plate that
came of f the conputer, but fromthe understanding
standpoi nt, yes.

You signed this boiler plate?

Yes, | did.

I nportant transacti on when you're receiving $300, 000
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on behal f of an estate for which you' re the personal
representative?

Important transaction. M/ prinmary goal at that point
was to get 100,000 in hand on behal f of the estate,
whi ch woul d not be refundable in any event.

Turn to Exhibit 25, please.

(Wtness* conplies.)

Now, this is not a boiler-plate docunent, is it; this
was customcrafted for this transacti on?

For the nost part, |I'mlooking here, it was
customcrafted, yes.

Ckay. Exhibit 25, that's a purchaser's closing

stat ement ?

Yes.

It says what he's getting, says what you're
recei vi ng?

Yes.

Does the closing statement prepared just for this
transaction and not with boiler plate, does it say
anyt hing about M. Hanilton or his conpany being
entitled to the profits from Septenber 1 forward?

No

Does it say anything about himbeing entitled to cash
flows from Septenber 1 forward?

No
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Does it say anything about reducing the price of the
note or reducing -- strike that.
Does it say anything about reducing the val ue
of the prom ssory note that's listed there at
$250, 000?
No
Exhi bit 26, that's the pronissory note that
M. Hamilton signed for $250, 0007
Yes.
Does that say anything about the value of the note
bei ng subject to a reduction?
It was not anticipated that it would be subject to a
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reduction at the time it was signed.

Does it say anything about himbeing entitled to
profits?

No

Was that anticipated at the tine it was signed?
O the note?

Yes.

I woul d say yes.

Can you show us anywhere in the closing papers where
that agreenent existed?

No

Can you show us in any of the drafts it exists?
No
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Can you show us in any of the docunents ever signed

by you or M. Hanmlton at any time of the transaction

where this agreement that he gets the profits exists?

Not in witing in these docunents.

And these are the sane docunments that say there's no

ver bal agreenents?

That's what they say, yes

Ckay. Turn to Exhibit 23, please.

(Wtness conplies.)

Exhi bit 23 is sonething you signed on behal f of

Pacific Lanes as its president?

Yes.

And that's called a security agreement and genera

pl edge, right?

Yes.

And what you were doing there -- let ne back up
Pacific Lanes had in the past borrowed noney

fromFirst Interstate Bank?

Yes.

And under that |oan agreenment, Pacific Lanes was

obligated to provide to the bank as collatera

anything it obtained in the future, right?

Can you repeat that, please?

There was an after-acquired-assets provision in the

| oan agreenent between Pacific Lanes and First
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Interstate?
I don't know.
VWl |, why did you provide the note to the bank as
col | ateral ?
I have no idea what was in the original note. Wy
did | provide it?
Yes.
Because | wanted to close the estate. | called the
bank. They had a general creditor's claimin the
estate for M. Hof fman's guarantee of the corporate
notes, and | wanted -- the only thing that | needed
to close the estate or remained of closing the estate
was a release of that creditor's claim

And | called them | sent initially -- as
recall, | sent $100,000 to the bank as a down paynent
or a paynent against principal, and subsequently when
M. Hamilton, after Decenber 4th, | can't renenber
the date, when | got his hundred thousand dollars,
sent that to them and that was in exchange for the
rel ease of the creditor's claimas far as the estate
was concer ned

And in that process, | nean, and it's fairly
sinple, they said, "Do you have anything el se?" And
the note was a piece of paper, if you want to call it

additional collateral, and | said, "Sure," and | sent
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It's just about that sinple.
So you gave the note to the bank as collateral, and
you i ntended and did warrant and represent to them
that if Pacific Lanes defaulted on its |oan, the bank
woul d be sitting there with a note for 250, 000 that
it could enforce?

No. The note onits own terns said -- | can't
renmenber whether it was 3,000 a nonth or nore. There
was no provision where the "or nore" -- there was no

provision that | recall that they would get the
payrments, the 3,000 a nonth paynents, or they woul d
get the "or nore" if that was ever paid.

| don't believe in the rel ease agreenment that it

even referred to this note. |t was just sonething
that fromny standpoint it was an extra inducement
for themto release it. | assigned it to them They
had it.

The underlying | oan had started, when | took
over the estate, at about $440,000. Al the paynents
had been made on a regular basis. | paid 200, 000
cash. There was a bal ance of not nore than,
bel i eve, $200,000, or in that vicinity, that was
secured by the nortgage, or deed of trust perhaps,
I"'mnot sure, against all of the underlying rea
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estate and through UBC recordi ngs transactions, which
I had just sold for a mllion

So they had security all over the place, and
this was just an added i nducenent.
Maybe | asked the question the wong way.
Wl l, maybe | said too nmuch --
Maybe we can work together.
-- but that was it.
You gave the bank a security interest in a note for
$250, 000, right?
| said, "Here's an initial piece of collateral
here's the note.”
A security interest, according to what you signed?
Yes.
Ckay. And that neans that if Pacific Lanes defaults
on its loan with the bank, that the bank is protected
because it's got a note for $250,000 payable to

Paci fic Lanes. |Isn't that what a security interest
does?
Depends on how nmuch security you want. | nean, it's

an extra piece of collateral that they had. And it
speaks by its own terns. They had all kinds of
security.

Did you tell the bank that there was any agreenent in
pl ace to reduce the value of --
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There was no agreenent in place to reduce the val ue.
That didn't cone up until later, did it?

No, it did not.

It did cone up later or --

No, it -- when you say did or did not cone up

later --

Let nme reask it.

There was no agreement in place when this note was
delivered to the bank

So we know by Decenber 9th, 1992, there was no
agreenent in place to reduce the value of the note,
was there?

No.

In fact, you represented to the bank that this note
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was free and clear of any encunbrances of any nature,
and that was true, wasn't it?

At that juncture it was a note that was just exactly
what it said on its face, for $250,000 payabl e at

$3, 000 or nore per nonth.

Not subject to any contingencies whatsoever at that
tine?

At that tinme, no.

Ckay. You bought a Cadillac on Christmas Eve of
19927

Yes.
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That was an inportant purchase to you?
Wien you say "inportant," that's all relative. It
was a purchase for ne.
I"I'l withdraw it.
You didn't take delivery that day, did you?

No

That was sonetinme in early January?
Yes.

Price was $36, 000?

Yes.

You got a car loan from Sound Bank --
Yes.

-- for 36,0007

WAs M. Hanmilton still working at Sound Bank at
that tinme?
I don't believe so.
Was he officing at Sound Bank?
He was of fici ng next door
Now, you went into the bank on or about -- turn to
Exhi bit 75, please.
Wi ch nunber, sir?
75, Your Honor.
(Wtness conplies.)
Shortly after you got the |oan, you yourself paid
down 9, 000 on that | oan?
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Yes.

And you did so by taking a check to the bank?

Yes.

And was that on January 8th of 1993, if you'll |ook
at the second entry under the transactions?

Yes.

If we | ook back a couple of pages, we see at page 3 a
copy of the check you gave the bank on that day?
What page?

Page 3 of Exhibit 75, Your Honor

Yes.

Ckay. Was it on that day, January 8th, 1993, when
you went into the bank, that Bill Hanilton rmade the
offer to pay your car payments?

I can't recall if that was the day.

Was it before that day or after that day?

It was not before that day, | know that.

Now, the first paynent he made on your behal f was
January 26th, correct?

Yes.

So we know that M. Hamilton nade the offer to make
your car paynents sonetime between January 8th and
January 26th, don't we?

Yes.

And wasn't it between January 8th and January 26t h of
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1993 that you call ed accountant Kevin |verson and
said, "Bill Hamlton and | need you to do sone
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adj ustments to the value of a note"?

No.

When did that happen, Your Honor?

I never -- to ny recollection, | never called Kevin
Iverson and nmade any such request of Kevin |verson.
Wl |, how about follow ng January; did you have any
di scussions with Kevin Iverson and Bill Ham Iton
about the reduction process?

I did, I"'msure | did, fromthe material | have seen.

I have no independent recollection of any
conversation with any of them

Now, in your deposition you told us that your

invol venent in this adjustnent process was done by
Decenber 31, 1992. Are you changing that?

It was done in the sense that in ny mnd the pieces
were in place. M. Hamlton had been operating the
facility since Septenber 1. That was the agreenent |
had with him The |icenses had been transferred.
The notes had been signed. The hundred thousand
dollars -- the note, | guess, not notes; the note had
been signed. An option agreenment had been signed.
$100, 000 had been paid, and all the pieces were
there.
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There was no agreenent to adjust. That
transacti on took place sonetine after January, and |
believe it took place per M. Fisher and the
account ant .

Was | advised of it? Probably, fromwhat | see,
that it was at |east discussed with ne. Do | have
any independent recollections? | think I've stated
no.

Well, take a |l ook, for exanple, at Exhibit 61.
(Wtness conplies.)

It says here: Pacific Lanes purchase price

adj ust ments per di scussions with G ant Anderson and
Bill Hanilton.

Di d you have any purchase price adjustnent
di scussi ons with anybody foll owi ng Decenber 31, 1992?
That | did not have any discussions. Wat it says
down here is: Need to adjust for cash flow from
Septenber 1 to Decenber 31.

Had | verified that with then? | --

M/ question --

-- suspect | did. D d | have a discussion to verify
that? | suspect | did. Do | have a nenory of any

i ndependent conversations with M. Hamlton? | do
not .

M/ question again, sir: D d you have any purchase

FOOT OF PAGE 107

O~NO O WN P

price adjustment discussions with anybody follow ng
Decenber 31, 19927

MR BULMER  (pbjection. Asked and
answered. two or three tinmes now.

JUDGE BROM:  Overrul ed.
I"'mtrying to think of howto -- did | direct it, did
| say it? No. Dd | have a discussion? | believe I
did, with perhaps M. Fisher, perhaps M. I|verson,
even perhaps M. Hanilton. Do | renenber
individually or any specific conversation? | think I
have said no.
So you're now saying you did have di scussions,
purchase price adjustnent discussions, after
Decenber 31, 1992; is that it?
The discussions -- what | renenber, what | woul d say,
is | verified that the cash flow was, by agreenent,
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to be M. Hamlton's. Did | direct -- when you say

di scussion, | nean, that's maybe was | nade aware of,
did | mechanically conme up with any nunbers, did I
formulate any transaction? | did not. Was | aware

of aware of or did | discuss in the sense sonebody
may have told ne or | may have said that's fair and
reasonabl e? Probably.

So | understand it, then, is it your testinony that
you probably had di scussions after Decenber 31, 19 --
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Wth sonebody, yes.
Let nme finish ny question.
I'msorry.
You probably had di scussions with sonebody after
Decenber 31, 1992, about the purchase price
adj ust ment process; is that right?
Yes.
So you want to change your deposition testinony?
No. You have to show ne where it is, but as | read,
and | think you' re | ooking at page 21 or 22, what |
meant by that is everything was in place prior to
that time. | don't believe I'm--
MR TAYLOR Move to publish the
deposition of Judge Anderson. Here's the original.
JUDGE BROAN: He's asking that the
deposi ti on be published.
MR BULMER |'mgoing to ask a
mechani cal question, since M. Taylor has nore
experience with this than ne.

Wien it's published, is the whole thing part of
the public record or just the portions for which he
has di scussions? Because |'ve seen it introduced
both ways. Sonetinmes you put in the whol e thing,
sometimes you only put in a portion.

JUDGE BROM: It's ny recollection that
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only the portion that's discussed is the part that
becones a part of the public record.

MR TAYLOR  However Judge Anderson's
counsel wants to handle it is fine.

JUDGE BROAN: The deposition will be
published. Only the portions referred to will be
avail abl e for public record.

MR BULMER  Thank you very nuch.
(Continuing by M. Taylor) Turn to page 22 of your
deposi tion, please.

(Wtness conplies.)
Line 6. W were discussing Exhibit 61, weren't we,
and | asked you, referring to what is now Exhibit 61,
| said, "Up at the top, it says Pacific Lanes
purchase price adjustnments per discussions with G ant
Anderson and Bill Hamilton," just as it appears at
the top of 61, correct?
That's what it says, yes.
And you said, "Yes, | see that." And | said, "Dd
you have any such discussions after January 1, 1993?"
"ANSWER | don't believe so, not to ny
know edge.
"QUESTION: Is it your recollection that the
deductions reflected herein took place prior to
Decenber 31st, 19927?
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M/ question is: Do you want to change that
testinmony to say that you had discussions after
Decenber 31st, 1992, or are you standing on your
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deposition testinony?

It depends on how you interpret this testinmony, sir.
When it says the discussions, yes, and you gave ne
the heading, but it says up here, "Need to adjust for
cash flow from Septenber 1 to Decenber 31.°

That's -- and all of those positions have
been di scussed, and those are all in place prior to
Decenber 31st 1992. After Decenber 31st, 1992,
merely talked -- and | have no independent

recol |l ection of conversations, but there would have
been verification of those facts with the accountant
or M. Fisher or M. lverson, is probably all that
can think of.

In fact, you net with all three of those gentlenen,
Hami | ton, lverson and Fi sher, on the sanme day, didn't
you, about the purchase price adjustnment?

I have no independent recollection of such a neeting
Why don't you take a | ook at Exhibit 100, please
(Wtness conplies.)

Turn to page 7, please

(Wtness conplies.)
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Do you see the top entry is March 9, 1993?

Yes.

And under "Time Keeper" there, that's Time Keeper 3,
and you recall fromyour law firmthat that was

M. Fisher?

This is a different lawfirm so | don't -- after
left, the firmsplit into tw different law firns, so
I"'mnot sure in this -- after January 1, I'mnot sure

who was what tine keeper
MR BULMER We'Il| stipulate on the

record that No. 3 was M. Fisher at that tine.
Ckay.
So we see an entry there, March 9th of 1993, it says
M. Fisher's time entry: Meeting with G ant
Anderson, Bill Hamlton and Kevin |verson

Was there any business that you were conducting
with all three of those gentlenen at that tine other
than the adjustnment of the purchase price?
I have no independent recollection of that neeting.
But if | were there, it would have been to verify the
facts of the -- or earlier said about "Need to adjust
for cash flow from Septenber 1 to Decenber 31," and
that woul d have been to give the history, if that's
it, or verify the history or what M. Fisher knew or
under st ood.
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So you were there to provide input to M. Fisher in
his role as trustee by then, right?
If | was there, and | assune that | was if this was
said -- as | indicated, | have no independent
recol l ection of it, but I'massumng | was because of
the tine entry that he put down, that he fully
under stood the transacti on, he had the know edge that
he had from observing the alley operation and nmaybe
Surfside and the other things before, anything to do
with the trust and the trust assets, and | woul d have
been there to verify and nake sure that he did not
have any m sunder st andi ngs.
Vell, M. Fisher -- let me back up for a mnute.

By this time, by January, in fact, the assets of
the estate had gone into a trust?
Yes.
You nade M. Fisher the trustee?
Yes.
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M. Fisher --

Actual ly, the court nade M. Fisher the trustee, |
bel i eve.

You petitioned the court?

Yes.
M. Fisher had not been involved in negotiating the
bowl i ng-al | ey-operation sale to Bill Hanilton, had
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he?

Directly invol ved, no.

Ckay. And he had no know edge about the specifics of
the transaction other than what you told him
correct?

You'll have to ask himthat. | frankly don't -- he
knew what | told him but he also was in the office
when this was taking place. He nmay have observed it,
he may have anticipated, because it was antici pated
he would be trustee when | left, and |'mnot sure
what he observed, what he saw or what he knew.

And I'mjust being honest with you. | don't
know.

During the course of the negotiations, you never sat
down and briefed him for exanple?

I talked to himabout a lot of things during that
transition period about this, about Surfside, about
the bowing alley, about other clients that were
going. | was winding up a practice of 25 years, and
this was not the only client, and | was splitting
files to a nunber of different folks.

And | do not have any independent recollection
of how much | nay have told himor how nmuch
specifically about what, but it was not |ike he
wal ked in cold on January 1st, or whatever it was,
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and said, "Here | am | have no idea what's going
on."

Wll, isn't it pretty close to that, Your Honor?
Huh?

Wasn't it pretty close to that, Your Honor?

I don't think so.

You' ve read M. Fisher's deposition testinony?

I did, yes.

When he said he just picked up the case and he didn't
know anyt hi ng about it, do you agree or disagree with
t hat ?

Well, you'll have to show ne where he says that. |
don't know that. | think, in ny estination, he knew
nore about it or knew some about it. How nuch, |
don't know.

Wiet her the meeting took place on March 9th, as is

docunented in the billing files of M. Fisher's firm
or nmaybe a little earlier or maybe even a little
later, | understood you to say that you were at that

nmeeting to verify what Fisher was being told about
t hi ngs.

MR BULMER njection. | think that
m scharacterizes his testinmony. He very carefully
said he didn't know whether he was there and if he
was there, then that's what happened.
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JUDCGE BROAWN:  Overrul ed.
There woul d have been, and again | have no
i ndependent recollection, there was an adj ust nent
bei ng nade by the accountant, as | now understand,
and | woul d have been there to perhaps see that every
assunption that the accountant nade of naking those
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adj ustments was at | east accurate as M. Fisher

under stood them and as | woul d have understood them
So you were there to nmake sure that what the
accountant did was consistent with your deal with
Hami | ton?

I woul d believe so.

And you were giving M. Fisher input on that, saying
"Yes, this is consistent with ny deal with Ham|lton"?
I don't remenber that | said anything, but |

probably -- if anything woul d have been inconsistent,
I woul d have so advi sed

Ckay. Did you ever tell M. Fisher at any tine that
M. Hamlton's conpany, the conpany that was buying
the bowing alley, the conpany that was the
beneficiary of the price-reduction agreenent, did you
tell Trustee Fisher in these discussions that

M. Hamilton's conpany was neking your car paynments?
Vell, the answer is | did not know that

M. Hamilton's conpany was naking the car paynents,
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Did you tell himM. Hamlton was neking your car
paynent s?

No, | did not.

Did you tell himanybody affiliated with Pacific
Recreati on was maki ng your car payments?

No, | did not.

And that was because you had decided that was in your
words, quote, "nobody's business"?

That woul d have been part of it, and at that juncture
I was -- inny mind, | had turned it over to

M. Fisher. He was the trustee; he nade all the
decisions in the negotiations relative to what was
going on. | was out of there. | was going on the
bench, and | was not an active participant.

Now, in addition to not telling Trustee Fisher, you
didn't tell the beneficiaries of the trust that you
were getting paynents fromthe other side of the
transaction, did you?

No, | did not.

And MIlie Hoffrman, M. Hoffnan's ex-wi fe, your
client's ex-wife, she was one of the beneficiaries?
Yes.

And the reason you didn't tell her is because you
wanted to, quote, "keep her happy and pl acated"?
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MIlie was, |'mnot sure, getting very elderly, naybe
borderline on senile. Yes, | wanted to keep her
happy.

And pl acat ed?

"Placated" maybe is a word | used, mght be accurate

I never had much conversation with MIlie at all

Vll, if there's any doubt, Your Honor, why don't you
take a | ook at page 33 of your deposition

(Wtness conplies.)

Line 11, you say you wanted to keep her happy and

pl acat ed?

Yes.

That was your word?

That was my word.

Ckay. Now, you say she was getting a little elderly?
She was el derly.

But she had a | awyer, didn't she?

At sone point down the line, she did have a | awer

I can't renenber when she had one, but, yes, she did

And that |awyer was witing letters to you about how
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the estate was bei ng handl ed?

No. Wien you say "how the estate was being handl ed, "
there --

Let ne rephrase that.

Ckay.
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Was the lawyer witing -- strike that.

Was the | awyer correspondi ng with you about the
estate?
The only recollection | have of a | awer
corresponding with me was wanting at some point, and
I cannot tell you when, a |awer wote me a letter
because she wanted nmonies fromthe estate.
How nuch a nmonth did she want fromthe estate?
I don't know. | don't know that any anount ever cane
up.
Did you tell her |lawer -- because she was senile,
this beneficiary of the estate, did you tell her
|l awyer instead, "Bill Hanilton is naking paynents for
me at $800 a nonth"?
No. The estate had closed by then. There was a
trust in effect, and that trust was for her benefit.
M. Fisher handled that. Any correspondence | woul d
have had with a | awyer woul d have been a substanti al
period of tine before that, | believe. | never had
any, no lawyer that | recall, after January 1st.
Did you ever tell MIlie Hoffman, the beneficiary of
this --
To ny know edge |'ve never seen Billy Hoffman in ny
life. He was gone.
Did you ever tell MIlie Hoffnan's attorney --
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Ch, | thought you said Billy. |'msorry.
No, |'msorry.

Did you ever tell MIlie Hoffman's attorneys
that Pacific Recreation, Bill Hamlton's conpany, was

maki ng paynents on your behal f of $800 a nonth?

No, | did not.

Now, in the fall of 1993, M. Ham lton's conpany,
Paci fic Recreation Enterprises, bought the real
estate from Hof f man- St evenson that housed the bow ing
all ey?

Yes.

You were still president of Hoffnman-Stevenson then?
Yes.

You signed the closing papers on behal f of

Hof f man- St evenson?

Yes.

And do you recall there were sone structural issues
that canme up in the course of discussions about the
deal ?

When do | recall that?

During the period when there were negotiati ons about
the sale of the bowing alley building to Pacific
Recreati on.

I was not involved in those discussions.

Didn't you and M. Fisher have discussions about
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structural issues relating to the bowing alley?
Not that | recall.
Didn't M. Fisher ask you specifically about
structural issues during the period when the sal e of
the buil ding was bei ng negoti at ed?

MR BULMER Is this in 1993?

MR TAYLOR  Yes, fall of 1993.
I have no recollection, and | can't sit here and tell
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you that he did not informne of what was going on or
that there were structural problems with the bow ing
all ey, but I have no recollection of any conversation
wi th himabout those structural problens.

Take a | ook at Exhibits 31 and 32 and 33.

(Wtness conplies.)

These are sone of the closing papers that were signed
when Bill Hamlton's conpany, Pacific Recreation,
bought the buil ding from Hof f man- St evenson?

Yes.

You signed off on behal f of Pacific Lanes?

Yes.

As president of Pacific Lanes?

Yes.

Ckay. Did you ever tell Trustee Fisher -- Trustee

Fi sher had to approve of this deal, didn't he?
Trustee Fisher negotiated the deal.
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Ckay. Did you ever tell Trustee Fisher by this
point, fall of 1993, that Pacific Recreation or Bill
Ham | ton was naki ng your car paynents?
Not to ny know edge.
And, again, that was because you didn't think it was
anybody' s busi ness?
He was the trustee. He was naking all the deals. |
was out of there, except when he came to nme and he
explained to ne, "This is what we did, and will you
sign these, please? You're still president,
unfortunately,” and | said, "Ckay."
Now, did you say anything to himabout the fact that
the price he was going to pay for the bowing alley
buil ding was | ower than the price you and Ham | ton
had negotiated back in Decenber of '92 for the price
of the buil dings?

MR BULMER  njection. Lack of
f oundat i on.

JUDGE BROMN:  Overrul ed.
I don't knowthat -- | nean, it was apparent he knew
what the transaction was back in '92 and he knew what
the Pacific Lanes price was. He also knew what the

option price was. | don't know that | sat down and
did the mechanics or the math for himand said that
it is less than. | assune that he's a conpetent
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counsel who can cal cul ate where he's com ng from and
what he's doi ng when he nakes a transaction.

Now, you didn't tell M. Fisher about the car
payments. Did M. Fisher tell you that Bill HamIton
was payi ng him$15,000 in this final closing?

No, he did not.

Did you learn that later?

Yes.

When did you | earn that?

I can't tell you. Someplace down the line in these
transacti ons.

Ckay. Do you know why Bill Hamlton, the buyer, paid
the seller's |lawer $15, 0007?

I had nothing to do with the transaction.

Ckay. By May of 1995, M. Hamilton -- or, I'msorry,
by the spring of 1995, Bill Hamilton came to you and
said, "I don't want to nake anynore |oan paynents,"
right?

Yes.

But then he went ahead and nade the final paynent,
didn't he?

Yes.



23 Q That final paynent was a |lunp sumof, what, $8, 000
24 and change?

25 A G ve or take change, yes.
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1 Q Wiy di d he nake the paynment after he told you he

2 wasn't going to nake the paynents?

3 A Wien he told me that, it was right near the end of

4 May. | was just leaving. It was a Menorial Day

5 week, not weekend but week, and | can't remenber

6 which side of it it was. | was just leaving to go to
7 Arizona. | have a brother who has a place in

8 Ari zona.

9 And it was when -- ny recollection is that just
10 prior to ny going is when he said, "Gant, |'mnot

11 going to make them anynore," and | said, "Ckay. Wen
12 I get back, I'Il take care of it." And when | got

13 back, he said -- because whether | told himor

14 said, "I'll take care of it or I'Il pay it off," |

15 did intend to pay it off. And | left, and when

16 cane back he said, "I paidit.”

17 Q Was that a surprise?

18 A Probably. But, | nean, was it a super surprise? Not
19 really. | nean, did | anticipate that, did | ask him
20 todoit? No. But he said he did it.
21 Q You paid himback this $8,0007?
22 A Yes.
23 Q Did you wite hima check?
24 A No
25 Q Did you give hima note?
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1 A No

2 Q What did you give hin?

3 A Cash.

4 Q What bills?

5 A Probably nostly fifties and hundreds, nostly

6 hundr eds.

7 Q Get a receipt?

8 A No

9 Q Did you ever see anything in Bill Hamilton's records
10 that says he got this noney?

11 A No. | have never seen Bill Ham lton's records

12 Q Paci fic Recreation's records that were produced in
13 this lawsuit, did you see anything there that says
14 they got this noney?

15 A No, | did not.

16 Q Do you have any docunents at all that corroborate

17 this $8,000 i n cash bei ng exchanged?

18 A He paid ny note, ny car was paid off, | paid him

19 Q Were the bills old or new or runpled or crisp?

20 A Both. | don't renenber.

21 Q Wl l, do you renmenber what they |ooked like, or are
22 you specul ating?

23 A Vll, it was sonme -- did | go through then? No. Do
24 I carry cash? Yes. You know, these days if you go
25 to the bank, you get nice new crisp ones because they
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1 l ook l'ike funny noney. The ol der ones tended to

2 be -- which are probably in the transition, | don't
3 know.

4 Q Wll, these bills didn't ook like they'd been

5 stashed in a sock somewhere for several years, did
6 t hey?

7 A They were bills in an envel ope

8 MR TAYLOR  Not hing further

9 MR BULMER W reserve our exam nation
10 of the judge until our part of the case
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JUDGE BROAN: Al right.

12 MR TAYLOR  Conmi ssion counsel wll call

13 WIlliamHanmlton at this point.

14

15 WLLI AM HAM LTON, being first duly sworn to
tell the truth, the whole

16 truth and nothing but the
truth, testified as follows:

17

18 DI RECT EXAM NATI ON

19 BY MR TAYLOR

20 Q CGood afternoon, M. Hamilton. You're a busi nessman?

21 A That's correct.

22 Q Bought and sold a nunber of businesses over the

23 years?

24 A Bought a few.

25 Q Sold a few?

FOOT OF PACE 126

1 A Not very many.

2 Q What ki nd of businesses do you think you' ve sold over

3 the years?

4 A Ch, 1've sold some commercial banks that |'ve been

5 involved in as the chief executive.

6 Q Q her kinds of busi nesses?

7 A QO her businesses, | believe as they've term nated,

8 I"ve just closed themdown. | don't recall anything

9 speci fic about selling any of the businesses.

10 Q How about buyi ng busi nesses fromtine to time over

11 the years?

12 A I bought a few busi nesses.

13 Q Is it fair to say that you' ve been involved in a

14 nunber of commercial transactions over the years?

15 A Yes.

16 Q Ckay. Becone friends with any of the people you were

17 dealing with in those deal s?

18 A Yes.

19 Q In any of those transactions, did you ever buy a car

20 for someone who was on the other side of the deal ?

21 A No, M. Tayl or.

22 Q Did you ever nmake any gifts with a value of $30, 000

23 to someone on the other side of a deal ?

24 A No.

25 Q $20, 000?

FOOT OF PACE 127

1 A I'"ve made gifts, many gifts, in nmy past to people

2 that 1've been associated with, not necessarily that

3 I purchased busi nesses fromthem

4 Q I'"mjust focusing on people that you had a

5 buyer/seller or a seller/buyer relationship. Wat

6 I'masking is, did you ever make a gift of $10,000 to

7 soneone who was on the other side of a transaction to

8 you?

9 A Where | what ?

10 Q I'msorry?

11 A What was the question?

12 Q Did you ever nake a gift of 10,000 or 15,000 to

13 someone who was on the other side of a transaction

14 with you while the transacti on was pendi ng?

15 A No.

16 Q Turn to Exhibit 20, please.

17 A (Wtness conplies.)

18 Q Is that your handwiting in the upper |eft-hand

19 corner?

20 A It appears to be.

21 Q Is there any doubt in your m nd?

22 A I don't think so.



It says "Draft"?
That's correct.
What was Exhi bit 207
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Wl |, Exhibit 20 appears to be a photocopy of the
original purchase and business acquisition and | ease
agr eement .

This was the first deal you signed w th Judge
Anderson to purchase the bow ing alley operation?
That's correct.

And it was going to be purchased on your behalf by a
corporation to be fornmed?

That's correct.

Under this agreenent, you were going to pay 50, 000
cash at close and sign a note for 250, 000?

That's part of the agreenent

Ckay. And the agreenent was supposed to cl ose, what,
five days | ater, Septenber 17?

Can you refer ne to what part of the agreenent you're
referring to?

Yeah. Page 3, paragraph 13(d).

Yes. "This matter shall be cl osed as soon as
reasonably possible, but no |later than Septenber 1."
Now, this agreenment was contingent on you obtaining a
I'iquor I|icense?

| believe so

And it was contingent upon your obtaining a ganbling
i cense?

| believe so
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Did you submt, between August 26th and Septenber 1
five days later, did you subnit any ganbling |icense
applications to the state of Washi ngton?

No, | didn't.

Now, does this agreenent say anything about you bei ng
entitled to the profits of the bowing alley from
Septenber 1, 1992, forward, even if it doesn't close

that day?
Vell, | don't think it even talks about if it doesn't
close. It says very clearly that, "The transaction

will close not later than Septenber 1st," so that
would inmply to nme, and it was ny intent, and the
intent of the transaction, that | would receive the
cash flow from Sept enber 1st on.

Even if it didn't close?

Wl |, that was ny understandi ng, yes

Was that a verbal agreenment or a side agreenent you
had wi th Judge Anderson?

Not necessarily. |t was an understanding of the dea
that we had struck.

The under st andi ng being that you woul d get the
profits whether it closed or not?

The profits or the | osses; that the transaction would
cl ose effective Septenber 1st, 1992.

Ckay. That's not what the agreement says, is it?
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It's what it says to ne, sir

Can you point us to where it says --

Ri ght there.

-- effective --

"The matter shall close as soon as reasonably
possi bl e, but not |ater than Septenber 1st, 1992."
Did you pay any noney on Septenber 1, 1992?

I know | didn't.

You see the | ast paragraph, paragraph 14, where it
says, "There are no verbal or other agreenents that
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modi fy or affect this agreenent.” WAs that true?

I don't know that | read that agreenent, that

par agr aph.

Vel l, I'mnot asking whether you read it. W'IlIl get
tothat. Was it a true statenent?

"There are no verbal or other agreenents which nodify
or affect this agreement"? There was an

under st andi ng on ny part.

I's that something you had di scussed wi th Judge

Ander son?

I believe so.

Ckay.

The whol e transacti on was -- ny purchase price and
everything was contingent on taking over effective
Sept enber 1st, which was the begi nning of the bow ing
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Q

season.
So that was a verbal agreenent you had?
An under st andi ng.
A verbal under st andi ng?
An under st andi ng.
Well, was it an understandi ng you and Judge Anderson
had reached?
It was an understanding | had reached.
Ckay.
I can't say what he reached.
Vel l, after September 1, 1992 -- strike that.

I's there any question the deal did not close on
Sept enber 1, 19927
No question in nmy m nd.
Ckay. And it did not close?
C osing neans many things. The transaction
monetarily did not close. | did, in fact, take over
t he managenent as his agent on Septenber 1st, 1992.
Ckay. W'll get to that in just a minute.

As of Septenber 1, 1992, Hoff man-Stevenson owned
the bow ing alley building?
Hof f man- St evenson, | ncorporated, owned the real
estate, yes, and sone of the equipnent.
D d your conpany, Pacific Recreation, pay any rent to
Hof f man- St evenson i n Sept enber of 199272
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Al of the proceeds of the operation of the bowing
alley remained in the accounts of Pacific Lanes,

I ncorporated, to the best of ny know edge, from
Sept enber 1st, 1992, through Decenber 31st, 1992.
Again, nmy questionis, sir, and it's a sinple one:
Did you wite a check for rent -- and when | say
"you," Pacific Recreation -- wite a check for rent
to Hof f man- St evenson in Septenber 199272

No, sir, | didn't.

Did you pay himcash?

No, sir.
Cct ober / Novenber - -
No, sir.

-- did Pacific Recreation pay rent to
Hof f man- St evenson?

No, sir.
Decenber ?
No

Started payi ng rent when, January?

I'"mnot sure.

Coul d have been later?

Coul d have been.

In Septenber of 1992, did Pacific Recreation pay any
sal ari es of anybody who worked at the bowing alley?
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My corporation did not take active managenment of the
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corporation until January 1st, 1993.

So you didn't pay any salaries in Septenber/Cctober
19927

Paci fic Recreation did not pay salaries.

And you personally didn't pay sal aries?

No, | did not.

Cct ober/ Novenber, did Pacific Recreation pay the

sal ari es of anybody who worked at the bow ing alley?
No, they didn't.

D d you?

No.

Pacific Recreation during this whole tine period --
we'll just talk about fall, being Septenber, Cctober,
Novenber, Decenber -- did Pacific Recreation pay any
electric bills?

No, they didn't.

Gas bills?

No, they didn't.

D d you personal |l y?

No, | didn't.
Payrol | taxes?
No

B & O taxes?
Not that | know of.
From Sept enber through Decenber 1992, did Pacific
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Recreation pay even a penny towards the operation of
the bowing alley, Pacific Lanes?
Paci fic Recreation Enterprises, Incorporated, was a

corporation that was formed. |t was processing
licenses; it was paying licensing fees; it was paying
city licenses; establishing ganbling |icenses, |iquor

licenses, and in fact did not take over in its own
account for its own behal f any of the management, any
of the expenses of Pacific Lanes during any time

bef ore January 1st, 1993.

So is the answer to ny question that during the fall
of 1992, Pacific Recreation didn't pay a penny of
anything to do with the operation of the bow ing

all ey?

Yes. It paid the hundred thousand dollars to Pacific
Lanes in Decenber of 1992.

Put aside the noney that was paid at closing. Is it

correct that Pacific Recreation didn't pay a penny
towards the operation of the bowing alley in the
fall of 1992?

That's correct.

Now, in your deposition you told us that prior to the
cl ose, you personally were putting your personal
funds into Pacific Lanes' bank account during the
fall of 1992; do you recall that?
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Not specifically. Do you want to refer me to where
you woul d be tal ki ng about that?
Yes.

MR TAYLOR  Your Honor, | would nmove to
publish, and would it be okay to use the M nu-script
versions for the witness to | ook at?

MR BULMER O course. Wiatever is the
easi est.

MR TAYLOR May | approach the w tness,
Your Honor ?

JUDGE BROAN:  Fine. The deposition of
WIlliamHam lton will be published.



13
14
15
16
17
18
19
20
21
22
23
24
25

>

O >0 >0

Proceed.
(Continuing by M. Taylor) Turn to page 41, line 20,
pl ease.
I"'mnot sure | know how to work this thing, but ']l
try.
Are we tal king about the original one or
Vol ure |1?
Vol ume |, please, January 21.
Page 417
Page 41, line 20.
Li ne 20. Ckay.
Does that refresh your recollection that you told us
that you were putting your personal funds into the
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bank account of Pacific Lanes during the fall of
1992?
If 1"mlooking at the right thing, page 20 said,
"Just trying to clean things up."
Page 41.
That's what |'ve got, | think, is page 41. Ch, you
gave ne Grant Anderson's deposition.
I'"'msorry. That's ny fault.
Al of this is Gant Anderson's deposition.
MR BULMER  That might explainit.
Let ne try this again, M. Hanmlton.
January 21, 1997, version.
Ckay.
Page 41, line 20, does that refresh your recollection
that you testified that you were putting your
personal funds into the bank account of Pacific Lanes
during the fall of 1992?

Wll, let ne find the question, | guess. Were does
the question begin?
Wll, I'"'mnot sure the answer and the question were

necessarily that correl ated.

The question begins on page 40, line 24.
"Let me ask it this way. Tentative purchase price
adj ust ment $131, 137. Was that an increase in the
purchase price or a decrease?" And ny answer begins
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online 2. "It didn't have anything to do with --"
M. Hamlton, you don't need to read it all right
Now.

Vll, | mght need to to refresh nmy menory.
Pl ease, go ahead.
Al right.

(PAUSE I N PROCEEDI NGS WHI LE
W TNESS REVI EN6 DOCUMENT. )
Ckay. What was the question?
Do you recall testifying that you took over
managenent on an agreenment and started throw ng your
money into the account of Pacific Lanes,
I ncorporated; do you see that?
That's what | said.
That wasn't true, was it?
Yes, it was.
You were putting personal funds into the bank account
of Pacific Lanes?
It says before that that we would cl ose by
Sept enber 30 -- excuse me, August 30, for possession
Sept enber 1.
It was ny understanding and ny agreenment with
G ant Anderson and the estate that | woul d take
possession of the bowing alley Septenber 1st, 1992.
Al of the funds generated through that operation

FOOT OF PAGE 138
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fromthat tine forward woul d be mne, would be the
property of ny corporation when the deal ultinmately
cl osed.

It didn't really make any difference whether it
cl osed Septenber 1st or six nonths later. It was ny
understandi ng that all of the noney that went through
there which was part of the purchase price would be
mne. The sane as if it had | ost noney, | would have
suffered the loss. If it had nade noney, | would
have nade the noney. So all of the noney in there,
presuned was m ne.

That was the basis of that statenent.

So when you testified that you started throw ng your
own noney into the account of Pacific Lanes, Inc.
you didn't mean you were personally financing the
corporation at that point?

No. It's not necessary to finance the corporation at
that point.

Now, you also told us in that deposition that in this
sane time period you personally, Bill Hanilton, spent

$100, 000 on the facility from Septenber to Cctober
1992. That wasn't true, was it?

Again, you want to refer ne to where | said that?
Let's see. Page 43, line 14.

"Let ne back up. W have got the adjustnents
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described in Exhibit 5."
Do you see where it says:
"Separate and apart fromthose, you were making
capital expenditures on the facility?
"ANSWER On the facility, that's correct.
"QUESTION:  Those were before it cl osed?
"ANSWER: By ny best recollection, yes.
"QUESTION:  How rmuch?
"ANSWER:  Six figures, but | can't tell you
exactly how nuch."
That wasn't true, was it?
Sir, we're tal king about a deposition that was taken
in January 1997 about events that happened sone five
years prior to that. It was difficult for me to
recall. | didn't go into the deposition prepared to
answer anything other than to try to explain to you
what | thought was a m sunderstanding as to what the
transaction really was.

At that time of this deposition, | couldn't tel
you when | started putting noney in that account. |
do know that shortly after, now that | |ooked at ny

records, that by 1993, closely into 1993, | had
several hundred thousand dollars invested in Pacific
Lanes, so if | was off by alittle bit of time on
that, that was an error on ny part.
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Now, as | understand it, you were the nanager of the
bow i ng alley; you were managi ng the bowing alley
operation from Septenber 1 forward?

No, | was not the active manager of the bow ing

al | ey.

Were you nanagi ng the bow ing alley?

I was overseeing the operations of the corporation
that enpl oyed peopl e to manage the day-to-day
operations of the bowing alley.

That was Pacific Recreation, your company, that was
buyi ng this business and got the benefit of the
profits. Was it even licensed to do business in the
city of Taconm at this tinme?

I believe the corporation becane |icensed to do



15
16
17
18
19
20
21
22
23
24
25

>0 >0

business in the city in Novenber of 1992, but | as an
i ndi vi dual was operating with the perm ssion of G ant
Anderson as the personal representative of the estate
and the president of the corporation to oversee the
day-to-day operations and oversee the people that
were operating the day-to-day operation of Pacific
Lanes.

Now, those peopl e are Jacki e Pagni ?

That's correct. She was one of the enpl oyees.

She had been there forever, hadn't she?

Vell, | don't know about forever. She had been there
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a nunber of years.
d ear back when M. Hoffrman was alive and he was
runni ng the bow ing alley?
Yes.
Who knew nore about the bow ing alley business at
that point, you or Ms. Pagni?
Ms. Pagni was very capabl e of running the day-to-day
operation of the bowing alley.
Ckay. Now, you weren't at the bowling alley on a
day-to-day basis, were you?
I was there quite often during that period of tine.
Coupl e times a weeks max?
No, not necessarily. |t could have been daily
sonetines, sonetimes three, four tines a week. |
woul d say | was there al nost every day for some
period of tine.
Wiy don't you take a | ook at page 113 of your
deposi tion.
(Wtness conplies.)
"QUESTION: How many tines would you estinate that
you nmet with the day-to-day nanagenent of the bow ing
alley during the tine period Septenber 1, 1992,
through the end of Decenber 1992?

" ANSVEER - - "
Excuse ne, counsel. Are we going to the second
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deposi ti on now?

Yes. |'msorry.

Ch, all right.

Page 113, line 5.

I was going to say | ran out at 108.
Do you have line 5 there, page 1137
Yes.

Ckay. You see | asked you:

"How many times would you estinmate that you net
with the day-to-day nanagenent of the bow ing alley
during the tine period Septenber 1, 1992, through the
end of Decenber 19927

"ANSWER: A couple of tines a week probably on
aver age. "

Do you want to change that now?

MR BULMER (nbjection. Request the
entire answer be read.

MR TAYLOR  Sure.
(Continuing by M. Taylor) "A couple times a week
probably on average. | was in and out of the
facility at least that often.”

Was it nore than a couple tinmes a week?

Sir, again we're tal ki ng about sonething that
happened five years previous to that, and | testified
just a nonent ago that | was in and out of there
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quite often, sonetimes daily. | see no inconsistency
with the second hal f of that, which says | was in and
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out of the facility at |east that often

Wthout neeting with the day-to-day managemnent ?
Coul d be.

Weren't you neeting with themon an irregul ar basis?
I was neeting with them-- whenever | was in there,
was tal king with the day-to-day managenent. That was
the purpose of being in there

Wiul d you agree that your neetings with day-to-day
managenent were only irregul ar?

I woul d agree that what | said was what | said. |
would be in there a couple tines a week probably on

average. | was in and out of the facility at |east
that often.

Let ne read you sonething and you tell ne if you
agree or disagree withit. "I net with the

day-to-day managenment on an irregular basis to
determne the needs, if any, they mght have for
information or services that | could provide."

True statenent?
Agai n, where are you reading fron®
112, line 20
"I nmet with the day-to-day nanagenent on an irregular
basis to determine the needs if any that they m ght
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have for information or services that | could provide
while | was going through the application process and
approval process with the ganbling conmi ssion and the
l'i quor board."

That's correct.
True statenent?
True statenent.
Irregul ar basis?
Irregul ar can nean any nunber of things.
What did you nmean?

Irregularly. | didn't goin at 8 o' clock every
morning. | didn't go in at 8 o' clock every other
morning. | went in whenever | found time to get over
there. | was permanently enployed at the tine, and

went over there al nost every day; at |east a couple
of times a week.

Wiich do you think it was, or do you know?

I don't know. | couldn't tell you how often | go
over there right now | operate it the sane way
today as | did then, sir.

As manager, kind of overall manager over the
day-to-day nanagenent, | assunme you were working with
the checkbook of Pacific Lanes to make sure
everything was going right?

No, sir. | never |ooked at the checkbook. Stil
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don't. Don't sign on the checking account, but | own
100 percent of it.

Now, Pacific Lanes was paying |egal fees during this
period, witing checks every nonth for |egal fees.
What were those fees for?

I didn't know they were paying | egal fees during that
period of tine.

Wl |, as nanager of the bowing alley, isn't that
sonet hi ng you needed to know?

Not necessarily.

Did you know - -

I never | ooked at the checkbook, | said, M. Taylor.
Ckay. As manager, did you nake any purchases from

i quor vendors?

| beg your pardon?

As manager, were you naki ng the purchases fromthe
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local liquor distributors?

No. | didn't have anything to do with the day-to-day
managenent, picking up the liquor, buying the
suppl i es, making the payroll, and ever since 1993,
when Pacific Recreation took over, | still have never
done that.

How about pull tabs; were you responsible for the
pul | -tab operation?
No nmore than | am now.

FOOT OF PAGE 146

©oO~NOOOLSWNPRF

Q

>0 >

>0

In fact, back then you couldn't be involved in pul
tabs because you didn't have a license; is that
right?

Paci fic Recreation Enterprises didn't have a |license
to operate the pull tabs, correct.

And you, Bill Hamlton, hadn't gone through a
crimnal background check to enable you as an

i ndividual to be working with a ganbling business,
had you, by that point?

No, | hadn't.

Ckay.

M/ invol venent, M. Taylor, was at the corporate or
what | considered to be the fiscal |evel, the
operation of the facility, not the operation of the
day-to-day management. | wouldn't know how to |load a
pul |l -tab game today.

Were you hiring enpl oyees and firing enpl oyees?

No. That was left up to the day-to-day managenent,
Ms. Pagni .

Ckay. Now, do | understand correctly that you
believe you're entitled to -- part of the reason you
believe you're entitled to those hundred thousand or
so in profits is because you were the nmanager or the
super manager or whatever it was of the bowing alley
during this period?
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No. |I'mentitled to the cash flow fromthe operation
of the bowing alley because that was part of the
deal. That was what | was buying for $300, 000

How much was Ms. Pagni getting paid to be the nanager
of the bowing alley?

I don't recall
You were the nanager, weren't you?
I was the manager? | was the overall supervisor of

the corporation

But you can't tell us how nuch you were paying the
manager ?

Can't tell you what | was payi ng then any enpl oyee or
what they are being paid now M son is the genera
manager there now and he takes care of the salaries
of everyone.

Way don't we turn to Exhibit 21, please

(Wtness conplies.)

Now, what is Exhibit 21?

It is a cleaned-up version of Exhibit 20.

Ckay. And you needed Exhibit 21 because Exhibit 20
had | apsed?

No. W needed Exhibit 21 because the requirements of
the liquor and ganbling people were that the |icensee
by nane had to have their name on the purchase
agreenent, and Exhibit 20 says that the purchaser
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will be WIlliamHam |Iton for a corporation to be
formed. And Exhibit 21 says that the purchaser will
be Pacific Recreation Enterprises, because the
corporation had been fornmed.



5 Q Now, prior to Septenber 19th, 1992, you hadn't yet
6 made any effort to get licenses for Pacific

7 Recreati on or anybody else fromthe |iquor and

8 ganbl i ng commi ssi ons?

9 A Prior to what date?

10 Q Sept enber 19t h.

11 A Yes. 1'd been to visit the liquor and the ganbling
12 conmi ssion in August, had picked up the forns

13 necessary, had given themto ny agents to prepare the
14 forms, and they were subsequently subnitted on, |
15 bel i eve, Septenber 29th.

16 Q Ckay. So prior to Septenber 19th, no applications
17 for licenses --

18 A Had been filed, that's correct.

19 Q Ckay. After Septenmber 19th, it wasn't until a couple
20 of weeks later that you applied for the |icenses?
21 A That | sent the noney in or took the noney down to
22 A ynpi a and delivered the applications, that's

23 correct, on Septenber 29th.

24 Q Take a |l ook at Exhibit 3, please.

25 A (Wtness conplies.)

FOOT OF PACE 149

1 Q This is a license application you submtted to the
2 Washi ngton State Ganbling Conmi ssi on?

3 A It appears to be.

4 Q WIIl you look at the l|ast page, please? |'msorry,
5 page 4, second-to-the-|ast page.

6 A Ckay.

7 Q Your signature?

8 A That's ny signature.

9 Q Sept enber 29th, 19927

10 A That's nmy handwriting.

11 Q Ri ght above that, "...information submtted is true,
12 accurate, and conplete...," to the best of your

13 know edge?

14 A That's correct.

15 Q And you believed that was true, didn't you?

16 A I believed that was true.

17 Q Take a | ook at page 3, please.

18 A (Wtness conplies.)

19 Q Now, in block 7 that occupi es nost of page 3, we see
20 the ganbling conmm ssion was asking for various kinds
21 of information fromyou; do you see that?

22 A | see block 7. | don't know where you're going, so |
23 guess I'll wait for the question.

24 Q We'll get to where I'm going.

25 Do you see the part that says, "Subnit the
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1 foll owi ng docunments and i nfornation"?

2 A Yes, | do.

3 Q And you subnitted information?

4 A It woul d appear as though I did.

5 Q One of the things the ganbling conmi ssion wanted was,
6 "Copies of all --" looking down at box F, and there's
7 an "X" in box F -- "contractual obligations between
8 the applicant and any |licensee of the commssion. (If
9 oral, provide details.)"

10 Now, Pacific Lanes was a |icensee of the

11 conmi ssi on, we know that, don't we?

12 A Yes.

13 Q Ckay. Did you ever tell the ganbling conm ssion

14 about this understanding that you were going to be
15 getting the profits from Septenber 1 forward?

16 A I submtted an application that had the date of

17 Sept enber 1st for the closing in the beginning and

18 was told to go honme and bring back one that had the
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name of the corporation on it.

In connection with the ganbling |icense application
subnmitted Septenber 29th, 1992, and in response to,
"Copies of all contractual obligations between the
applicant and any licensee. (If oral, provide
details)," did you, in connection with that
application, tell the commssion in witing, orally
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or otherwise, "I'mentitled to the profits under this
contractual agreement from Septenber 1 forward"; did
you tell that to the comm ssion?
| don't recall, M. Taylor.
You're not saying you told that to anybody at the
conmi ssion, are you, sir?
I'"'msaying | don't recall whether | did or didn't. |
barely remenber goi ng down there
Wll, didn't you make an effort recently to refresh
your recollection about that and you went down to the
ganbl i ng commi ssion and studied the file in
connection with this case?
I went to the ganbling comm ssion and the |iquor
commission to try to find the draft agreenent that |
knew exi sted, but | couldn't find, that was witten
before Exhibit 20, that was the basis of Exhibit 20,
and ultimately found that in M. Schafer's file of ny
representation, but | did not find it at the ganbling
conmi ssion or the |iquor board

I was trying to assist you in finding documents
that woul d establish something in witing that
Sept enber 1st was the date that M. Anderson and |
had agreed to transfer control of the nonetary
resources of Pacific Lanes.
We never found that docunent, did we?
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I found the docunment in M. Schafer's file, yes.
Vel l, | assunme Judge Anderson will offer that at this
heari ng
Let's go back to Exhibit 21, please
(Wtness conplies.)
I"'msorry. Strike that. Exhibit 7
(Wtness conplies.)
This was a financial statement submitted to the state
of Washington by Pacific Recreation Enterprises?
That's correct.
And a financial statenent as of Septenber 25th, 1992?
I don't see the Septenber 25th, but -- oh, yes, | do
too, on the first page, yes.
Second page, signed by you on Septenber 29th?
It says Septenber 29th
That's the day you signed it?
Yes.
Ckay. Go back to the first page, please, under
bl ock A, "Assets."
(Wtness conplies.) | see that.
Do you see the last entry or line under "Assets" is
personal property?
Ckay.
And there's no anount listed there?
Ckay.
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Is it correct that as of Septenber 25th, 1992

Paci fic Recreation had no personal property?

Paci fic Recreation Enterprises was a corporation that
had been forned, | believe, on August 20th. Al of
these docunments that were sent into the regulators
were prepared by ny accountant at that time, M chae
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Favres, at ny request, and | signed themat the tine
I stood in front of the counter and nade ny

appl i cation.

Well, that wasn't ny question, sir. M question

was - -

Was there any personal property?

Yes.

Not that |'m aware of.

Didn't own the pins or the balls or the shoes?

Had absolutely nothing in the way of ownership that
had cl osed at Pacific Lanes since it was subject to
the 1icensing.

Ckay. Now, you say you signed this while standing at
the counter at the liquor board or ganbling board?
One or the other.

Didn't you mail it?

I don't believe so. | believe | went down there to
file these.

Vel l, you signed it on 9/29 at the counter but the
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ganbl i ng conmi ssion received it on 10/1/92.
That doesn't nean that they didn't stanp it in
anot her departnent. M recollection is that | went
to Aynpia to nake these applications.
Fai r enough.

Back to the first page, the nmiddle |line says,
"Not es recei vabl e and accounts receivable." Do you
see that?
That's correct.
You didn't list there this right that your conpany
had to get all the profits fromPacific Lanes from
Septenber 1, 1992, forward, did you?
No, sir, | didn't.
Ckay. Did you list that with the state in anything
you filed?

Dd |l list that?

Yes.

I didn't know what the value of that asset woul d have
been. It mght have been a liability, for all | knew

at the tine.

You knew the bowl ing alley had never |ost noney from
Sept enber to Decenber of any year, didn't you?

I knew that the cash flow, if it was ever going to
exist, would exist during that period of tinme.

And you knew it had never |ost noney during that

FOOT OF PACE 155

©CoOo~NOUhA~WNER

A

Q

peri od?
Not during any of the financial infornation | had
ever seen.
You didn't really anticipate that you were going to
be |1 osing money on this oral understanding, did you?
No

JUDGE BROMN:  How rmuch further woul d you
have?

MR TAYLOR |'Ill be awhile. Mght be a
good time to take a break

JUDGE BROAWN: W' I take our afternoon
break here. Ten m nutes.

( RECESS TAKEN. )

JUDGE BROMN:  We're ready to proceed

MR TAYLOR Very well. Thank you, Your
Honor
(Continuing by M. Taylor) You ultimately learned in
| ate Novenber of 1992 that your applications for
l'iquor and ganbling |icenses for Pacific Recreation
had been approved?



| believe | learned that the ganbling |icense had
been approved in Novenber. | didn't learn that the
Ii quor application had been approved until the first
part of Decenber.

Ckay. Was it -- you neverthel ess closed the
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transacti on, though, on Decenber 4th?

That's right. | remenber learning the liquor |icense
was approved on the norning of Decenber 4th and went
directly to M. Anderson's office and cl osed that
af t er noon.

And you paid, pursuant to the business acquisition
agreenent, you paid 50,000 in cash for purchasing the
bow i ng al |l ey operation?

That's correct. Pacific Recreation Enterprises drew
a check for $50,000 payable to Pacific Lanes.

You al so signed a note that day?

Signed a note fromPacific Recreation Enterprises to
Paci fic Lanes for $250, 000.

Why don't you take a | ook at Exhibit 25, please.
(Wtness conplies.)

That's a closing statenent for the transaction?

Yes, it is.

Si gned by you on Decenber 4th?

It's dated Decenber 4th, signed by ne, yes.

Ckay. Now, this explains what you were paying and
what you were getting in return? Wen | say you, |
mean Pacific Recreation Enterprises.

That's correct.

Does it say anywhere in here that you're entitled to
the profits from Septenber 1 forward?
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No, it doesn't.

Does it say anything in here that Pacific Recreation
is entitled to the profits from Septenber 1 forward?
No, it doesn't.

Does it say in here that you're entitled to the
positive cash flow from Septenber 1, 1992, forward?
No, it doesn't.

Does it say Pacific Recreation is entitled to a
positive cash flow?

No it doesn't.

Now, it references the pronissory note there for
$250, 000; do you see that?

Yes, it does.

Does it say anything about that note being adjusted
to account for the profits from Septenber through
Decenber ?

No, it doesn't.

Does it say anything about the note being reduced to
account for cash flow fromthat point forward?

No, it doesn't.

Did you ask that this closing statenent be changed to
refl ect such agreenents?

No.

Turn to Exhibit 24, please.

(Wtness conplies.)
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It's a bill of sale you received from G ant Anderson?
Seens to be.

VWll, is there any doubt about that?

No

Ckay. And it says there that you're paying $300, 000?
It says that Pacific Recreation Enterprises pays
$300, 000.

Ckay. Does this bill of sale say anything about
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reduci ng the anount of 300,000 to 200,000 to account
for profits from Septenber forward?
No, it doesn't, M. Taylor.
Does it say anything about reducing the 300,000 to
200,000 to account for cash flow?
No, it doesn't.
Does it say anything whatsoever about reducing the
price to anything | ess than $300, 000?
No, it doesn't.
Ckay. Did you ask that this be changed?
No
And if we go down to paragraph 3, we see towards the
end of the second line

"...Seller warrants to Purchaser that it,"
seller, "will pay and be responsible for al
out st andi ng i ndebt edness of PACI FI C LANES and the
operation...prior to the date of closing."
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So as | understand it, then, Pacific Lanes was
going to be responsible for all the debts of the
conpany for the period up to Decenber 4th and you
were going to get all the profits of the conpany; was
that the deal ?

M. Taylor, | don't believe the transaction is
docunented to include the understanding -- we've

tal ked about this before. The understanding was the
transacti on woul d take place as of Septenber 1st,
1992. Cash fl ow woul d be adj usted.

If I may explain, you're dealing with two people
that have known one another for now over 20 years.
I've been in a nunber of business transactions in ny
own capacity. |'ve observed tens of thousands of
transactions, |I'mcertain, in 35 years in the banking
busi ness. Not every transaction can be nenorialized
for every contingency. There was no reason to
believe that there woul d ever be a question about
this, because we have consenting adults, we have
reasonabl e people that had come to that agreenent,
so, no, no docunent on Decenber 4th reflected the
Sept enber 1st under st andi ng.

Wl |, as a banker, an experienced banker and a
vet eran banker, you understand the inportance of a
prom ssory note?
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That's correct.

And you understand the i nmportance of that note
menorializing the agreenent relating to the noney
representing that note?

That's correct.

That's critical to banks, isn't it?

Vell, we like to think so.

And any busi ness transaction?

Sur e.

Exhi bit 26, the note, you signed that?

| signed that as president of the corporation, yes.
Ckay. Does this note say anything about any
agreenment to reduce the value of the note fromits
face val ue of 250, 000?

No, and it wasn't reduced. Pacific Lanes received
$250, 000. Received $50, 000 down, which brought the
bal ance from 300 to 250. It received paynments from
me, or fromny corporation, and it received the cash
flow out of the account from Septenber 1st through
Decenber 31st.

Well, let's break that down for a second. The

300, 000, you paid $50,000, right?
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That's correct.
And Pacific Recreation did not then pay $250, 000 out
of its funds to Pacific Lanes, did it?
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Paci fic Recreation, under the terns of the agreenent
and the understanding, was to receive the cash fl ow
from Septenber 1st forward. Pacific Lanes,

I ncorporated, and the estate of the Hof fmans, or

M. Hof fman, hel ped thenselves to the cash flow to
the tune of, if | renenber correctly, $92,000. The
bal ance of that, between 92 and 250, was paid by

Paci fic Recreation Enterprises.

When you say Pacific Lanes helped itself to the
noney, what did you nean by that?

I just meant that the Pacific Lanes, |ncorporated,
checki ng account, where the noney was doniciled from
Decenber 1st through Decenber 31st, the authorized
signers on that account under the direction of the
estate, M. Anderson, withdrew that nmoney and paid
estate business as well as kept the operating

busi ness goi ng on a day-to-day basis

But inreality Pacific Recreation was supposed to be
getting that noney?

In reality, when Decenber 31st arrived, it was ny
under st andi ng that the accountant woul d determ ne the
dol | ar armount that was available after the operation
from Sept enber 1st through Decenber 31st, keeping in
m nd we cl osed on Decenber 4th, and we didn't stop on
Decenber 4th and nake any adjustnents either, even
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t hough the purchase and sal e agreenent said cl osing
will occur on the 1st of the nonth follow ng. W
didn't stop on Decenber 4th. Wen we got approval on
Decenber 4th, we didn't wait till the 1st of the
month following. W wanted to cl ose as soon as
possible. So we closed on Decenber 4th.

The accounting stayed in the account of Pacific
Lanes, Incorporated, through Decenber 31st, which was
the end of their accounting period. The accountant
was then to determ ne the proper accounting of the
funds from Septenber 1st to Decenber 31st, and | had
every expectation that someone would wite ne a
check, so there woul d have been no adjustnent. |
expected to get a check for the funds that were |eft
over in that account.

Wl l, where do we find that agreenent?

That was the understanding. That was the purpose of
the Septenber 1st closing, that there would be
positive funds under nornal circunstances |eft over
in that account.

Can you show us any docunent that provides --

That's the understanding that we had. It goes back
to the earnest noney agreenent that we referred to
before, Exhibit 20, | believe it was

And you testified, isn't it correct, that that
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agreenent accurately reflected your understandi ng of
your verbal agreements about Judge Anderson?

That the closing would take place as of

Sept enber 1st, yes.

Vll, that's not what Exhibit 20 says, does it?

That was ny understanding of the agreenment. That was
the i npetus of the agreenent.

Going back to this, so we all understand, 50,000 in
cash paid by Pacific Recreation, wote a check. The
250, 000, the payment of that, was handl ed by giving
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you credit for noney that had been earned by Pacific
Recreation from Septenber to Cctober, right?

No. The payment of that was established by the funds
that were in the account kept by the estate fromthe
operation of the bowing alley in the account of

Paci fic Lanes, |ncorporated, from Septenber 1st to
Decenber 31st.

That's cash that had accrued prior to close on
Decenber 4th?

That's cash that accrued prior to close and after
close, fromprior to Decenber 4th and from

Decenber 4th to Decenber 31st.

And the note, then, was reduced by the anmount of cash
that had been accrued by Pacific Lanes from Septenber
t hrough Decenber 4th?

FOOT OF PACE 164

O~NO O WNPRE

15
16
17
18
19
20
21
22
23
24
25

A

Q
A

That had been accrued in the Pacific Lanes account,
that's correct.
And had been earned by Pacific Lanes?
Earned by the Pacific Lanes operation. |'mnot
certain that the semantics of the corporation, that
it had been earned by the operation of Pacific Lanes
the busi ness
And that noney earned by that business was applied
for your benefit to reduce the value of the note or
reduce the anmount owed under the note, correct?
Eventual | y, yes.
Ckay. So you, Bill Hamilton, and your corporation
Paci fic Recreation, never gave $250, 000 out of your
account and put it in Pacific Lanes' account?
W gave the difference between the $92, 000 and the
$250, 000 out of the Pacific Recreation account. W
al l owed, since it couldn't be paid back, the estate
to keep the noney that they had taken fromthe
Paci fic Lanes account. |f they had given that noney
back to me, | would have used it in the operation and
then | woul d have subsequently made the paynents in
accordance with the structure of the note.

But since they couldn't pay it back to nme
because they had spent it, | had two choices
forgive it or take an application against what | owed
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them @G ven those two choices, | elected the latter
So there was an obligation that they woul d pay you
affirmatively the nmoney -- strike that.

Paci fic Lanes had an obligation that it would
pay you the noney that had been accrued from
Sept enber 1 forward?
The obligation was fromthe -- yes, Pacific Lanes was
the selling entity. Pacific Lanes, through its
president, G ant Anderson, agreed that the closing
woul d be effective Septenber 1st or the accounting
woul d be effective, the cash fl ow woul d be account ed
for.
So they were obligated to give you that cash from
Sept enber 1 forward?
They were obligated to give me the cash from
Sept enber 1st to Decenber 31st.
And that's another obligation that appears nowhere in
witing?
That is the obligation that does not appear.
Now, the noney you ultimately got credited for
included pull-tab revenues?
Al of the revenues of the business are junbled
together into one accounting nethod. | couldn't tel
you whi ch noney | received. There's a restaurant
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operation, there's a cocktail operation, there's a
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bow i ng operation, there's a pull-tab operation
there's video ganes, there's shoe rentals, there's
bal | sales.

Isn'"t it correct that the ganbling, pull-tab
accounts, were probably 50 percent of the incone of
the bowing alley, plus or ninus?

At that time the ganbling revenues were somewhat |ess
than 50 percent, but approxinmately 50 percent of the
gross revenues, definitely.

Ckay. Turn to Exhibit 92, please.

(Wtness conplies.)

Do you have that before you?

Yes, | do.

Exhi bit 92 is signed by you?

That's correct.

In February of 19937

That's correct.

And this is a report to the Washington State Ganbling
Conmi ssion concerning pull-tab revenues earned by
Paci fic Recreation, correct?

That's correct.

And the report period is for Cctober through Decenber
of 1992, correct?

That's correct.

That's the tine period you were supposedly entitled
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to and earning the profits fromthe operation
correct?

That's the tine that the operation was being run
through the Pacific Lanes account, that's correct,
the time that | had agreed to purchase the business
and get the revenues for

And the noney was going through the account for the
benefit of Pacific Recreation?

It was going through the account for the benefit

of -- yes, it was domiciled in the account of Pacific
Lanes for the benefit of the ultimte cash flow

adj ust ment .

Ckay. But didn't you tell the Washington State
Ganbl i ng Conmi ssion on the report for Cctober
Novenber, Decenber 1992 for Pacific Recreation for
pull -tab revenues, no activity until January 1, 19937
For the corporati on known as Pacific Recreation
Enterprises, which was |icensed in Decenber, there
was no activity.

It had earned no revenue?

It had no activity, and it was not functioning under
that |icense

And as of February 1993, you were warranting that
Paci fic Recreation had earned no pull-tab revenues
during the period Cctober through Decenber '92
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correct?

I was warranting that the pull-tab operations of
Paci fic Lanes, the bowing alley, Pacific Lanes
restaurant specifically is the way the license is
carried, were not reported under the |icense of
Paci fic Recreation Enterprises, |ncorporated

Did you ever go back and anend this statement once
the reduction was effectuated?

No. | had no reason to

Ckay. MNow, in early January of 1993, you | earned
that Judge Anderson was purchasing a Cadillac?

I learned that he had purchased a Cadillac in early
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January 1993

How did you | earn that?

He cane to ny office and showed it to ne

Had you previously encouraged a Cadillac sal esman by
the nanme of Mark Rauschert in early Septenber of 1992
to call up Judge Anderson because you thought the
judge wanted to buy a Cadillac?

I recall Judge Anderson commenting to me that he was
interested in buying a new car and that he adnired
the Cadillac, and he was | ooking at Lincolns and
several other autonobiles. He obviously was famliar
wi th Bui cks, because he was driving one, and asked ne
who | dealt with at Gshorne-MCann, the only Pierce
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County Cadillac deal er

| told himit was M. Rauschert, and he asked me
to call M. Rauschert if | could remenber, when it
was conveni ent, and have M. Rauschert give hima
call at his office, he would |ike to discuss that.
So you called M. Rauschert and asked himto cal
Judge Ander son?
That's correct.
How di d Judge Anderson finance the purchase of the
Cadi | | ac?
He canme to Sound Banki ng Conpany and borrowed the
noney.
You were there?
Not at the time
Was your office there?
I officed next door to the bank
How di d you | earn that Judge Anderson had bought a
Cadi | | ac?
You know, | don't specifically recall
Wasn't it when he pulled up in front of the bank?
Coul d have been.
Is that your recollection?
Possibly. That is ny -- that's as good as anyt hi ng.
Was it the truth?
It's as true as anything else | wuld say. | don't
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specifically recall when | exactly knew that he had
purchased the Cadill ac

In January of 1993, did you nake an offer to nake the
payrments on Judge Anderson's Cadill ac?

Later in January, yes

Wien in January, then?

Ch, | believe he cane to the office on the 9th of
January. He had returned froma trip with his wife.
He had picked up the car, if | recall, had cone to

the bank to make a paynent on a | oan that he had
taken earlier in Decenber, showed ne the car

lamented at the time that this was the first car
payrment he had had in, | don't know, 20 years

10 years, sonething of that nature. | believe he was
driving a '79 autonobile with a couple hundred
thousand mles on it.

And either at that tine or shortly thereafter,
thought it would be a very friendly gesture on ny
part to a friend that had been nice to nme for many,
many years, to offer hima gift, and | offered to
make sone paynments on his Cadill ac.

What did he say?

Vll, ultimtely after alittle foot-shuffling and
the fact that it wasn't necessary and so on, which
was perfectly aware of, he graciously accepted ny
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of fer.

And did you personal ly begi n naki ng those paynent s?
| directed that the payments be made on -- first of
all, | wote a check out of Pacific Recreation
Enterprises for the paynent in January and then set
it up on an autonmatic charge to cone out of that
checki ng account.

Ckay. Just so I'mclear, is it your best
recol l ection that you nade the offer to nake these
payments when he came in and made the first | unp-sum
payrment on the | oan?

That's my best recollection

Ckay. Once Pacific Recreation began nmaki ng these
payrments, did it book themas an expense or a gift?

When Pacific Recreation -- | don't do the books of
Paci fic Recreation, so we'll start with that. |
wote a check, | maintained a checking account.

There is also the daily operation checking account.
There was over a mllion dollars at that time running
t hrough those checki ng accounts. Each check is an
expense of sonething

| believe what you're getting at is a deductible

expense for tax purposes. | don't make that
determination. |'mnot qualified to nake that
determnation. | book it as a check. The checking
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account register is given to the CPA, and he makes
the allocation as to whether it's for a taxable
deduction or nontaxabl e deduction, whether it's
capitalized as an asset or whether it's expensed in
general .

M/ question is, these payments were treated as an
expense on the books of Pacific Recreation?

That is correct.

Ckay. And taxes were reduced based on these being a
deduction fromthe i ncone of the business, correct?
No, that isn't correct. There were no taxes due, Sso
whet her the tax, whether this was deducted or not
deducted was irrel evant, because there was a net
operating | oss of the corporation, and as the
payrments weren't deducted, there still would not have
been any taxes due.

Didn't you subsequently change the tax treatnent of
Cadi | | ac paynents?

Yes, | did.

And you paid extra taxes?

Not in 1993, | didn't.

Later on?

I made paynents on the Cadillac in 1993 fiscal and
1994 fiscal and paid it off in 1995 s fiscal. Al of
those paynents at that time reflected as a tax
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deduction. That was an error on ny part. It was an
inadvertent error. | didn't know that it was not
deductible. | didn't knowthat it was deductible.

The point was that during that period of tine,
there was a net operating loss in the corporation,
and during all three of those years, had those
payrments at the time they were made not been deducted
for tax purposes, it still would have affected no tax
liability.

You signed the corporation's tax returns each and
every one of those years?

| believe | did.

You' re warranting that the information there is true
and correct?
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To the best of my know edge.

And you see on the tax formwhere you al so warrant
that you' ve read the return and it's true and
correct, and that was true also, or did you not read
it?

| probably didn't read it.

Now, was it after your first deposition in this
matter, during the investigation, that you decided to
change the tax treatnent of these payments from an
expense to a gift?

Yes. | went to your office for that deposition. You
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were kind enough to ask ne these questions |ike
you're asking me now. | went hone. The next day |
went to ny accountant and | said, "I want you to
expl ain these applications and these taxes and these
adj ustments, " and everything that you were asking me
t hen about, the nunbers.

He explained themto me once again. | said,
"You nean we've been deducting these paynents and
they're not tax deductible,” and he says, "No, but it
doesn't nmke any difference because the corporation
owes you noney and it had an NCOL carry forward," and
things of that nature that |'ve just parroted to you

agai n.

And | said, "Well, if they're not to be
deducted, then we need to be filing an amended tax
return because it's not correct.” He agreed to do
so.

This was in January of 1997, | believe, whatever
the date was, January 21st. So it was probably the
very next day, if | recall, and | instructed himto

file that. He said he would as soon as the i medi ate
crush of taxes was over with, and we in fact did file
an anended tax return in the late spring of 1997

| made an unintentional error. |'mresponsible
for that. | advised ny accountant that |'d been
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advi sed ot herwi se through your service, and he agreed
and filed the anended tax return. W sent it in and
we paid a few dollars taxes because the effect had
brought all the way through fiscal '96 and resulted
in a slight amount of taxes due at that tine

So were these paynents a gift or an expense?

These paynents were a gift.

Ckay. Let's take a |look at your anended tax return
Pl ease bear with me. Take a look at Exhibit 82
(Wtness conplies.)

I's this the anmended return you fil ed?

Yes, it is.

Signed it Bill HamIton?

Signed it WIliamHanm|ton, president of Pacific
Recreation Enterprises.

Turn to the second page, please

(Wtness conplies.)

You told the IRS, "Personal expenses m stakenly run
through the business"; is that right?

That was the phrase used by ny accountant, yes

Wll, this was a two-page filing that you signed
You read it before you signed it?
Yes, | did.

And did you ask that be changed to read "G ft
m stakenly run through corporation"?
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No, because | don't see the distinction. | don't
even see it today. |It's a word.
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Very well. For how long did Pacific Recreation nake

the Cadillac paynment for Judge Anderson?

Qut of the Pacific Recreation account, the Cadillac

payrments were nade begi nning in January of 1993

monthly through, | believe, April of 1995

By April of 1995, the bal ance renaining on the |oan

was approxi nately $8, 000?

That's correct.

Did you approach Judge Anderson in May of 1995 and

ask himto pay off the bal ance of the | oan?

Vll, that's not a correct expression of what

happened, but the result was that, yes.

Didn't you ask --

Can | explain?

Didn't you ask himto pay off the | oan?

When Judge Anderson cane to ne --

Just a minute here, M. Hamilton

No, | did not ask Judge Anderson to pay off the |oan

Why don't you take a | ook at page 5 of your

deposi tion.

(Wtness conplies.)

Line 16, "It was ny request that he pay it off."
Did you ask himto pay off the bal ance of the
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| oan?

He stated to nme that he was going to pay it off, so
asked himto do so.

I"'msorry, where are you reading fron?

I don't know that | am reading

Ckay.

I"'mtelling you what happened

Ckay. So you didn't request that he pay off the

| oan?

Judge Anderson came into ny office, told ne that his
wife had just that day or just within the | ast day

filed for a divorce. | used that as the monent to
advise himthat since | knew them both and was
friends of themboth, | didn't feel it was

appropriate that | should continue, since they were
ultimately getting a divorce, that | should continue
maki ng paynents on the Cadill ac

He took that at that moment and said, "M/ gosh,
that's certainly all right. You've been very
conveni ent or very good to nmake themas |ong as you
have. Thank you very nmuch. 1'Ill just pay it off."
And | said that that would be a good idea.
So, again, ny question is: Ddyou ask himto pay it
off or did he volunteer to pay it off?
He volunteered to pay it off. | accepted that.

FOOT OF PAGE 178

1 Q

N

Ckay. Take a look at page 5, line 9. And you can
read along with ne. "M recollection is, after
appr oached Judge Anderson about paying off the
obligation, he agreed to do so..."

Is that the way it happened, or did he bring up
the idea?
M. Taylor, again, we're tal king about sonething that
happened five years ago. At the tine, this was ny
recol | ection
And your recollection is different today, and that's
okay.
The semantics of whether he approached ne or
approached him the idea was he told ne that he was
getting a divorce. | used that as a reason to stop
maki ng the paynents. |t was a socially unconfortable
itemfor him It was socially unconfortable for ne.
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I didn't know how to stop, in the first place. This
gave nme an opportunity to stop

Ckay. You say --

So | took advantage of that. He said, "I wll pay it
off," and | just said, "Wen?"

So you | ooked at this as an opportunity to stop
maki ng the | oan paynents?

That is correct.

But then you nevertheless -- | say you, Pacific
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Recreation -- follow ng this conversation went ahead
and paid off the loan, right?
| said | would pay it off -- when | asked hi mwhen he
was going to pay it off, he said, "Wien | return from
nmy trip." |1've been through this before in another
occasion, and | really didn't want to approach a very
good friend that | had given a gift to and start now
reneging over the last $8,000. It was a sensitive
issue for me socially at the time, and it's very
sensitive for ne to talk about it now, especially
sitting here looking himin the eye.

But it gave ne an opportunity to get out of a
bargain. So | got out of the bargain. He offered to

pay it off. | said, "Wen?" He said, "Wen | get
hone." So that |I'd never have to tal k about this
again, | said, "Good, I'Il pay it off." \Wether I
said it out loud or | said it to nyself, | said,
"Il pay it off."

| imrediately wote a check to the bank, paid
the loan off. He cane back sone weeks | ater and gave
me back the noney.
Now, you're not saying that you told Judge Anderson
you'd pay it off?
M/ recollection is that | said, "I will pay it off."
Ckay. He paid you back?
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He paid ne back

8, 000?

$8, 000, whatever the dollar anmobunt was, yes.

Plus or minus. Paid you back in cash?

Paid ne in cash

And he delivered the cash to you personal |l y?

He delivered the cash to me personally.

Did you ever tell Kevin lverson that soneone el se
brought the cash to you?

No, but there's a ot of water under the bridge in
the last five years and the story has been tol d nany
times by many people. M recollection is that Judge
Anderson, ny friend, cane to me when he came back
fromhis vacation and wal ked in with what excess
cash, as far as | was concerned, he had fromhis
vacation and gave it to me. Paid me back, thanked
me, picked up his title and wal ked out the door.
This cash, did you give hima receipt?

No, | didn't give hima receipt.

Did you put the cash in a bank?

No, | didn't.

Now, the final |oan paynent of $8,000, plus or mnus
had been nade by Pacific Recreation, right?

Had been nade out of the Pacific Recreation account
at ny direction, yes
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So the noney bel onged to Pacific Recreation?

Yes.

Did you deliver the 8,000 in cash, take the noney and
give it to Pacific Recreation?
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No, sir, | didn't.

Ckay. Were did the cash go?

Cash went in ny pocket. | probably spent it. |
have, you know, six children. |[|'ve got a wife. Wien
ny wife goes to Arizona for two weeks, she spends
nore noney than that, so | was grateful to get it
back.

What formwere the bills in, sir?

I have no idea, sir.

Were they old and crunpl ed, or were they brand new
and crisp?

I have no idea

Did they look |like they had cone out of sonmeone's
sock?

Al rmoney |ooks like it cones out of someone's sock
so | guess -- no, | don't think there was anything
distinctive about it.

Now, you testified in your deposition that you didn't
pay the noney, the cash, to Pacific Recreation, but
it was used to reduce your sharehol der |oan account
with Pacific Recreation?
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Utimately all the paynents that | nade out of the
corporation, all $800 nonthly payments and the

$8, 000, were added toget her and were adjusted and
applied to the 200-and-some-thousand dol |l ars that was
then owing to me when the amended tax return was done
in 1997.

Ckay. Well, you told us in your deposition that you
had nade an adjustment in 1996 to your sharehol der

| oan account to reflect the $8,000 that you had
received. Do you recall doing that?

You want to refer ne to it?

Yeah. Page 91, line 11

It begins on line 8.

"I can't tell you how the accountant woul d have
handled it. Al | knowis that the entire paynent
went away and they were a just transaction of the
sane il k. These adjustnents were bei ng made --
bel i eve they were being nmade in '96."

There were no such adjustments nade in 1996, were

t here?

They were made in the '96 books, but they were made
as of August 31st, 1996, was the end of the fisca
year. Wen | said they were nade in '96, | don't
think that 1 was saying they were nade in cal endar
1996. In fact, they weren't nade until probably
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April of 1997, when the anended tax return was

si gned

Why did you tell us on January 21st, 1997, that the
adj ust ments had been nade if they weren't nade unti
April of 1997 and they hadn't existed yet?

They were made in the 1996 books.

Didn't you tell us later on in your deposition that
they weren't done in '96?

I don't know.

Well, do you recall one way or another?

I can tell you that the adjustnents were made by the
accountant at the fiscal year-end 1996 books. Wen

they were nade by him you'll have to ask him |
don't know.
VWll, you did tell us that you know now no

adj ustments were done in 1996; do you recall telling
us that?
| did tell you what, sir?



19
20
21
22
23
24
25

O>»>0>» O

You told us that no adjustments were made during
1996. |Is that accurate?

I don't really recall.

Well, take a | ook at page 183, line 16.

(Wtness conplies.)

One- ei ght y-what ?

Page 183. It's Volune II, sir.
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MR BULMER  Starting at what |ine?
MR TAYLOR  Line 16.
MR BULMER  Thank you.
(Continuing by M. Taylor) Do you have that before
you, sir?
Yes.
"QUESTI O\ What adj ustnent was nade to any of the
books in 1996 relating to the 8,000 cash that you
recei ved from Judge Anderson in 1995?
"ANSWER: W know now that no adj ustnment was
made during 1996.
"QUESTION:  During 1996, no adjustnent was nade?
"ANSVER: That's correct."
MR TAYLOR | have nothing further at
this tinme.
That isn't the conpl ete answer.
Pl ease read on.
It says, "That's correct. At the end of fiscal '96
there was a general adjustment closing out all of the
m scel | aneous expense for rent that | never had
taken. | had purchased sone land...," etcetera,
etcetera.
So there were a lot of adjustnents bei ng nade as
of the end of fiscal 1996 that resulted in the
corporation owi ng me $225,000 as of that date.
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So those were the adjustnents that didn't exist and
were in the future at the tine you were deposed and
you said, yeah, they've been nade to reflect the
$8, 000 in cash you received?

Vell, |'mconfused, so --

MR TAYLOR | have nothing --
I guess they take what they are.

MR TAYLOR -- further.

JUDGE BROMN:  All right.
MR BULMER M. Hamilton, are you tired?
THE W TNESS: I"mjust fine, thank you.
MR BULMER M. Hamlton is going to
have to cone back tormorrow, and | can start, of
course -- we've got 45 minutes and | can do that --
or we can kick off tonorrow.
| think we're going to finish on time, from
where we're looking. | told you on the phone,
Judge Brown, we were going to finish, | believed,
before the end of the week, and | don't see any
reason why we won't. My druthers would be to conme
back tonorrow when he's fresh.
(COW SSI ON MEMBERS CONFERRI NG, )
JUDGE BROM: Ckay. |Is that all right,
counsel? Do you think it's tinmely, or are we going
to run out of tinme?
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MR TAYLOR |If Kurt wants to do it that
way, that's okay.

JUDGE BROMN: Al right. W'IlIl recess
for the day at this tine.

MR BULMER  Start at 9:00 tonorrow?

JUDGE BROWN:  Yes, 9 o' clock.
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( PROCEEDI NGS ADJQURNED
AT 4:30 P.M)
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BEFORE THE COWM SSI ON ON JUDI CI AL CONDUCT
OF THE STATE OF WASHI NGTON

In Re the Matter of

The Honorabl e GRANT L. ANDERSON
Pi erce County Superior Court
930 Tacoma Avenue South

Tacoma, Washi ngton 98402

NO 96-2179-F-64
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January 13, 1998
Tacona, Washi ngton

Randi R Ham lton, CSR
Certified Court Reporter
CSR No. HAM LRR470D6
GENE BARKER & ASSCCI ATES, | NC.
406 Security Building
d ynpi a, Washi ngt on 98501
(360) 943-2693
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BE | T REMEMBERED that a hearing was held in
the above-entitled matter at Courtroom G U.S. Federal
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TUESDAY, JANUARY 13, 1998
TACOVA, WASHI NGTON
9:00 A M

<LLLK>>>>

JUDGE BROMN: Pl ease be seated.

Good norning. This is the second day of the
hearing In Re The Honorabl e Judge Anderson. The
conmmi ssi on nenbers who are present today are the sane
conmi ssi on nenbers who were present at the hearing at
all times yesterday: Dale Brighton, Vivian Caver,
Judge Donahue, Harold d arke, Judge Schul theis and
Judge Brown.

Anything prelimnarily?

MR TAYLOR Before we begin this
norning, this afternoon | intend to call D ane
Ander son, who is Judge Anderson's ex-wife.
M. Bulner has indicated that he is going to attenpt
to exclude testinony from her about conversations she
had with Judge Anderson on the basis of spousal
privil ege.

It's our position that he has waived the
privilege, and we've prepared a brief on this, and if
it works for Your Honor, perhaps we could argue this
right after the norning recess, and then I'l|l know
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whether to call Ms. Anderson.
JUDGE BROAN: Al right, after the

recess.

MR BULMER |'mnot as well organized as
M. Taylor, but |I have one case that |'m having
copied that I'Il give you that sort of is where we're
coming from | guess, so |I'll get that to you.

JUDGE BROM:. Al right.

MR BULMER  Ready, M. Taylor?

MR TAYLOR Al set.

MR BULMER I'Ill get M. Hamlton.

JUDGE BROMN: M. Hanilton, you can
resune the witness stand. You're still under oath

fromthe previous day's testinony.
THE WTNESS: Thank you.

bei ng previously sworn to
tell the truth, the whole
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truth and nothi ng but the
truth, further testified as
foll ows:

CROSS EXAM NATI ON

BY MR BULMER

Q
A

Q

Good norning, M. Hamlton.
Good nor ni ng.
M. Hamilton, | would like the commi ssion to get to
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know you a little bit better. Wuld you tell the
commission in narrative formjust a little bit about
your personal history and your background and your
upbringing and up through when you canme to Tacoma and
opened your first bank?
I was born one of two sons to a nother and father in
The Dalles, Oregon, in 1942. M father was a car
sal esman; ny nother was a regi stered nurse.
| graduated from high school, and during ny

senior year in high school, | was awarded a
schol arship of sorts to work for U S. Bank, which was
called the United States Bank of Portland at the
tine. It's still -- in fact, | think they just
nmer ged.

JUDGE BROAN: Excuse ne, M. Hamilton.
Coul d you raise that m crophone?

THE WTNESS: Certainly. How s that?

JUDGE BROMN: That's fine. Thank you.
(Continuing) | started working for the bank when |
was in high school. The idea was that if | was ever
going to go to college, | wuld have to do so with
soneone el se paying the tuition. There just wasn't
the funds. Even though tuition at that time was $400
a quarter, | renenber that, that was a | ot of noney.
I don't think ny father ever nade that in a week, or
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inanonth for that matter. They were good parents.
They provi ded what they coul d.

| started working for the bank. | finished high
school. | went into active duty in the Nationa
Quard. This was when there were no wars at the tine,
if | renenber correctly, and spent six years in the
Quard

I would work at the bank for a year, then |
woul d go to school for 12 nmonths, and this program
was desi gned where the bank would pay the tuition and
gi ve you $50 for books. You had to save your noney,
and they had a forced savings program where they
woul d take fromny noney, which was about $150 a
mont h, they woul d take taxes, and then they woul d
take the najority of the nmoney. | would have 20 or
$30, | renenber, so | had to |live at hone, and that
woul d go into a savings account, and that was for the
spendi ng noney and room and board at school

So | went to the University of Oregon, and | net
a lovely lady down there at the time and came back to
The Dalles. And, of course, when you cone back to
try and live at hone after being away, it's not the
easiest thing in the world, and so | worked again and
I commuted to Portland to go to night school at
Portland State Col |l ege, ultinmately going back to
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school the follow ng year after ny work phase.

My wife and | had gotten narried in the
nmeantine, and she was pregnant with our first child.
I left the programand went to work for the bank full
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tinme, never conpleting nmy undergraduate studies.

| stayed with that bank, ultinmately |eaving and
going to work for an independent bank called the
First State Bank of Oregon in the md '60s and had,
guess, the good fortune to be nade a branch manager
at a very early age, in ny early 20s

And so | left that bank to come to Tacoma for an
opportunity to broaden ny experience and broaden ny
famly of then three children in 1969 to Tacoma. And
shortly after | arrived in Tacona, the bank | was
working for nmerged with Seattle-First National Bank
and | was asked to join a group that was formng a
bank in Fircrest; it becane Western Conmmunity Bank
They' d been trying to formthis bank since the '60s.

Even though | was young -- | was in ny
md 20s -- | had been in the business and that's the
only thing I ever did, so | didn't know what | didn't
know. So | felt that if they asked nme to join them
I must know enough to do the job. And, fortunately,
for 20 years we were able to grow this institution
and it prospered, and when the opportunity cane in
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1989, when KeyCorp approached me to sell the bank,
had spent -- by that time | was 48 years old, and
had spent 30 years in the business. Doesn't seem
like a lot of miles, but 30 years is 30 years

M/ children were grown. M first wife and
were divorced in 1972. M parents were both passed
away. | had ny famly. 1'd adopted ny two
stepchil dren back when they were two and three. M
wife and | had another child, who is now 23 years
old, and so | had six children. Four of them had
gone to universities. One has an advanced degree now
and teaches in the Tacoma School District. M two
younger sons are the sons that work the bow ing
alley. M older son has another business that
assisted himin when he got out of college in the
' 80s

| believe that's what brought ne to the sale of
t he bank.
Ckay. What was your position at -- did it start off
as \estern?
Yes, it started as Western Community Bank, and | was
the original chief executive officer and the only
chief executive officer for its 20-year history.
And you had an ownership position in it?
I had an ownershi p position, yes.
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Q
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Q
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Wien did you first |earn about Chuck Hof fman?
I nmet M. Hoffran probably in the early '80s through
his friend and ny friend, Don Medl ey, now deceased.
And through M. Hoffman did you become aware of his
vari ous business interests?
Yes, | did. M. Hoffman was introduced to ne by his
friend, M. Mdl ey, who was his financial adviser.
shouldn't say that was the md '80s. Don died in the
md '80s, so it would have been in the early '80s.
And to look at it as a banker, to see if there was
any way | could assist himfinancially in his
ventures, for lack of a better word.

He had invol ved hinself in Long Beach
Washi ngton, and had quite a nmess down there, and
becane famliar with the bowing alley only because
that was the business in this community, even though
I had been to Long Beach, or Ccean Crest, | believe
it's called.
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Q

At sone later time, then, did you becone interested
in actually purchasing the bowing alley?

It never even entered ny mind till Gant Anderson
approached ne with that concept, or if | could find
soneone else or if | had any interest, in the spring
of 1992.

At that time had M. Anderson becone the trustee or
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personal representative of the estate?

Yes. He approached me in that capacity, yes.

Were you aware of his role in connection with the
Hof f man est at e?

I don't know that | was specifically aware of his
role. W didn't discuss his legal practice. | was
not even aware that Chuck Hoffnman had passed away.
The last tinme | had seen Chuck, he and | were both
pal | bearers at our rutual friend, Don Medley's,
funeral in 1985.

When did M. Anderson approach you about -- you said
spring of '92, roughly?

Spring of '92, yes.

About purchasing the bowing alley?

It was late spring, March, April, sonething along
that line, that he indicated he was contenpl ating
running for judge. | wasn't sure | knew what that

meant, the relevancy of it. And | didn't know that
he had any other involvenents in the | aw other than
as an attorney at that time. He was just ny friend.
He happened to be a lawer, is the way it appeared to
nme.

And he approached me to see if | or if anyone |
knew -- since | dealt in the financial community,
peopl e woul d cone to nme with needs or opportunities
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fromtime to time, and he approached me to see if |
knew or if | had any interest for one of ny sons or
sonet hi ng, because he knew |'d been involved in
getting financially involved with ny ol dest son when
he got out of college, and he knew | had a son
getting out of college.

He approached nme to see if | had any interest or
knew anyone that had any interest, and | indicated
that | mght and let ne |ook at the finances and
things of that nature.

And did you proceed to | ook at the finances?

I looked at the financial infornation that was
provi ded and made ny own cursory anal ysis and
indicated that | would discuss it with nmy son.

| don't remenber the chronology of all this. It
covered, you know, a couple of nonths of sporadic
i nvol venent .

What sort of things did you do in that process? You
said you talked with your son. Did you do anything
else to get --

| called ny son in Pullman.

Whose nane is --? Excuse ne.

M/ son's nane is Sean, S-E-A-N, and Sean was 22, 23
at the time, graduating fromPullman, not a | ot of
jobs available. He'd taken his interviews. He was
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graduating with a comuni cati ons degree, which I'm
not sure what that neant, still amnot.

He indicated that he'd be interested in anything
that he thought his father would direct himto
because he didn't have anything going. He had taken
his interviews, and he had been the house kitchen
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manager, was president of his pledge class, things of
that nature. He's a good boy. He's a very intense
man, and | felt this is sonething that he could
handle. He's a very likable young nman.

And so | approached him He said he would be
interested. He graduated in -- | believe they
graduate fromPullman in May, early May. He cane
homre. W& went to the bowing alley, kind of wal ked
through it. He looked at it. | introduced himto
Grant, who knew him and basically then he went off
to work at other tasks while | saw what | coul d do.

| then took the financial information, did ny
own cursory analysis. | recall visiting a friend of
m ne who was an attorney by the nane of Patrick
Confort. Pat, | knew as a banker, had invol ved
hinmself in a bowing center, a new bowing center, in
the early '80s, and it was not a successful venture,
and | figured if anybody could tell me the pitfalls
that | should ook for that | couldn't see, Pat woul d
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be able to assist ne.

So in June, early June, | talked with Pat. He
gave me his input, his advice, and then | noved on
and made what | considered to be the comm t nent
shortly thereafter.

Ckay. Let's cone back and cover a couple of those
steps if we can.

Let's tal k about M. Confort. You went and
talked with M. Confort. |If you would turn to
Exhi bit 130, please.

1307

Yes, sir.

Ckay.

What is Exhibit 130, please?

It is the bill fromConfort & Smith to ne dated
June 20, 1992. The handwiting on it is mne.

Thank you.
And at the bottomon the left-hand side it says,
"Paid frompersonal funds." Do you see that
handwri ti ng?
Yes.

When did you put that on there?

I don't recall specifically.

What about over here where it says "Paid," and then
there's, looks like a date, 7/6/92 and then a nunber?
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That's probably just ny notation that as | was
starting on this transaction, | kept these bills that
were paid from personal funds, meaning that at sone
point | would want to reach back in and try to get
that nmoney fromthe conpany, which, now that | | ook
at it, | don't think | ever did. But | paidit

July 6th, which was shortly after the invoice cane
out.

And this is a reflection of your conversation with
M. Confort?

This is the bill for the conversation that | had with
M. Confort.

Wiat did M. Confort tell you about the bow ing

all ey?

Qutside of a friend telling me he probably woul dn't
doit, | do recall that he said, "If you are going to
do this -- you're obviously soneone that is going to

do what he's going to do, it's your noney, you're the
one that's been in the financial business, not ne.
But whatever you do, if you are going to buy the
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bow ing alley, be sure that you recognize that
| eagues are everything, and the | eague season is a

season, like the fireworks business,” is the way I
remenber it, you know. You build fireworks all vyear
long and you sell it over two weeks, and if there's
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not going to be a 4th of July, you're in trouble.

If there are no bowing | eagues -- you begin in
Sept enber and you end in April, barring the fact that
| eagues cancel ed over the last two days because of
the snow, so they'll expend another two days at the
end of the season, God willing.

But other than that, it lives and dies by the

| eague season. It begins in Septenber and ends in
the spring, and then you basically die the rest of
the year.

I's that what advice you cane away with from

M. Confort?

That was the primary advice that | recall: You want
to capture all of the cash flow that you can because
you're going to need it.

Ckay. Do you recogni ze that docunent, please?

I recogni ze the handwiting.

Ckay. Whose handwiting is that?

That's m ne.

And what is that?

Looks |i ke a photocopy of a Col umtmar paper w th ny
own scratches. This is probably the nmenorialization
of one of ny thoughts about buying it. It |ooks like
it was sonething that probably took place about the
tine | was contenpl ating the purchase, neeting with
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Pat Confort maybe.

MR BULMER  Ask for adm ssion.

MR TAYLOR No objection.

JUDGE BROMN: It will be admtted as
Exhi bit 18.

MR BULMER Also, if | may, to explain,
he has the long one, but we couldn't find a reducer,
so it's on two pages.

(Continuing by M. Bulnmer) At the top of Exhibit 18,
which is the first page of the two-page version --
I'"I'l just refer to that two-page version.

Ckay. At the top of that page, then, there's a
listing of nunbers. Wat do those nunbers reflect?
Vell, if | recall, this was -- | don't even know if
it adds up, but this was the cash that existed in the
petty cash, the till cash, what they call the bank.
This was the cash that was on hand at the bow ing
alley, where it was, and it would indicate how nuch
cash | had to buy.

And the next group of words seemto have question
marks. Wat woul d that indicate?

These were questions that cane out of ny |ooking at
the financial information and ny discussions with
Pat, | recall. |In other words, there's a device
called a claw. It's where you throw quarters and try
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to pick up a teddy bear or something. | couldn't see
where the revenues fromthat were going, and so |
questioned, is that part of the ganbling revenues?
What's the game roonf? There was a game room full of
vi deo nachines. Wiere was that noney going, where
could | find it in the operating statenent?

The machi nes, specifically the candy machi ne,
the cigarette nmachine, the pop machi ne out on the
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concourse, the wal kway, where woul d those revenues be
generated in the profit-and-1oss statenent?

The next group of nunbers on the next page starts off
with the notation of "Nut" col on?

Yeah, what is the nonthly nut, the take, what is the
basi ¢ expense before you ever open the door, before
you have a custoner and delivery anything.

So the term"nut" is for the expenses?

Yes.

And then obviously those are your nunbers, and what
nunber do you arrive at?

Again, it looks like | roughly added up that in the
summer, before you have a custoner, assumng a

$10, 000 paynent, which is in there as the third
nunber down, | woul d need 42,000, plus or m nus,
revenues, net of taxes of course, spendabl e revenues
just to come out to zero, before you deliver any
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product, before you deliver any food, before you
del i ver any cost of goods, |iquor, anything of that
nat ure

And then it steps over to the right and I nake
sone notations, "Wnter," so |'ve got "Sumer" col um
and then "Wnter." It looks |like the payroll goes
up.

| ask one question under "Ofice Expense."
There was a nunber there that | couldn't determ ne
what woul d be a good nunmber, so | asked nyself to
check back with whoever the scrivener was, what is
it, what goes in that; is that just office supplies;
is that paper clips, or is there sonething el se
there?

(PAUSE | N PROCEEDI NGS.)

M. Hamilton, |ooking at Exhibit 18, you al ready
i ndi cated a payment for $10, 000 about three lines up
What woul d that paynent reflect?
I believe that was ny estimate, after |ooking at the
operating statenent, for the maxi num anount that |
coul d conceivably pay on a nonthly basis and arrive
at the balance of ny pro forma, as it were.
So that was the anticipated amobunt that you would be
payi ng to purchase the bowing alley?
That's correct.
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When we go down bel ow to the next group, it seens to
be headed with a 92 and then sone dates. Could you
expl ain those?
| apol ogize for ny handwiting. | didn't think I'd
ever see this

Wiat |1'msaying there is cal endar '92, | ooking
at the operating statenents for My, June, July and

August, | see that the funds available of the gross
revenues in May were 28,000, in June 23,000, in July
the bowing center was closed for repairs. |n August

it was 25,000, and to the right | see a '91, | threw
in the nunber for July, so that | had a nunber there
of 28, 000.

So that gave ne sonething in the nei ghborhood of
25,000, 26,000, |ooks |ike the anpbunt of noney that
was necessary, that would cone in over those nonths,
t hose summer nonths.

That woul d be sumer incone?

Sunmer i ncone, yes.

And then on the right-hand side on the corner of that
page, there was sone additional nunbers which were
short. Wat were those nunbers?
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Vll, | was taking the shortage, the difference
bet ween t hose nunbers and the needed 42, 000. And
agai n wi thout checking the math, because it |ooks
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like | was dealing with very rough nunbers, that |
woul d be short 15 to 17,000 per nonth tines those
four nonths.

So in the sumer | woul d need 60 to $65,000 to
come up to zero on those revenues, plus, of course,
any cost of goods sold that were not even thrown in
there
So in contenplating this deal, what did that tel
you?

Well, that told nme that | wanted to make sure | got
it at the beginning of the season. | didn't want to
buy this in the sumertine and start with a hol e,
start with a negative. | wanted to get all the cash
flow that was necessary. | suppose by the word
"profits,"” we're tal king about cash flow, get all the
cash flow, get all the cash in the bank, so that when
the next summer rolled around, | woul d have the
resources generated, or at least as nuch of the
resources necessary, generated through the operation
of the business, to nake it through the fall and
sunmer .

What' s the difference between cash flow and profit?

Well, cash flowis all the noney that cones in |ess
all of the expenses that are out. Expenses are not a
tax nunber. It is the checks that are witten.
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Q

A

think cash flow is appropriately defined as the
di fference between current assets and your current
liabilities. That's working capital. So the anmpunt
of cash that is generated after the paynent of the
day-to-day expenses is the cash flow
Profit, on the other hand, is a nunber that is
determ ned by taki ng noncash expenses, such as
depreciation and anortization, things of that nature
So just because you have a nonth where you neke
positive cash flow, if |I'munderstandi ng you
correctly, of $10,000 doesn't necessarily nmean you
made a profit of $10, 0007?
That's correct.
Now | ' m going to ask you to ook at Exhibits 127 and
128.
(Wtness conplies.)
What is Exhibit 127?
Exhi bit 127 is a conputer-generated anortization
schedul e dated August 16, 1992, that effectively on
line, looks like 31, it states that the loan that |
was aski ng about woul d be $250,000. You go up to the
second |ine down, where it says --
Wait a second. | better throwin ny foundation here
I's this a docunent you asked to have prepared?
This is a docunent that | had prepared, yes.
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And why did you have this docunent prepared?

I had this docurment prepared so that | could fill in
the blanks, as it were, in a draft of an agreenent,
earnest noney agreenent, 1'll refer to as the

agreenent to purchase and | ease that Grant and | had
been di scussing

And what does this docunent tell you?

This docunent tells ne that after | nade the $50, 000
cash down paynent on the purchase of the buil ding,
was going to have a note for $250,000 payable to the
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Paci fic Lanes, Incorporated, and that that note, back
up at the top where it says "Nom nal annual rate,"
woul d have an interest of seven-and-a-half percent,
and | was trying to derive at what woul d the paynent
be to anortize this thing over ten years.

As it states on lines 32 and 33, the paynents,
$2967. 54, were 119 nmonths and then a bal | oon paynent
of slightly greater than that of 2968.22. Those 120
paynents woul d anmorti ze $250, 000 at seven-and-a- hal f
percent, and so this becane the basis for the
$3, 000- a- nont h paynent, which was a rounded nunber to
pur chase the busi ness
And what is Exhibit 128?

Exhibit 128 is the same type of a docunent, but it is
dated August 23rd. | was relying on people that are
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much nore literate than | when it cones to conputers,
which is just about anybody.

And so fromthe 16th to the 23rd, the lady | had
do this took that time to generate the second
schedul e for ne, and so on August 23rd, | was given
an anortization schedul e to show $650, 000 at
seven- and- a- hal f percent at $6,000 a nonth for, in
this case it looks like it's going to take 15 years
to be fully anortized

The significance of this docunent was it was
prepared so that | coul d determ ne where the bal ance
would be if | were paying for this, since the offer
that 1| was going to nake was that | woul d pay
$6, 000- a-mont h | ease payments to the
Hof f man- St evenson corporati on that owned the rea
estate, and that | wanted the option to purchase the
property, but that under any circunstances | woul d do
it wthin ten years.

So if you go down to paynent 24, which woul d
have been in 1994, | guess, August 23rd, 1994, after
that the bal ance woul d be $599, 099. 49

So in the earnest noney docunment you will see
that the option price at the end of the two years was
$600, 000, and that's where that nunber was generated
from Soit's as if | were getting benefit of the
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princi pal portion, roughly $2,000 a nonth, of the
payrment, should | purchase it. [If | didn't purchase
it, then | wouldn't get any benefit of the bargain.
Al right. At this point, in late August, had you
and Judge Anderson began to arrive at what the terns
of the deal would be?
M/ recollection is that | arrived at the terms, what
I was willing to do, in concept in June or July, and
Grant was involved in the political process of the
el ection and so on and so forth. W had an agreenent
in principal, but it wasn't until August that the
agreenent was ever reduced to witing between the two
of us
What was the price going to be?
| believe the price had been established overall at a
mllion dollars. | nmade an allocation to pay no nore
than 300, 000 for the blue sky, so to speak, the right
to purchase it, the business assets, the goodw || and
equi pnent there was, and the Pacific Lanes,
I ncor porated, corporation

There was part of the assets that |ooked
li ke the physical assets were carried in the
Hof f man- St evenson corporati on, which was really the
real estate, but some of the equipnent had found its
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way on their books, which made no sense to ne.
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So let ne back up. A mllion dollars to purchase
this business?
A mllion dollars to purchase the whol e package, yes
Whi ch included the | and and the buil di ng?
The land and the buil ding, 700, 000; the business and
the equi pment, the tables, chairs, salt and pepper
shakers, that type of stuff, for 300, 000.
And t he busi ness nane?
The busi ness name was sonet hing that was inportant to
me. | didn't want the corporati on name, because
knew Chuck Hof fman and | didn't want the unknown
undi sclosed liabilities. 1t was kind of a nightmare
that one woul d never know what they were until it was
too late to do anything about it. But | did want the
nane. The nane Pacific Lanes was inportant to me.

JUDGE BROMN: The court reporter needs a
recess. We'll be in recess.

(RECESS TAKEN.)

(Continuing by M. Bulnmer) Before the break
beli eve we were discussing the deal, so to speak, as
to at | east what you were buying and weren't buying.
Coul d you explain the structure of the purchase?
Wl l, the structure of the purchase was that | would
pay, if | purchased everything, a nillion dollars,
plus, of course, the appropriate interest. And the
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way | would do that was really ny input into this.
And as Exhibit 18 shows, | was | ooking at the cash
flow, what could this business reasonably expect to
pay, and that was this $10, 000 nunber, using the very
basi ¢ nunbers that | was using

So it was going to be $300, 000 with $50, 000
down. | would | ose that $50,000. | would |oan the
money to the corporation. There would be no persona
liability other than the fact that | would | oan
$50, 000 to the corporation. The corporation would
use that $50,000 as the down payment, bringing the
bal ance down to $250, 000, and then | woul d make a
$3, 000- a-nont h paynment for ten years at
seven- and- a- hal f percent.

The bal ance of the mllion dollars was 700, 000,
and | woul d pay $50,000, again loaning it to the
corporation. The corporation would then pay it to,
in this case, Hof fman-Stevenson, |ncorporated, the
corporation that owed the real estate, as a
nonr ef undabl e option. In other words, | would buy an
option; | would pay $50, 000.

So | would have a total investment fromthe
corporation to the estate's two corporations of
$100, 000. That option amount woul d be applicable to
the $700, 000 purchase price should |I ever exercise

FOOT OF PAGE 216

O~NO O WDN P

©

the option or in any other way buy the property. But
it would not be refundable should I never buy it.

And then | have a ten-year lease, if | recall
That was nmy intent, to have ten years, so that in ten
years | would either own the real estate -- |
woul dn't own the real estate, | definitely would own
the business by that tine -- but | would pay $6,000 a
month triple net, which nmeans that | would pay $6, 000
a nonth to the estate, or in this case to the
corporation.

Al of the other expenses relative to the
ownershi p of the property conplete would be m ne
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also. | would pay the taxes; | would pay the
insurance; | would pay the maintenance, things that
sonetimes are not covered in the | ease and remain
with the |andl ord.

It was inportant to Grant Anderson as a
representative of the corporation that they be
through with the expense of the thing, know exactly
what they were going to get, and the intent was that
they would get $6,000 a nmonth
And have no expenses to offset that?

And have no expenses relative to the ownership of the
real estate costs.
They woul dn't have the landl ord expenses. |If they
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sprung a | eak, who would pay for the roof?

Mai nt enance repairs were all nine, so | bought the
bui I ding fromthat standpoint.

If the parking | ot needed to be repaved, you'd pay
for that?

You're hitting all of them

Ckay. Now, fromyour point of view, then, you were
putting $100,000 in; is that correct?

I was going to loan the corporation $100,000 and in
fact did loan the corporation $100, 000, ny
corporation, Pacific Rec. Pacific Rec would then
spend that $100, 000, $50, 000 down on the busi ness and
$50, 000 for the purchase of an option

What did you consider your personal financial
exposure?

I considered ny personal financial exposure to be
what | |oaned that corporation. That was very
inmportant to ne, that | at |east nomnally was
limting ny downside, ny exposure. Because these
were corporate obligations, they were not being
guar ant eed by ne.

So | would |l oan the corporation what noney it
needed, which is consistent with what | do with ny
other businesses. | capitalize themrelatively
nomnally, if there is such a word, and then | oan the
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corporation the money so that if and when the noney
is available within the corporation, it can be paid
back as a |l oan, and | oan paynents are not taxable,
wher eas di vi dends woul d be.
Where did the mllion-dollar nunber cone fron®?
I believe the judge, who was just Grant at the
tine -- | have a rough tinme thinking of himthat
way -- | believe he established that nunber, that
that was a mni mumdol I ar anount, could | work within
that nunber.
Did you think that was a good price?
I don't think | thought about the price at all. The
question is, did | think I could afford to pay for it
over the period of tine that | was willing to comit
nysel f, and thus Exhibit 18 and that type of thought
process.

You know, it's the paynment. | think a lot of
tines a lot of us in this society |look at that.
It's not what |'mgoing to pay for the car, it's
do | pay $200 a month. We don't think about whether
it's two years, five years or ten years.
We're still at the due-diligence steps, as | refer to
them of putting stuff together to define the deal
Did you take other steps, begin to contact |icensing
peopl e, that sort of thing?
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Yes. During the late summer of 1992, | did contact
the licensing establishments. | inquired as to the
city as to what | had to do; | inquired as to the
ganbling commission with their local representatives
and same with the liquor board. They were processing
applications at the field level at that tine, so
made contact with the local |iquor agent that was
assigned to Pacific Lanes at that tine.
M. Taylor seened to indicate repeatedly that none of
the docunentation apparently went in until sonetinme
inlate Septenber. Was that your first contact with
t hese agenci es?
No, that wasn't.
What steps were you taking before you sent those
applications?
Well, | had to (1) inquire as to what was required.
| cane froma regulated industry, the banking
busi ness, and so | was aware that there was
regul ation invol ved.

There was no one on staff that could assist nme
with those regul ati ons, because these things were al
establ i shed outside of their realmof influence. So

I had contacted, like | say, the local |iquor
representative, who told me what | nust do: | nust
fill out applications, due detail, and he gave ne the
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f or ims.

| passed those forms on to ny accountant that |
was hiring at the tine to prepare these forns, and
keeping in mnd that that is ny style, that | buy the
expertise of people that do things for a living, so
hired the accountant to fill in the accounting
information, to fill in the blanks. That's a
M. M chael Favres, and he had those fornms in the
month of maybe July or August.

I had inquired in the mddl e of August of
M. Schafer to formthe corporation that was going to
be necessary since | wanted to deal froma corporate
limted liability, and he began his engagenent. He
formed that corporation.
Who is M. Schafer?
M. Schafer is an attorney that | engaged to formthe
cor poration.
Paci fic Recreation?
Paci fic Recreation
When approxi mately did you approach hin?
Sonetine in the mddle of August. | approached him
after | had what | considered to be the deal nade
with Grant Anderson. | approached hi m saying, "Ckay,
it's nowtinme to formthe corporation." As | recall
we spent a few noments together and | told himthe --
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I want to caution you not to get into conversations
you actually had with him | didn't ask that, and
know your attorney wanted to preserve your privilege
in that area, so --

Ckay.

But you went to M. Schafer. 1It's not within the
privilege as to what the purpose was. You went to
M. Schafer for what purpose?

I went to M. Schafer strictly for the purpose of
form ng the corporation

And in the process of that, did you give himsone
docunent s?

I didn't recall that | did, but I discovered that

|l ater.
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Let's get into that now, then. Wen did it cone back
that -- you said you' d struck the deal basically in
the spring, | think, or in the early summer. |t got
reduced to paper approxi mately when, do you think?
Vell, | believe Grant and | net on a nunber of
occasions in July and early August to nenorialize the
understanding. It probably started on the back of a
yel |l ow pad or a napkin over lunch or breakfast. He
took it to his office and cane forth with a
prelimnary docunent.

I've handed you a document which has been marked
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prelimnarily as Exhibit 19. Can you identify that
docunent ?
Yes. That is the draft, as it were, of the business
acqui sition and | ease agreenent.
Do you recogni ze that to be so?
Yeah.

MR BULMER. Move for its adm ssion.

MR TAYLOR The only issue | have is
there's handwiting that appears throughout the

docunent. |'mnot sure whose handwiting that is.
MR BULMER Let's cover that now so that
everyone -- well, | think the comm ssion -- because

if they don't have their copies, they won't know what
he's tal ki ng about .
MR TAYLOR Maybe we coul d j ust

establi sh whose handwiting it is.
(Continuing by M. Bulnmer) Do you have proposed
Exhi bit 19 before you?
Yes, | do.
And you see there's handwiting on it. Let's
elimnate the squiggles in the corner that crosses
off an exhibit froma deposition, and | will just
purport to the conmi ssion that was a CJIC heari ng.
Exhibit 19 is ny witing.

Now, other than that, can you identify the
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handwiting on this docunent?
Well, the majority of the handwiting is mne.
Whi ch handwiting is not yours?
Qut si de of what you referred to, page 2,
paragraph 12, |ooks like the word "Ham Iton" is not
in nmy handwiting. Page 3, under paragraph C the
witing is not nmy handwiting.

G her than that, it looks |like the handwiting
i's mne.

MR TAYLOR No objection.
JUDGE BROAN: 19 is adnitted.

Did you originally give this document to M. Schafer?
Yes, | did.
Did you have a copy in your own files?
No, | didn't.
Did you provide a copy of this docunent to the
Conmi ssi on on Judicial Conduct?
No, | didn't.
Have you seen this docunment before today, recently?
Yes, | have.
Wiere did you get it?
When | went to M. Schafer's office to retrieve ny
file regarding this between depositions for the
commission, | found it in his file, or ny file in his
of fice.
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Let's tal k about some of the handwiting on here.
Par agraph 3 says a nonrefundabl e option deposit of,
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it looks like, 15. That's your handwiting?
That's nmy handwriting.
What does that reflect?
Thi s docunent was the prem se of the deal with the
nunbers not filled in. Down at the bottomit | ooks
like it was prepared August 6th, 1992. That | ooks
l'i ke sonething that would come out of Gant's |ega
office; possibly his secretary prepared it that way
on that date. At least that's what it neans to ne.
And that's ny recollection, that it was prepared
sonetime early in August as a result of informa
notes taken in a conversation

It reflects that | would nake -- these are nme
putting these nunbers down saying | will make a
$50, 000 nonr efundabl e opti on deposit on the property.
Ckay. Turn to page 2 of the exhibit, paragraph 9.

Paragraph 9, | assume you're referring to (b), where
| wote --
Yes. Is that your handwriting?

That's nmy handwriting.

"-- Hamlton shall pay Pacific $50,000 in cash,”
referring to the busi ness now, because Pacific owned
t he busi ness, against a purchase price of 300, 000,
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bal ance of 250, payable as foll ows.

"As follows" would then bring me to the exhibit
that tal ks about the anortization of $3,000 a nonth.
| didn't know what the "as foll ows" was, because on
this date that we discussed, the anortization
schedul e had yet to be produced
Turning to page 3, paragraph 13(a), do you know whose
scratch-outs those are?
I believe Grant scratched those out in conversation
with ne.
You already testified that the | anguage in paragraph
(c) is M. Anderson's?
That's correct.
In paragraph (e), there is a scratch-out. Wuld you
read paragraph (e), please, as it was originally
drafted?
It says that, "This matter shall be cl osed as soon as
reasonably possible, but no later than Septenber 30,
1992."
And "30" has been scratched out?
"30" has been scratched out and "1" has been
i nserted.
This is a photocopy, so it's kind of hard to see. So
the "1" is just before the little coma?
No, the "1" is between the "r" and the "30". That
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isn't a comma, | don't believe. Mybe it is. |
guess it is a comma.

There's a "1" above that?

Yeah, there's a "1"

D d you nake that change?

I made that change.

Wiy di d you nake that change?

Because it was critically inportant to me by that
time that | -- the deal was, and that's why |
produced this, that | wanted the cash flow fromthe
first, the first of the season, which is the first of
the month. The season begins the day after Labor
Day.

So woul d the deal have been acceptable to you if it
had renai ned Septenber 30?

I would not have paid what | paid had it been on
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Septenber 30. | would have to rethink ny position

I thought ny position based on the entire season.
Turn to Exhibit 20, then

(Wtness conplies.)

Exhi bit 20 is another version of Exhibit 19?7

I believe Exhibit 20 is the typewitten
menorialization of handwitten notes that | nade and
that Grant had el sewhere, because this is the

agr eenent .
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It's dated August 26, 19927
| dated it August 26th, which was the date we signed
it.
Up in the upper left-hand corner are the words
"Draft." Do you see that?
Yes.
When were those put there?
I put the word "Draft" there when | was phot ocopyi ng
this for the conm ssion's subpoena in January 1997
Way did you do that?
Wl |, because | noticed that | had two agreenents.
had this exhibit and | had Exhibit 21 in ny files.
knew that there had been a draft, and M. Taylor's
subpoena pronpted nme to submit all drafts. |'mgoing
back into files of five years ago trying to conjure
what ever | can find.

| did this hurriedly. | was under the
inmpression, as | prepared for that deposition, that
there was just a m sunderstanding and that | needed
to go forth and explain the obvious, | guess to ne,
or what | knew to be the deal

And so | hurriedly put this information together
for the comm ssion subpoena, and | renenber that |
knew there was a draft, so as |'mcopying it, as
|l ook at Exhibits 20 and 21, superficially they | ook
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identical, and in the mddle of the night standing at
a copy nachine, they were identical to ne.

So | knew there had been a draft. | saw ny
handwitten notes on Exhibit 20, presuned that was
the draft, nade a note to nyself that this was
probably the draft.

At the tine you were appearing for your deposition
the first deposition with the comm ssion, did you
have a copy of Exhibit 19?

No, | did not.

Now | et's |l ook at Exhibit 20 and | ook at some of the
differences, then, that are between Exhibit 19 and
Exhi bit 20.

Turn your attentions to the first paragraph.

No, I'msorry, turn to paragraph 4. |Is that your
handwiting in Exhibit 20 reflecting the nunbers?
That's correct.

Are those nunbers the nunbers, then, which you
extrapol ated fromthe anortization tables which we
di scussed here earlier today?

That's correct.

And so when you gave the exanpl e about the $600, 000,
is that $600, 000 you were referring to in Septenber?
That's right, and that was, after two years' worth of
paynents, what woul d the bal ance on that $650, 000
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anortization be, and | rounded it to these nunbers.
Turn to paragraph 9(b) on Exhibit 20

(Wtness conplies.)

Does that then include the -- you testified as to
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Exhibit 19 that there was going to be an "as
follows," and does that now reflect the "as foll ows"?
Yes. The "as follows" would be $250, 000 over ten
years. The "as follows" would be the $3,000 a nonth
at seven-and-a-half percent.

And al so the figure includes 30,000 for the goodwill
at Pacific Lanes?

That was a discussion for allocation purposes of what
it was that | was buying.

On Exhibit 20, turning to paragraph 13, paragraph 13
is an additional paragraph; is that correct?

Yes.

Are these requirenments which needed to be nmet from
your point of view as to whether the deal would go

t hr ough?

Yes. Before Pacific Recreation Enterprises,

I ncor porated, would purchase or | would purchase as

an individual -- at this point | signed this as an
i ndi vi dual because the corporation had yet to be
formed -- | wanted to make sure that | coul d operate

and it was very material that these contingencies be
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met .
And paragraph (a) includes just the transfer of the
state and | ocal ganbling permits?
Successful transfer of all state and |ocal permts,
meaning we're in the city of Tacoma, so there were
occupancy pernits and things, specifically including
the ganbling license and the |iquor |icense.
If you could not get the ganbling license or the
liquor -- well, let nme back up

In the bowing alley business, howinportant are
the ganbling license and the |iquor |icense?
Bow i ng nakes up about 20 to 25 percent of the
revenues of this bowing center, so the bal ance of
those revenues or the vast nmajority cone fromthe
ganbling, liquor, food, other services.
I'n your opinion could you have operated a successfu
bow ing alley wi thout the ganbling or |iquor
l'i censes?
No
And in paragraph 13(d), it would appear to reflect
that the date has now been changed to Septenber 1st,
19927
That's correct.
What does that paragraph nean to you, 13(d)?
What Septenber 1st neant to ne was that Septenber 1st
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was the "as of" date that was naterial to me, that if
I was going to pay $300,000 for the business, that |
have possession of it, that the figures that the
revenue had to be for the benefit of the purchaser,
in this case me, from Septenber 1st on

You signed this August 26th, 1992, correct?

That's correct.

Was it feasible realistically that this natter would
actually cl ose by Septenber 1st, 19927

No, it wasn't feasible, and that's why |'msure --
the way Grant explained it to ne, that's why they put
Septenber 30 in the draft, because it wasn't
reasonable, but it was reasonable to nme that | wanted
the revenues, so that's what that paragraph neant.

It just wasn't drafted very carefully, is the way |
look at it.

I want to turn your attention nowto Exhibit 21
That's a subsequent iteration of the business and
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acquisition | ease agreenent?

Yes, it is.

Dat ed Septenber 19?

It's dated Septenber 19.

How di d that agreenent cone about?

M/ best recollection is that after | was preparing
for the subm ssion of the docunents as prepared by
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M. Favres at ny direction, | had discussed the
previ ous docunent, No. 20, with the various
regul atory agencies, or at least the |iquor agency.

| do recall their representative,

M. Norman Cothern, and he indicated to me after
looking at 20 that it was critically inportant for
their benefit that | nake up ny mind, aml a
corporation or am| an individual.

M/ recol lection is that in ny world, which dealt
with businesses and real estate as an exanple, where
earnest noney agreenents are readily assignable, it
was no big thing to put "WIlliamHam|ton for a
corporation to be forned." In the world of these
agencies, it was critically inportant to themthat
they investigate the entity that was going to do the
busi ness.

So he sent ne hone to clean it up, so to speak.
I had a document dated August 26th. The corporati on,
fromny know edge, was just being formed. | was not
even certain on August 26th that it had been fornmed,
and after | was sent hone to get the docunent, this
is the next edition of that same docunent retitled as
" Agreenment between Pacific Recreation Enterprises,"”
and then it goes on to say "a corporation to be
formed," which is extraneous.
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But all through this docunent, every place that
it used to say Ham Iton, it now says Pacific
Recreation. That was the purpose of this docunent,
was for the regulatory authorities.

JUDGE BROMN: W will take a brief recess
at this point.
(RECESS TAKEN.)
JUDGE BROAN:  Thank you.
At this tine the Conm ssion on Judicial Conduct

is joined by an additional menber. |If you would
stand and identify yourself, please.
M5. REYNOLDS: |'m Nora Reynol ds.

JUDGE BROMN:  And you're a |lay nenber of
the comm ssion; is that right?

M5. REYNOLDS: Right, and I'man
al ternate.
(Continuing by M. Bulmer) Before the break we were
di scussing Exhibit 21, | believe, M. Hanilton.
I"mthere.
So you were describing one of the differences between
Exhi bit 20 and 21 was the insertion of the nowfornmed
corporation Pacific Recreation Enterprises?
That was the intent of drafting the agreenent, was to
clean up that portion of it.
Turn to page 3 of Exhibit 21.
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(Wtness conplies.)

Par agr aph 13(d).

| see that.

And that paragraph provides "That this natter shall
be cl osed as soon as reasonably possible on the first
of the nonth follow ng the receipt of all approval s";



is that correct?

That's what it says.

Why was that change nade?

VWll, | don't recall that it necessarily needed to be
changed, but that the transacti on obviously had gone
past Septenber 1st, and | didn't want to delay it any
further should that be discovered as now we' re past
the cl osing date, now we have to go back and do it
agai n, because there's weeks involved as these
docunents are discussed at the regulatory level for
conmuni cati on.

So since we'd passed Septenber 1st, we'd al ready
made the deal, we knew that Septenber 1st was the
relevant "as of" date, so let's make this open-ended,
because we don't know how long this process is going
to take, whether it's going to take days or weeks or
nmont hs.

I had no inkling that it would take as |ong as
it did, because here | was a chief executive of a
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bank, | had been -- you know, ny net worth is on the
readerboard, |'mpart of a disclosure process. The
state agencies -- | assuned the state had access to
other agency information. | had been a banker
submitting ny financial information to the state
agenci es and been subject to their scrutiny since |
was 26 years old, so | figured that there wasn't
anything they really needed to know about ne. They
knew ny crimnal history, they knew everything about
nme.

You didn't have a crimnal history, did you?

No, | didn't. That was a formthat was filled out.
(LAUGHTER. )
You scare a | awer when you say sonething |like that.
Ckay, | wanted to make sure. They knew you

didn't have a crimnal history?

They knew | didn't have a crimnal history.

Al right. Now, you testified in your mind it was as
of Septenber 1st was how the accounting was going to
work out; is that correct?

That's correct.

Did you have any fear, by putting in a paragraph |ike
this, that the agreenent that you believe was in your
m nd was sonehow goi ng to be reneged on by

M. Anderson?
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No. | had ny reason to believe that. M. Anderson
and | had known one another for nany, many years.
He's an honorabl e person, |I'man honorabl e person.
That's the way business is done. |If you try to

presune every possibility, no business woul d ever be
done.

The reality is, you nenorialize your intents to
the best of possibility, to the best of your ability,
and you nove forward with that. And, in fact, that's
what we did and that's what happened, and | had no
reason to think anything to the contrary.

I'd ask you to turn to Exhibit 27, please.

I'mthere.

Exhibit 27 is a | ease agreenent showing a term
starting Decenber 1st and signed by you and

M. Anderson apparently on Novenber 6th, 19927
That's the date of the notarization of ny signature,
yes.

Wiy was this docunent executed?

M/ recollection is this docunent was a requirement of
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one of the regulatory agencies. | don't recall which
one. Possibly the ganbling agency. You enter into
an earnest noney agreenent, which are subject to the
previ ous exhibits, that say that the whole deal is
subj ect to the approval of these agencies. Then you
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get communi cation fromthe agencies that say that,
"W tentatively will approve this as soon as you
enter into and provide us copies of the closing
docunents. "

One of those cl osing docunents woul d be the
| ease, so they ask for the | ease. The |ease was
contingent, by virtue of the earnest noney agreenent,
on the approval of the licenses, so we entered into
this apparently in response to an inquiry fromthe
ganbling comission, if | remenber correctly.
Ckay. When did you get approval, then?
I believe the approval fromthe ganbling comm ssion
what | considered to be their approval, was
forthcom ng very quickly after the subnission of this
| ast document. They then sent nme a letter. To ny
recollection it said, "Ckay, we are now prepared to
issue a license. Now send us a copy of the closing

docunents, then we will issue the |license."
The |iquor board, which the investigator had
told me that he had done his investigation, | mean

i medi ately, so by the first part of Cctober, he was

ready to go, and he was going through his notions, so
I then contacted himand said, "Ckay, |I'mready to go
now wi th the ganbling conm ssion. Were's the |iquor
board approval ?"
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And that started that hurry-up process, and we
determ ned what was hol ding that up, and that
ultimately came |ater.

Handi ng you what's been marked Exhibit 16, what is
Exhi bit 16, please?
Exhibit 16 is a communication, it's a tenporary
permt fromthe Washi ngton State Liquor Control Board
i ssued Decenber 4th, 1992
Do you recogni ze that docunent?
I do.
Where did you see it first?
I believe | was given this by Norman Cot hern the day
that it becane avail able, the norning of the 4th of
Decenber is ny recollection

MR BULMER  Ask for adm ssion of
Exhi bit 16.

MR TAYLOR No objection

JUDGE BROMN: It will be admitted.
(Continuing by M. Bulmer) Disregard the facts line
at the top, which obviously is contenporaneous. You
pi cked this up, you believe, on the norning of
Decenber 4th?
That's ny recollection, is | picked this up directly
from Norman Cot her n.
Where woul d you have done that?
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In his office in Tacona.

Then what did you do on the 4th?

I went immediately to the |aw offices of G ant

Ander son and wote two $50, 000 checks and cl osed the
transaction

Prior to getting Exhibit 16, could you have cl osed
the transaction?

| didn't believe I had received all of ny approvals
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until | had received this docunent.

The exhibits we were just |ooking at before, the
purchase and acquisition agreenment, 21, | believe,
was the one with sort of the open-ended cl osing
paragraph in it, correct?

That's correct.

Under that, what woul d your understandi ng have been
as to when the matter would have closed if that
agreenent had been fol | owed?

If we'd foll owed that agreenent to the letter, we
woul dn't have cl osed until the first of the nonth
followi ng the receipt of this approval, which would
have put it at January 1st, 1993.

Did you foll ow that agreenent?

No, we didn't.

Way not ?

W had an understandi ng we woul d cl ose as soon as
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possible. The effective financial date was
Septenber 1st. Wen it officially closed was

irrelevant in our mnds, or at least in nmy mnd. It
coul d have closed at any tine, whenever the approvals
were received. | don't believe | ever even | ooked

back at this agreenment ever again, until recently, of
course
During the period of time from Septenber through the
end of Decenber, then, what was your managenent role
at the bowing alley?
M/ managenent role at the bowing alley was then and
is the same today. | generally make nyself avail able
to the day-to-day managenent. At that tine it was
Ms. Pagni and her daughter. Now it is ny son and
the staff. | nmake nyself available to themon a
frequent basis should they have questions.

| review financial information. By that, |I'm
tal ki ng about the financial statements and operating
statenents. | have spent the majority of ny tinme in
the capital expenditures, repairs, nmintenance
facilities, things of that nature that | consider
within the real mof ny expertise, since it's ny
nmoney, and they have a | ot of zeros behind those
dol l ars

The day-to-day managenent of counting the pul
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tabs and buying the food and the |iquor and training
the staff and polishing the balls are not anything
that | know anythi ng about, and | depend on the
peopl e that work there. There's over 40 full-time
staff in this organization. It runs all but two days
out of the year from8:00 in the morning until 2:00
in the norning

Has your rol e, management role, in the bowing alley
changed appreciably after Decenber 4th or after
January 30th of 19927

No, it didn't.

Wien you signed the fornmal closing papers on
Decenber 4th, 1992, did you and Grant Anderson have
an agreenent to adjust the price of the sale of the
bow ing alley in exchange -- to account for the cash
flow differential ?

No, we didn't.

What was your expectation as to how the cash fl ow
differential would be accounted?

M/ expectation was that the noney woul d be donicil ed
in the account of Pacific Lanes, Incorporated. Since
we were so close to the end of the year and we



23
24
25

obvi ously had passed Septenber 1st, there would be
sone noney |eft over out of the normal day-to-day
operati on.
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It was ny expectation, as | testified to
M. Taylor, that there would be cash flow avail abl e
as of the end of whenever, after Septenber 1st. So
since we were so close to -- their cal endar year-end,
their accounting year-end, is Decenmber 31st, whereas
my accounting year began Decenber 1st. That was the
fiscal year selected for ny corporation fromthe very
begi nning. It runs from Septenber 1st to August 30th
of each year.

So since we had to nake an adjustnent from
Sept enber 1st to Decenber 4th, why not nake that
adj ustment to Decenber 31st, let themconplete their
books, rather than stop in the mddle of an afternoon
and start operating out of new accounts, out of new
ganbling reports, out of new checking accounts,
things of that nature.

So | expected that sonetine after Decenber 31st,
the accountant would come to ne and say, "Pacific
Lanes has in their account this anmount of noney that
bel ongs to Pacific Rec for that period of time of
operation," and that the appropriate people for the
estate woul d then authorize a check be witten to
Paci fic Recreation.

There was no reason to contenpl ate an
adjustnment. | thought the cash would be there. |
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certainly hadn't taken it out.

Did you learn that the cash wasn't there?
Eventual |y, vyes.

Wien do you think you | earned that?

Ch, ny recollection is when M. lverson, the
accountant for the operation, produced these

adj ustments, | think he called them-- they becane
the adjustnents, but the mddle of February 1993,
probably, there was a docunent produced that said,
"This is the anount of noney that is no | onger
avai l abl e. "

Wl |, you knew before that that some sort of

adj ust ment was goi ng to have to be made?

Vll, | knew that the adjustnent woul d be made. |
knew t hat the noney was owed ny corporation. | don't
recall how soon after the first of the year | |earned

that the noney woul d not be avail abl e.

I'd ask you to turn to Exhibit 60.

I'"mthere.

What is Exhibit 60, please?

Exhi bit 60 is a docunent prepared by Kevin |verson,
the CPA, faxed to me on February 16th, to ny fax
nunber .

That's your fax nunber at the back, where it says --
588- 3503 was ny fax nunber at the tine.
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And this is purported to be the adjustnents
needed to adjust the cash flow from Septenber 1st to
Decenber 31st, and it's so stated.

When was the first tine you saw this docunent?

The best of ny recollection was on February 16th,
1993.

Did you have anything to do with the initial drafting
of this docunent?

No, | didn't.

Did you cone up with any of the vocabulary or words
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that are used on this document?

No, | didn't.

Were those provided to you by someone el se?

Thi s docunent appeared in ny fax nachine directly
fromthe accountant. There's his nunbers, they're
hi s words.

The top entry says, "Pacific Lanes purchase price
adj ust ment per discussions with G ant Anderson and
Bill Hamilton." Did you have anything to do with the
creation of that verbiage?

No, | did not.

D d you have discussions with M. |verson about
purchase price adjustnents prior to this day?

I don't believe so.

D d you have discussions with himabout any sort of
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adj ust ment s whi ch needed to be nade?
No
D d you have di scussions with himabout the need to
make adjustnents for cash flow?
No
When do you think you first -- did you have
di scussi ons with anybody about the need to nake
adj ust ment s?
Before this tinme, | don't recall.
Looki ng down at the mddl e of the |anguage, there's a
line that says, "Oiginal purchase price" and "Real ly
t ook possession January 1st, 1993." The next |ine
is, "Need to adjust for cash flow from Septenber 1st
to Decenber 31st."
Do you see that |ine?
I do.
Does that reflect your understanding of what this
docurent was intended to do?
That's correct.
That wasn't the final document, though, was it?
No. There were several editions of this docunent.
Look at Exhibit 30.
(Wtness conplies.)
Do you have that?
I have that.
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What is Exhibit 307?

It's another edition of the same docunent with some
additions. Looks like it's longer. There's sone
handwiting on it.

Is any of the handwiting yours?

None of the handwiting is mne.

Have you had an opportunity previous to this to
exam ne Exhibit 60 and Exhibit 30?

Yes, | have.

From your perspective, when the adjustnents are
finished on this matter, as it's refl ected on these
sheets, are you better off or worse off with the

| ater?

What Exhibit 30 tells ne is that there is nore noney
m ssing fromny operation than the previous exhibit
reflects.

Do you know what happened as a result of -- were you
at a neeting on March 9th, 1993, with M. Iverson and
M. Anderson and M. Fisher?

I don't specifically recall being at a neeting on
March 9th, 1993, but | very possibly coul d have been.
Did you agree to a purchase price adjustnment of the
property?

| agreed to accept a reduction in the anount of noney
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I owed the estate for the nmoney that was not
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avail abl e in the checking account from Septenber 1st
to well into 1993.

I's that your understanding of what was neant by a
purchase price adjustnent?

That's ny understandi ng of purchase price adjustnent,
yes.

Did you tell M. Iverson at any time that you needed
to find -- that there needed to be a specific nunber
to be applied for the adjustnents?

M. lverson created these nunbers. | didn't tell him
anything. He told ne

Wul d you have accepted whatever they were?

I woul d have accepted whatever he told ne. | had no
way of determning anything to the contrary.

So if they had been higher, you would have taken a

hi gher numnber?

I woul d have taken a hi gher nunber.

If they had been | ower, you woul d have taken a | ower
nunber ?

Very much so

At that point, whenever whatever adjustments were
made were made, did that wap up the initial round of
buyi ng of the bow ing alley operation?

M/ recollection is on March 9th, or with the date of
this docunent, this was the final adjustnent to be
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made when | purchased the business, the $300, 000 part
of the transaction, yes.
How nmuch did you pay as of March 9th, had you paid,
on the $300,000 part of the transaction?
Wel |, according to this, | had paid the difference
bet ween $300, 000 and roughly $125,000. | believe if
you follow the math here, it's -- what it nmeans to ne
is there was a $300, 000 purchase price. There was a
tentative purchase price adjustnent of some 92, 000
dollars. That was the anount of noney that shoul d
have been in the account from Septenber 1st to
Decenber 31st.

Since it was gone, | was given credit for that,
whi ch brought the bal ance to $207,000. Then | nade a
$50, 000 cash down paynent frommy corporation to
Paci fic Lanes, and then the bottom portion of it, the
31, 000, were payments nade out of ny operating
account subsequent to January 1st, 1993

The general staff managenent continued the sane
practices out of my Pacific Recreation account that
they had out of the Pacific Lanes account prior to
Decenber 31st, so there was an additional $31, 000
taken out of my account and paid for non-bow ing-
all ey-rel ated expenses to the estate, which brought
the bal ance down to, it appears, $125,513. So | paid
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all of the noney, paid the entire 300, 000, because
eventually | paid the loan off at 125, 000.
During opening, this is the part where | said
everyone sort of glazes over, but 1'd like to spend
just a nminute or two going over it, because this is
nunbers, so let's get going.

The starting price at the top is the 300, 000
that you had agreed to pay, correct?
That's correct.
And while there was a $250, 000 note out there, that
was the original price $300, 000?
That's correct.
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W get down here where it says, "Tentative purchase
price adjustrment." W' re skipping down through that
accounting process as to how M. Iverson got there.
And that's 92,829; is that correct?

That's correct.

And what is your understandi ng agai n of what that
nunber represents?

M/ understanding is that those are the funds, the
cash flow, that woul d have been in the account that
the estate would have witten a check to me after
Decenber 31st, 1992, which was the fall noney.

Who woul d have had that noney had you cl osed
Septenber 1st, if you had actually taken possession
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Sept enber 1st?

If ny corporation had been approved and the
corporation had been in business, that $92,829 woul d
have been in the account of Pacific Recreation

Ent er pri ses.

And if that had occurred, would you have been
entitled to any sort of adjustnent against the note
for that anount of noney?

No.

We cone to the adjusted purchase price, based on
that, then, of 207. The next line down in the cash
down. That's the armount that you wote on Decenber
4th; is that correct?

That's the check | wote to Pacific Lanes,

I ncor porated, on Decenber 4th

So that further woul d reduce, then, the anount that
you're going to owe by that 50, 000?

That's correct.

Then the next group of nunmbers, do those represent --
wel |, they say what they are, "Payment nade by

Paci fic Rec on behalf of Pacific Lanes," correct?
That's correct.

And those are funds which your corporation, after
January 1st, paid but which were really Pacific
Lanes' bills; is that right?
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That's correct.

If we had never had any other adjustment to this
matter, if we ignore everything above that |ine, what
woul d have been the obligation, to your

under st andi ng, of Pacific Lanes to Pacific Recreation
for that $31, 0007?

Paci fic Lanes, |ncorporated --

Ri ght.

-- to distinguish between the bowing alley, their
corporation woul d have owed Pacific Recreation

$31, 658 for funds that were taken out of Pacific
Recreation's account to pay non-bow i ng-alley-rel ated
expenses of the Pacific Lanes, |ncorporated,

So that's an anount of nmoney that -- if Pacific
Lanes, Incorporated, was cash flush, all right, let
me put it that way, what woul d you have expected to
happen to that $31,000, plus or m nus?

Vell, first of all, | wouldn't have expected it to be
taken in the first place. Notw thstanding that,
woul d have expected, once the accountant derived at
the figure, that they would have witten me a check
because they woul d have realized the error and

woul d have had ny $31, 658 back into the account right
along with the $92, 000, which woul d have been then
the funds, the cash flow, available to carry ne
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through the entire 12-nonth season.

So, then, that nunber -- they didn't have the cash,
t hough, did they?

Apparently not.

So that nunber was then applied as well against the
pur chase price?

Well, that -- yes.

And that bottom --

The note was further reduced.

Al right, the note was further reduced. And the
bott om nunber, then, "Amount ow ng," 125,513, who
owes that anount of noney?

Pacific Recreation Enterprises. That is the bal ance
of the $250,000 note after those two adjustnents, the
92 and the 31, are made, that Pacific Rec owes

Paci fic Lanes, Inc., the balance of that noney on
that quarter-of-a-mllion-dollar note.

When t hese adjustments were nmade, however, that
wasn't the end of your involvenent of selling of the
bowing alley or the bowing alley assets to the
estate, was it?

That wasn't the end of ny involvenent of buying the
assets of the bowing alley, no.

Who were you dealing with at this point? And we're
tal king in March of '93.
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In March of '93 ny recollection is that | had been
dealing with the Fisher firmat that point, dealt
specifically with Stephen Fisher as the trustee, and
his staff.

M. Fisher was the trustee of the trust that had been
set up --

That's what | understand.

-- when the estate was cl osed?

Utimately, in the fall of 1993, you ended up
not exercising the option but rather buying the
property outright; is that a fair sunmary?

That's correct.
How did that come about?

Don't take too long. Ht the high points.

I don't know that there are any high points. There
are lots of points.

In the spring of 1993, late spring, April, it
becane apparent to me that | was approaching the end
of the season, and ny staff was telling me that we
were running out of noney. | had nade these
prepaynents, in effect, so the summer nobney was gone.
| had nade $125,000 worth of reductions.

So looking forward to the fact that | was goi ng
to have to now, in addition to putting in nmy original
cont enpl at ed hundred thousand dollars, | was going to
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have to put in a like amount, probably, to get
t hrough the sunmmer.

I had nade sone decisions structurally by that
tine or physically in the bowing alley. W were
buil ding a second cocktail |ounge; | was painting the
bui | di ng; we were buying sone additional fixtures; |
had found it necessary to put in sone additional
heating and air-conditioning equi pnent.

So | had been faced wi th ownershi p deci sions.
The reality of ownership had cone to ne, and ny | ease
called for ne to nake those additions.

So the dollar anount had grown froma
contenpl ated original hundred, hundred and a quarter,
to two-and-a-half tinmes that. That's what | was



15
16
17
18
19
20
21
22
23
24
25

Q

A
Q

|l ooking at. That was nore than ny appetite, so to
speak, woul d have been on a short-term basis
short-term nmeaning go to the bank and sign a note for
$100, 000 and try to figure out how |I'mgoing to pay
it off infour to six nonths, since | knew the
bowing alley wasn't going to do that.

So | --
Do you need to take a break, M. Hamilton? Are you
okay?
No, I'mfine. Thanks
I interrupted your train of thought.
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No, no, that's all right

So | noved forward and started searching for
sone termtype financing, termneaning over a period
of tinme rather than possibly 90 days fromnow. And
believe that's when | first thought about the fact
that maybe | would end up buying this real estate now
because | had chased ny $100,000 with an obligation
of well over that again, and, you know, you just
can't back out of that.

The noney was in, so the idea of an option and
maybe backi ng out of this at some future point if it
didn't work right was no | onger an option to ne.
had bought the place. | had bought the land, | had
bought the building, because | was chasi ng ny noney,
and | woul d have had to walk away fromall of it, and
there was way too nmuch nmoney involved in it at that
time

So I, | think, started |ooking for term
financing to work towards the purchase of the
property.

And then at sone point did you discover that there
were structural problems with the building that you
had not anti ci pat ed?

Wll, that was later on. Again, in the sumrer of
1993, while we were going through the sumrer repairs
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and | was spending the noney that | contenpl ated
woul d spend and paying the payrolls and everything,
to add insult to injury, we discovered broken trusses
inthe attic. And, again, that summer we cl osed the
buil ding as an unsafe structure, and | spent another
hi gh-five-figure unanticipated sumjust to get the
bow i ng structure back open again for the fal
| eagues.
And then in the fall did you go ahead then and
negoti ate an agreenent to buy the property?
| believe by that time | had already discussed this
at sone length with M. Fisher, and it woul d have
been in the summer -- | think | approached him
sonetime during the sunmer -- with the concept that
was contenplating this and would the trust be
anmenabl e to the purchase price and coul d we di scuss
terns.

Then while we were in those discussions, ny
recol lection is, we discovered the broken trusses in

what was still their building. So since it was their
building and I still could walk, | could still just
go away and they woul d possibly have some -- "they"

meani ng the estate or the estate corporati on, would
have sone possi ble downstreamliabilities for me for
nondi scl osure of structural problens that they may or
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may not have been aware of.
| don't renmenber who wanted out of it worse



3 whether | wanted in to chase ny noney or he wanted

4 out because of the liability, but the discussions

5 went about rather quickly then.

6 Q During those discussions, was Judge Anderson invol ved
7 in those discussions?

8 A No. Judge Anderson was conspi cuously absent from

9 those di scussi ons.

10 Q We're not going to get into the details of the

11 agreement, because we'll get into that when

12 M. Fisher comes, but ultimately in the fall, about
13 the end of Cctober, the deal was finalized; would

14 that be correct?

15 A Yes, the end of Cctober, first of Novenber, | had

16 obt ai ned conventional financing to cash out the trust
17 and purchase the building, which included a payoff of
18 what was |left of the $300, 000.

19 Q Now, we all know that in January of 1993, you began
20 to nmake $800- a- nonth payments on Judge Anderson's

21 aut onobi l e, correct?

22 A Yes, the end of January.

23 Q How di d you |l earn that Grant Anderson had purchased a
24 new aut onobi | e?

25 A M/ recollection is that he was | ooking at various
FOOT OF PAGE 258

1 autonobiles in Decenber. | don't recall the Cadillac
2 as being any different than any of the rest of them
3 He came into ny office, which was adjacent to

4 the bank, first part of January, and it may have been
5 the 9th, which was the day he was in the bank to nmake
6 that paynment, or whenever it was, and that's when |
7 | earned that he had actually nade the purchase of the
8 aut onobi | e.

9 Q Did you have any invol venent what soever w th Judge
10 Anderson's getting the [oan at your bank?

11 A None what soever.

12 Q Were you a day-to-day managi ng of ficer of the bank at
13 that point?

14 A No, | was not. | had already resigned as chief

15 executive of the bank. That summer | was there as a
16 consul tant and renai ned there through 1996 in that

17 capacity.

18 Q Wien did you make a deternination to nmake these

19 payments for Judge Anderson?

20 A I don't recall specifically, M. Bulner. | believe
21 that -- | could stop there, | guess, but ny

22 recol l ection, ny best recollection, is that Judge

23 Anderson, who was a judge by that tinme, but | knew
24 himthen and still know himnow as Gant --

25 Q Sur e.
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1 A So | have a rough tinme -- | don't want to be

2 di srespectful, but he's ny friend, not ny judge, |

3 guess.

4 Q That's fine.

5 A I recall himcomng in, talking about the purchase of
6 the Cadillac. In fact, it was sitting out in front
7 of the office, and we tal ked about its physical

8 appear ance, etcetera.

9 | recall himlanmenting -- and, again, | don't

10 want to be disrespectful -- lanenting the fact that
11 this is a financial obligation now, this is not

12 sonet hing that he took lightly. Judge Anderson,

13 Grant Anderson, was not a big borrower of noney. |
14 had banked hi m over a nunber of years and he had

15 borrowed noney, but he took it very seriously.

16 And so it renminded me at that tine that, ny
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gosh, | had never ever gotten a bill from himever
for 15 years' worth of services. Each tinme he would
give nme sonmething, it would be for the price of a
breakfast or a lunch or sonething of that nature;
let's go to a Husky gane; let's go to dinner; let's
spend Saturday bunm ng around together. It was that
kind of a relationship. W were friends. He's as
good a male friend as | have.

And so | renenber saying, gosh, | felt kind of
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cheap at that time, because attorneys cost a |ot of
money. |'ve spent a | ot of nmoney on attorneys, and
I'"d never spent a dine for the advice and counsel and
friendship that | had gotten from Grant.

| was doing well at that tine. M children were
out of college. | had placed the bowing alley --
you know, | was in the bowing alley. | was in other
busi nesses. They were financed. | had finally
retired after 30-plus years in ny business. M
health was reasonably good. | felt good.

So | said, "Let ne pay you sonething for your
services,"” and that's how that cane about. |
couldn't just walk up to himand say, "Here." That
woul d humiliate him He didn't want anything. He
wasn't in a position to take anything, he expl ai ned
tonme. And | said, "Wll, you can take a gift. |
can give you a gift, can | not?" and he said, "Yes."

So to nake it palatable to himin ny mnd, |
said, well, you know, I'mnot just going to hand him
a check or hand hi m sone cash or sonething of that
nature. That would have not been socially acceptable
to him so let's make it sonething that he can live
Wi th.

And it was $800, is the way | looked at it. It
was $800 a nonth, and | said, "Let nme nake sone
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payments on your Cadillac."

D d you have any expectati on as to how many paynents
it would be?

Not hi ng specific, but in nmy mind | figured, you know,
a year or two, sonething like that. | look at $800,
and that rounds out to be about $10, 000, give or
take, and, you know, | thought 10, $15, 000.

There were other circunstances at the tine that
were going on in his life that | knew about as a
friend that gave nme cause to think that maybe that
woul d be a reasonabl e anount.

At this point, in January 1993, what was your

understandi ng -- you nade reference to it -- of

M. Anderson's situation?

Vll, this is where it gets difficult, because we're
dealing with people that | know and care for.

G ant and Diane had -- ny contact was with
Gant, and | believed that their personal
relationship was in a deteriorating capacity. | had
observed themtogether on a few occasions. | had

been with himas friends, and he had confided in me
the deterioration of their personal relationship.

And what | was referring to in ny previous
statenent was that | was under the inpression that to
the extent that Grant could find a way -- his
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children were grown, his children were noved out --
expected him although he never said this
specifically, but | expected himto eventual ly
separate from Ms. Anderson, from D ane.
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Q

That would give me, | guess, atine line in
which | could then stop maki ng the paynents. And
ultimately that's exactly what did happen.

Now, we know that initially you wote a check, and
then after that it went on an automati c paynent
program is that correct?

That's correct.

And those paynments cane fromthe Pacific Recreation
Ent er pri ses account ?

That's correct.

Did you ever discuss or tell Gant Anderson what the
source was of the actual paynment of those accounts?
No, | didn't.

At about the tine you nade this gift, | knowthis is
hi ghly personal and | apol ogi ze, but what

approxi mately was your net worth at the tine you nade
this gift, in January of '93?

M/ net worth has fluctuated, but well above

$2 million.

Utimately, tinme went by, and you described yesterday
in your testinony that the dissolution happened and
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you used that as an opportunity to discuss wth Judge
Ander son stoppi ng the paynments, correct?

That's correct.

Yest erday you nade reference to that as being sort of
a socially acceptabl e but unconfortable situation.
Coul d you explain that?

If | recall the context of the question, it was what
pronmpted me to stop neking the paynents. Gant and
Di ane lived together, well, all through '93 and all
through '94, is ny recollection. | do recall that he
tal ked to ne about noving in the winter of 1994, but
didn't.

He tal ked about moving in with you possibly, didn't
he?

Yes, he did.

Thank you. Go ahead.

And ultimately didn't nove out of their home until
the winter of 1995. Then, of course, he's nmoved into
an apartnent, he's paying rent. There again, | don't
have a noment that | felt socially that | could say,
"CGee, now, now that you've got additional burdens of
finances, now |'mgoing to stop making the paynents."
Wiy is that? Wy can't you just walk up to a guy
who's your friend and say, "CGee, Gant, |'ve been
maki ng t hese $800 paynents, but | don't want to make
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them anynore"?

Wll, it's just not ny style. First of all, I'm
not missing any neals, as you can well tell, so |
didn't -- by that time | had spent tens of thousands
of dollars on the services that I'd got fromhimfor
nothing. |If | had paid for the entire car, it still
woul dn't have been too nuch.

This man is ny friend. | care a great deal for

him And so | had given hima gift. How do you stop
giving a gift once you' ve given a gift? It was just
unacceptable for me to nmake any arbitrary change. MW
financial condition hadn't deteriorated. Quite
frankly, it was not sonething that | thought about.

I didn't wake up in the norning saying, "Gee, how am
I going to get out of this deal today?"

You didn't want to be a piker?

I didn't want to be a piker in the first place, and |
didn't want to be a piker at the end.



19 Q So the nmarriage deteriorated further, the

20 di ssolution, and he cane to you and indicated that
21 was goi ng on, and that's when you raised the issue to
22 hi m about stoppi ng nmaki ng the paynments?

23 A I guess | becane a piker on that.

24 Q Al right.

25 A | expected through all of his conversations with me
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1 during his separation and so on -- and | spent a

2 great deal of time with himafter that as his friend.
3 You know, he wasn't sure he nmade the right decision,
4 he was hemm ng and haw ng about, you know, this. He
5 felt badly about a wonan that he had been with for

6 many, nmany years. He cares for D ane as a person, or
7 cared for her. | don't know where he stands today.
8 I can tell you at that tine he cared a great deal

9 about her. He loves his boys very much, and the

10 effects that this was going to have on them and

11 G ant was troubled with this.

12 So | wasn't sure there wasn't going to be a

13 reconciliation or anything of this nature. But on
14 the day in May that he said to ne, "Today is the day
15 that she filed, we are irretrievably broken," that's
16 when | becane a piker, to use your phrase.

17 Q I don't mean to insult you and | apol ogi ze, sir.

18 A That's when | took advantage of the monent.

19 Q And you then told him-- and you paid it off on that
20 day?

21 A | paidit off on that day.

22 Q Wiy did you do that?

23 A Because | didn't want to deal with this situation

24 ever again socially.

25 Q But this noney was still going to be owed?
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1 A But it wasn't sonething that he could forget. It

2 wasn't $800. There was going to be another paynent
3 due before he came back fromhis trip. | wanted to
4 make sure that the dollar amount that | was paying

5 off, the dollar anmount that was due, wasn't after

6 anot her $800 paynment. So it was, "Ckay, |'ll pay it
7 off."

8 | didn't have to pay it off. And | renenber in
9 my mnd, nmy recollection was that | just said, "Ckay,
10 when, " you know, "when is this going to happen? Wy
11 doesn't it happen today?"

12 Vel |, he was creating spending noney for his

13 trip, and that was when he told me he was going on a
14 trip.

15 So | don't recall -- | shouldn't say | don't

16 recall. M recollectionis | said | would pay it off
17 and he could pay me back. That way there woul d never
18 be a question that 1'd have to bring this up again.
19 He woul dn't forget $8,000. This wasn't sonething I
20 woul d have to socially deal with again.

21 Q Because he now owed it to a friend?

22 A Because he now owed it to me. Well, he owed it to
23 me. There's a difference between ny giving hima

24 gift. The gift was over with. Now he owed ne

25 $8, 000.
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And he did pay the 8,000?

And he did pay nme the $8, 000.

And much was nmade that this 8,000 was in cash. Are
you a person that deals in cash or |ikes cash?

Li ke cash? |'ma person that deals with cash, yes.

I cash checks quite frequently. Keep in mnd | said



7
8
9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

>O0>» O

I was a banker fromthe tine | was 18. It is not
easy, and as the recipient of being a nerchant or a
banker and seei ng, you know, $3.29 checks to the
Dai ry Queen being bounced, | always felt
unconfortabl e with people, nerchants, and | had
enpathy for the merchants that are taking these
checks frompeople, this 1QU, not know ng whet her
it's any good or not. And | never wanted to put
anyone in that position any nore than | had to

So to the extent that I've grown financially
over the years, 1've always carried cash. | carry
cash on ny vacations, carry cash all the tine. |It's
not that 1'm-- you know, | go to the bank and cash a
check for several thousand dollars a nonth.
So is it surprising to you that this $8,000 was
ultimately spent out of your pocket, then?
Was it surprising that | spent it?
WAS it surprising to you?
Unfortunately, no.
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Q
A

M. Tayl or asked you a very narrow question about
gifts to people on the other side of you during
transactions. Do you renenber those questions?
I do.
Let's ask a broader question. What other -- have you
given other gifts in the '92/'93 period of tinme?
I have given gifts to many peopl e over the years,
before, during and after that period of time. But in
that period of time -- | was asked to recall that --
I have several instances of where | have, quote
"given" people noney outright, sone of it in cash
some of it in checks. Friends, people in need

| have, quote, "l oaned" people noney wi thout any
expectation of repaynment and w t hout ever receiving
repaynent. Friends, business friends, that | know
woul d not take the noney regardl ess of their need.
Socially | gave themthe opportunity to say it was a
| oan, even though | never had any expectation of
payrment and never have received any paynent and never
have witten it off and never have taken a tax
deduction for these obligations.

So, yes, | have done that a nunmber of times over
the years and continue to do that.
Gve themon the scal e of $800-a-nonth payments?
No
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Q
A

Anything that large, that small?

I can't think of any transaction or any gift that
I've given anybody that is as small as $800, outside
of, you know, the usual charitable things that one

m ght involve thenself in.

So these gifts that you' re tal ki ng about that you
have in mnd to friends or famly or business people
are greater than the noney that's involved here with
M. Anderson?

Yes.

I knowit's difficult and it's getting late, it's
getting towards |lunch, but the question is pregnant
inthe air, as they say. W need a coupl e of
exanples. Can you give ne a couple of exanples from
back in that tine period?

Vll, to begin with, | thought of G ant Anderson not
on the other side of a business transaction, but on
anot her plane. M business transaction with G ant
Anderson was over with in the sumrer of 1992, as far
as | was concerned, when | agreed to buy the bow ing
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all ey.

Now, then, in 1993, which was a lifetine after
that, in ny estimation, Gant Anderson, ny friend,
realized that | have not treated himfairly in ny
opinion, so as in the past, | have -- well, | have
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anot her attorney who did for nme simlar things that
Gant did, M. Christopher Hoss (phonetic). And

again, | hate to talk about people that aren't here,
but I'Il talk about ny relationship with Christopher
Hoss

He was an attorney in private practice. | used

himin ny professional capacity, ultimtely hiring
hi m as general counsel for ny bank. W becane good
friends. After we sold the bank, both he and | were
out of a job, which was part of the deal. W officed
t oget her.

He provided me the same kind of service that
Grant was providing me, you know, just genera
counsel, "Look at this docunent,"” and in his case he
even drafted sone docunents for nme, which | don't
believe |'ve ever asked Grant to do, but | don't
recal | specifically, never sending ne a bill, never
dealing with that.

He had found hinself enbroiled in a very bad
situation financially with an apartment conplex that
he had bought, a number of multiple units, renta
units. | was the owner of the first position
personally; | had purchased a contract fromthe
original owner. He, on the other hand, had purchased
the property fromthe original buyer, who was a
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client of his, and under his management, during his
managenent, the project fell far behind in all of its
obl i gations, which included quite a delinquency on
the first nortgage to ne personally and the second
nmortgage to the contract seller.

He canme across a buyer. As a matter of fact, |
think | brought himthe buyer, to try to figure a way
for himto get out and me to get sonething out of
that without conpletely taking apart ny friend
Again, it was not a question of noney. It was a
question of a friendship.

So the sale closed on this transaction, these
dupl exes and triplexes. | think there were 11 units
11 doors, four duplexes and one triplex. And in
order for this sale to go through, there had to be
sone serious discounting on the underlying bal ances,
because he was without resources to pay this. He was
starting a practice again, etcetera.

And | believe | discounted over $40,000 worth of
principal and interest to allow that transaction to
cl ose, and then, after the discounting or
cont enporaneous with that, | |oaned hi manot her
$15, 000 so that he coul d pay the second nortgagee,
who was conpl etely behind ne.

| had no obligation to do that. That was just
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me helping a friend. This transaction would have
been in the '91/'90 era, and | knew then that the
probability of ever getting that $15,000 back was --
forget the $42,000 that | discounted that | was never
going to get back. | realized that | probably woul d
never get the $15, 000 back

And, in fact, he nominally paid interest on it
for about a year, year-and-a-half, which took ne into
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the '93/'94 era, and |'ve never gotten another dine,
we' ve never discussed it, |'ve never brought it up.
Just ny expectation was fulfilled.
Soci al ly unconfortable for you?
Soci ally unconfortable for ne.
I don't want to spend a lot nore tinme with this, but
I think we should just cover one or two nore just
because the issue is -- go ahead. Do you have any
nor e?
M/ recollectionis, and | was recalled to this from
tine to tinme when, as this transacti on has been tried
out in the newspaper, people would cone to ne and
recall their financial involvement with ne or, to use
their word, ny generosity, "Cee, if you ever need
anything, let ne know "

There was a gentleman that | had done business
with in the clothing business, and his name is Randy
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Berggren. He owned a clothing firmcalled Berggren
out in Lakewood, and | bought clothes fromhim W
becane friends over the years, and | know his wife
and his children and back and forth. Randy is nuch
younger than |

He had fallen on hard times and actually filed
personal and busi ness bankruptcy over this.

Subsequent to that bankruptcy, or as that was goi ng

t hrough, he was concerned because he had conme to ne
for sone | evel of counsel on how he would make a
living, and another mutual friend and | put hi mback
i n business, providing funds and cosigning | oans, and
he is in business today in Tacona, Tacoma Custom
Aothiers and Shirtmakers, it's called. It's down on
Ninth Street.

And he recalled that in addition to cosigning
and gi vi ng hi m noney which he did repay out of that
new busi ness, that | personally gave hi msevera
t housand dollars a nonth for several nonths to feed
his famly during this transitional period. That was
a gift that | gave him There was no note. Frankly,
I hadn't even remenbered it.

And our friendship has prevailed and | asted
t hese years.

Any nore, one nore?
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Ch, golly. There was an old custoner of mne by the
nane of Richard Chiarovano. Wen | net him he was
the treasurer of Days dothing here in Tacoma. A
very fine gentleman, lovely wife, two children grown.
Days cl osed up. He took his retirement and his
resources and invested themin the jewel ry business,
jewel ry manufacturing and, to the best of ny

know edge, lost it all

To the extent that he had found hinself in
1990/ 1991 where he had, | believe it was either a
sales tax or an incone tax liability or sonething
along that line, he was in dire straits for noney.

He had been a custoner at ny bank. That was ny
relationship. He was a fine gentleman, a fine
person. He needed ten grand, and he needed it now
There was no basis in the world for a bank | oan, even
t hough he approached ne in that capacity, so | wote
hi m a personal check

He did sign a note. It is secured by sonme
busi ness assets of his that | suppose | could realize
on, but some seven or eight years later, nine years
later, eight years, | guess, he's never paid a dine.
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W' ve discussed it fromtime to time as he brings it
up. He still acknow edges the debt. |'ve never
charged it off. 1've never asked himfor the noney.
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| considered it a gift.

Those are just sone that conme to ny mnd out of
that geographic time -- or that chronol ogical tine.
Did there cone a time when you got involved in a
busi ness with your brother, | think, maybe, a
dry-cl eani ng busi ness?

Yeah. | have one brother. He's three years ol der
than I am and he kind of disappeared in the '70s.
saw hi m when our father died in 1972 and didn't see
himagain until the early '80s.

At that time our nother was still alive, and she
was |iving here in Tacona, and ny brother called ne
fromthe Sout hwest soneplace, and he had reached the
bottom of his barrel, so to speak, and finally
reached out for some help that he thought | could
help himwith. | nmean, | was the only relative he
had.

So he found his way to Tacoma. | put himup in
an apartnment. He becane physically and enotionally
healing in the process. | gave hi mnoney every week
to pay his expenses and bought hima car and ki nd of
let himheal fromwithin.

Over a period of nonths we | ooked for sonething
for himto get involved in. Eventually we found a
dry-cl eani ng business, and so | went to the bank and
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co-signed a loan, or actually |I got the noney. He
did not have any credit.

W had to put hi mthrough bankruptcy, which was
very ticklish for him | nean, this is ny big
brother. He's the one with the coll ege education
and he's coning to his little brother, and his little
brother is actually assisting him W' ve reconciled
that over the years, and that's a personal nmatter

But nonethel ess, | gave himthe noney to buy the
laundry, and as |uck would have it, he operated it.
Subsequent to that -- we're talking a period of

years now -- he started going to church. He met a
lovely lady who was the pastor of the Presbyterian
church where he was going, and they got narried
This was his third marri age.

And after one trying weekend when | was -- |
regularly went to his laundry on Saturday, usually
woul d take one or nore of nmy six children with ne,
and we woul d physically clean the |aundry because
that was nore than he could put into his schedul e, he
felt, so that's what we woul d do.

And | would assist himw th what he was behind,
you know. | learned howto clean shirts and press
shirts and things of that nature, which was not a
career anbition of nmine, but nonetheless --.
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And on a particul ar Saturday, we had some words
and |"'mnot a structurally religious person, but the
following Monday | got a call fromthe broker that
had sold us this thing, and she says that it's tinme
to -- "l have sonmeone interested in buying this.
Wul d you be interested in selling it?" and | said
"Certainly."

MR TAYLOR  Your Honor, perhaps we coul d
go to a question-and-answer fornat.
JUDGE BROAN: | think that woul d be good
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Can we try some questions and answers --

MR BULMER  Sure

JUDGE BROM: -- instead of just an
open-ended personal life history? | think we need to
get back to sonething that's relevant to these
pr oceedi ngs.
(Continuing by M. Bulmer) So did you -- |'mjust
interested in what you -- you hel ped your brother buy
the cl eaners?
I hel ped ny brother buy the cleaners. That day we
sold the cl eaners.

MR TAYLOR  (bject on the basis of
rel evance.

JUDGE BROWN:  What's the rel evance of him
hel pi ng his brother by the cleaners?

FOOT OF PAGE 278

O~NO O WNPRE

15
16
17
18
19
20
21
22
23
24
25

MR BULMER  The issue in this proceeding
has been that sonehow this was unusual, this
transaction that M. Hamlton had wi th Judge Anderson
was unusual, and is not characteristic of howthis
man operates in relationship with his famly and his
friends.

JUDGE BROAWN: Objection will be

sust ai ned.

MR BULMER  Ckay.
(Continuing by M. Bulmer) |'mal nost done, M.
Ham Iton. In fact, | amdone, except for one nore
questi on.

Did you nake the car paynents to Judge Anderson
as a payoff for adjustnents to be nmade to the note on
the bowing alley?

I did not.
Thank you.
MR TAYLOR | have just a couple
questions maybe we can get in before the break
JUDGE BROMN:  All right.

REDI RECT EXAM NATI ON

BY MR TAYLOR

Q

We heard a lot about a lot of gifts to a lot of
peopl e, and you've told us you made a gift to Richard
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Chi arovano. He was the clothing salesman or the

cl ot hing store?

No. Richard Chiarovano was a friend that had a
busi ness, jewelry business.

Ckay, he was the jeweler. And you nade a gift to
hi n?

That's correct.

Didn't you make a loan to hin? That was a | oan you
made to him wasn't it?

He accepted it on the basis that he sign a note in
1991/'92. He's never made a payment, so | consider
it agift. For himto accept it, he considered it a
loan. It was socially nore palatable at that tine.
Didn't he come to you and ask you for a loan; isn't
that what happened here?

He canme to nme and asked nme for sonme noney.

Did he cone to you and ask you for a | oan?

I don't recall that word.

Why don't you take a | ook at page 33 of your
deposition, line 3.

(Wtness conplies.)

Do you see there: "What were the circunstances under
whi ch you gave that," referring to the noney, "to
Di ck Chi arovano?
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"ANSWER: He approached ne for a private |oan."
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Now, you testified, M. Hanilton, about a
conversation you had with a |l awer, Pat Confort. Do
you recall M. Confort?

Actually, 1'd like to read the conpl ete answer.
JUDGE BROMN:  Wbul d you answer the

question, please?

M. Pat Confort, do | recall know ng hin®

Do you recall a nmeeting you testified about with

M. Confort?

Yes.

And you nmet with hi mbecause he knew about bow ing

alleys, right?

I nmet with himbecause he had been an owner of a

bow ing alley and he was a business |awer and a

friend.

And you wanted advi ce from hi m because you were

t hi nki ng about buying a bow ing alley?

I don't know that | wanted advice fromhim | wanted

himto listen to ny idea and see if he found any

holes init.

And you say he tal ked to you about |eagues and the

i mportance of | eagues, right?

That's correct.

How t hey begin in Septenber and end in April?

That's correct.
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And | wote this down. You said he told you, this
| awyer from whom you were seeking advi ce and payi ng
for advice, he told you to capture all the cash that
you can because you're going to need it during the
summrer nont hs.
Do you recall that advice you got from Lawyer
Confort?
That's essentially it.
Ckay. Turn to page 21 -- or Exhibit 21, please.
Before we get there, that was inportant to you,
wasn't it, to get the cash from Septenber forward?
It was inportant to me that | capture as much of the
busi ness operation during the affluent part of the
season to make it through the downturn of the season.
And that was one of the nmost critical parts of the
deal, wasn't it, to get that cash, because otherw se
you' d be bankrupt essentially cone the follow ng
summer, right?
Well, no, we wouldn't be bankrupt. The point is, the
operation would not provide the cash probably to nake
it through the summer.
So you needed that cash?
Needed t he cash.
Ckay. Turn to page 21, please -- or Exhibit 21.
I have that.
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Turn to the second paragraph -- or to the second
page.
(Wtness conplies.)
Paragraph 11. This is the docunent you signed, and
this is the deal you and M. Anderson had after you
got your advice from Lawyer Confort.

Does paragraph 11 say that the inventory,
equi pnent and goodwi | | purchased by Enterprises --
that's you, Pacific Enterprises -- the things you're
purchasing shall not include any accounts receivable
or cash? Was that your deal wth Judge Anderson?
Yeah. | was not to buy the cash in the till for
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$300, 000.
O the accounts receivable, the nmoney that was com ng
in from Septenber 1 forward?
No. There are no accounts receivable in this
busi ness except naybe a rubber check that soneone
bounced. That's what accounts receivable are. And
the cash that's referred to there is the till cash or
the, quote, "bank," that $5150. That's referred to
el sewhere that | paid for outside of the $300, 000.
Wll, let ne ask you another question. It also goes
on to say: "Nor shall Enterprises be responsible for
any accounts payable at the date of closing."

| heard your testinony about the adjustnent
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agreement. Isn't it true that you calculated the
nmoney that canme in from Septenber through Decenber,
the revenue that was generated, and you reduced that
by the amount of noney that had been paid out from
Sept enber t hrough Decenber, correct?

| don't want to m sunderstand the statenent, so coul d
you read that for nme or tell ne another way?

The purchase price adjustnment, the starting point of
that was, you cal cul ated the revenue, the gross
revenue that had been received, correct?

| didn't calculate it at all. M understandi ng was
that from Septenber 1st to the date of the adjustnent
or the end of the year, Decenber 30th, that all of
the revenues com ng through the bowing alley and al
of the expenses relative to the bowing alley would
be paid out of that cash flow, and whatever was |eft
over after that cash flow would be paid to Pacific
Recreation Enterprises.

But by the time we get to the price adjustnent
process, wasn't the first step to calculate the
revenues, the gross revenues? Isn't that what we see

right at the beginning of, | don't know, | want to
say Exhibit 60 or so? W got to the net income
M. Taylor, | didn't do these adjustnents, so you're

going to have to talk to M. Iverson, because he's
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the one that generated these adjustnents.

Ckay. Well --

| don't know how he cane to these concl usions

Let's l ook at Exhibit 60. | think you went through
this in sone detail with M. Bulner. | think these

nunbers, we went through it twce; do you recal
that ?

I went through, | believe, Exhibit 30 with

M. Bul nmer.

Vell, let's use Exhibit 30, then. First thing we did
was take the net incone from Decenber and the net

i ncome in August, correct?

That's correct, or the net loss in this instance
Ckay. So the business had earned a net cash flow of
$45, 000, right?

That's correct.

And took the gross cash flow -- and the gross cash
flow, that was the cash that was supposed to be
yours, right?

That was part of the cash that shoul d have been m ne
And you elimnated fromthat the expenses that had
been incurred by the conpany, by Pacific Lanes, from
Sept enber through Decenber, right?

That's how he arrived at that nunmber. He took the
incone | ess the expenses.
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And if we go back to Exhibit 20, then, we see that
you weren't responsible for any accounts payabl e at
closing. Wren't the adjustnments, M. Hanilton
exactly the opposite of what the agreenent in
paragraph 11 says?

You were taxed for, if you will, the accounts
payabl e of the business from Septenber 1 forward, and
that was used to reduce the gross revenue, correct?
No. Accounts payable in the context of the agreenent
in Exhibit 20 would be that after the closing took
place, that if there were any outstandi ng payabl es of
Paci fic Lanes, Incorporated, | would not owe them

Accounts payabl e are not paid out of cash, so as
the cash cane in -- through the daily operations from
Sept enber 1st on, you have cash coning in -- you pay
bills. Those are not necessarily accounts payabl e;
those are bills that are paid

So it's after you reach the point of closing,
after you actually cl ose the books, which would have
been as of Septenber 1st, was the date that any
accounts payable that that corporation still had
woul d be theirs.

So any accounts payable after Septenber 1 were stil
the responsibility of Pacific Lanes?
Any out standi ng payables that were fromthe results
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prior to Septenber 1 would have still been theirs.
have no idea what they were, if there were any.

And M. lverson will testify that those were then
used to reduce the gross revenues that you were
credited with, correct?

I don't know what M. lverson will testify.

One | ast question before the break. You essentially
got the benefit of the noney earned from Septenber
forward in 1992 by Pacific Lanes?

That's correct. That was mny bargain.

Ckay. Your conpany, Pacific Recreation, didn't pay
the incone tax on that noney, did it? Wasn't the
incone tax paid by Pacific Lanes?

There was no incone tax. Pacific Lanes, the
operation, |ost nmoney during that period of time, as
the exhibit shows.

Let me ask it a different way, M. Hanilton. For tax
purposes, wasn't the incone assigned to Pacific Lanes
and you did not pay tax on it, Pacific Recreation?
Utimtely, Pacific Recreation would have paid tax on
any profits. 1'mnot sure | understand the question
so | would probably have to defer to the accountant
for any questions regardi ng accounting

Did you pay the incone tax on the noney Pacific
Recreation received that had been earned by Pacific
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Lanes, yes or no?
| took a reduction in the anount ow ng for that
noney, so | guess the answer to that is no.

MR TAYLOR |Is now a good tine for a
break, Your Honor?

JUDCGE BROAWW  In a nonent. Are you
through with your questions?

MR TAYLOR | have quite a bit nore. |
have probably have another 45 m nutes

JUDGE BROMN: Al right. Then we'll take
a break. W'll recess for lunch. W'Il resune at
1:30. Thank you

(LUNCH RECESS TAKEN.)
JUDGE BROAN: Pl ease be seated. W're
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ready to continue the exanination of M. Hamlton.
M. Hanmilton, can you resune the w tness stand.

(Continuing by M. Taylor) Good afternoon,

M. Hamlton.

Good afternoon, M. Taylor.

You testified at length towards the end of the

nor ni ng sessi on about many, many gifts you had nade.

Yes.

And | take it fromyour testinony there's nore you

could tell us about?

I"'msure there are.
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Ckay. You also testified, though, that you had never
taken a tax deduction for any of these gifts. D d I
wite that down right?

To the best of ny know edge, that's correct.

So it's correct that the only supposed gift you ever
treated for tax purposes as an expense was the

Cadi | | ac paynments you made on Judge Anderson's

behal f ?

M. Taylor, | think as it relates to what was
deducted for tax purposes and what was deducted from
t he checking account for operating purposes, you're
going to have to ask the accountant who prepared the
tax return. | did not consciously deal with that
issue at all.

Is it correct that the Cadillac paynents for Judge
Anderson were treated as an expense and for tax
purposes used to reduce your taxable incone?

To the extent that there woul d have been taxabl e

i ncone, which there wasn't at the tine, the answer to
that is yes. That was done by the accountant.

And you' d never done that with any other gift?

Any gifts that | had given personally, to the best of
my know edge, have never been deducted for tax

pur poses.

Take a | ook at Exhibit 18, please.
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(Wtness conplies.)

Turn to the second page of Exhibit 18.

(Wtness conplies.)

Down there at the bottom we see a nunber that says,
it looks |ike apostrophe 19927

Yes.

What are those --

JUDGE BROMN:  One nonent .

Ms. Reynol ds, you probably don't have this
exhibit and will be supplied that later on -- that
was adm tted when you were not here -- unless there's
an extra copy at this point. Probably not.

THE WTNESS: | have an extra copy here.
It's on one piece of paper.

JUDGE BROMN: Wl |, she can probably
share with the other nenbers of the comm ssion at
this point.

CGo ahead.

(Continuing by M. Taylor) The second page of

Exhi bit 18, down there at the bottomit says
apostrophe '92. Do you see that?

Yes, | do.

What are those numbers?

M/ recollection is those are the incone nunbers, the
gross inconme nunbers or spendabl e i ncome nunbers,

FOOT OF PAGE 290

1
2

avai l abl e for overhead purposes for the nonths of
May, June and August of '92.



15
16
17
18
19
20
21
22
23
24
25

o >r»0O0>» O

Was it May, June, July and August, but July it was

cl osed?

That's correct.

And you got these nunbers fromthe accountant?

I got those nunbers fromthe accounting records.

Ckay. So sonebody cal cul ated how much gross

revenue -- at the end of August, or follow ng the end
of August, sonebody cal cul ated how nmuch gross revenue
had been earned and then you wote that down?

O | could have gotten that froman old accounting
report. The point is, | was taking nunbers that were
avail able to ne either through interpolation or from
accounting reports or from sone internal-generated
thing that said in May and June there was 28, 23, it
was closed in July. | mght have guessed at 25 for
August based on old records. | went back in '91 and
pul l ed out the 28. The 25 mi ght have cone from'91
al so, because this was being prepared prior to August
of '92, by ny recollection

Ckay. | was just curious because |I'd seen the August
'92 nunbers in here, the nunbers for the cl ose of
August ' 92, and your testinmony was this was generated
wel | before then?
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Q

Yeah. M recollectionis it was generated in June of
"92. | just -- you can tell I'mnot nuch of a
bookkeeper .

I'n June 1992, you say. D d you know in June of 1992
that it was going to close in July of 1992? Wo told
you that?

The bowing alley was closed at that tinme when | was
dealing with this.

Well, you didn't prepare it in June, then; it was
later?

Coul d have been July.

Could it have been Septenber when you prepared this?
No, | don't believe it was, no

Ckay. Now, your conversation w th Judge Anderson
when, as you described it, he explained to you he
didn't |ike naking car paynments, do you recall that?
That was ny recollection. He did not |ike making
payment s, period

And he'd conplained to you or, as his | awer said, he
had whined to you about making paynents, however you
want to characterize it?

He | amented the beginning of a financial obligation
even though he obviously could afford it, etcetera,
etcetera

And that conversation occurred the day he cane in, |
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think you said January 9th, the day he cane in and
pai d the $9, 000?
M/ recollection is it was on or shortly thereafter
that he commented about that.
And that was the day -- whether it was the 8th or the
10th or 12th or whatever, that was the day you first
saw the Cadill ac?
That was the day that | first saw the Cadillac, yes
Tell me as best you can what he said that day about
payment s and conpl ai ni ng about them
Vell, | believe |'ve testified about that. |t wasn't
so nuch he was conpl ai ni ng about the paynents, it's
just the idea that here he is, he's back from
vacation, he's starting a new job, he's bought a new
car for the first time in a long tine.

I know him and he knew that | knew himand his
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borrowi ng habits. He never really nade regul ar
payrments, if | recall, when he borrowed noney from ny
bank that I was aware of. He might set it up on a
nmont hly paynent, but then he would come in, just like
he did on this transaction, and take a check from
what ever source and apply that, a partnership draw,
sonet hi ng unusual , not a regular nonthly paynent.

He wasn't a paynment kind of guy, | guess is the
best way to put it. | don't know how else to state
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Ckay. You've got a pretty good recollection of this
conversation, it sounds |ike?
No, not necessarily the conversation, just a
recollection of ny friend and the way he did
busi ness.
Ckay. Have you ever testified that the conversation
was much briefer with no reference to himlanenting
about car paynents or buying a new car or anything
like that?
I don't recall
Wiy don't you take a | ook at page 88 of your
deposi tion
(Wtness conplies.)
Starting at page 87, line 23, line 20

"QUESTION:  You had no know edge in advance of
himarriving at the bank in his Cadillac that he had
bought a Cadill ac?

"ANSWER  That's true.

"QUESTI ON:  What happened then? He pulled up
and you saw the car and he told you about it; what

happened?
"ANSWER:  Actually, ny office is in another room
since | retired. He pulled up. | can always hear

his voice. You'd have to be there to understand what
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ki nd of bank this is. It was right at closing time,
which is always when he arrives. He's in there
negoti ating, and he's tal king about this car."

Then you go on to say: "A ways, when he is
through with his transaction, he would stick his head
in ny door. W'd chat about life in general. |
think the bank was closed. He had nmade his
arrangenents, done what he was going to do. M car
was parked out front, right alongside his, and he
went out to show nme his new acquisition.”

The new acquisition was the Cadillac?

Yes.
And | asked you, "What did he say?"

And you said, your response: "What did | say?"

| said, "What did he, Judge Anderson, say?

"ANSWER:  Just the fact that he had bought a new

car.
"QUESTION: Wiat did you say?
"Not hing, other than, | guess, 'It's a fine
| ooking car."'"

That's the sane conversati on where you now say
he tal ked about |amenting or whining about the car
paynent s?

Not specifically, no. As | just testified, | don't
know when we had that conversati on and when he tal ked
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about that. |1'mnot specific whether it was that
day, it was the next day. It was sonetinme between
that day and when | made the first payment, which was
some weeks |ater.
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Ckay. | just want to get your recollection now
Yeah.

The "as of Septenmber 1" agreenent, the agreenent that
you woul d get the profits or the cash flow, however
you want to describe it, as of Septenber 1, that's
sonet hi ng you and Judge Anderson had di scussed in
early August?

I don't believe we discussed the fact of the cash
flow, the profits or anything. The transaction was
to close then. The purpose of that statement wasn't

necessarily that -- to nme, as the person, ny
understandi ng of it was whether it could officially
close with all the approvals, | think |'ve testified

I didn't think that was possible. But the spirit of
the deal, the control, the cash flow, the financia
reality, would take place effective Septenber 1st.
Ckay. So you knew it couldn't close Septenber 1
when you signed the agreenent?

I think | testified to that, yes.

Ckay. And that's sonething you and Judge Anderson
had di scussed?
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W didn't discuss it in detail either way, sir

Ckay. You knew it couldn't close Septenber 1. And
you said the spirit of the deal was, even though it
couldn't close Septenber 1, you would get the cash
flow fromthat point forward, even if it didn't

cl ose?

That was ny under st andi ng.

Based on conversations w th Judge Anderson?

Based on ny understandi ng of the deal

Ckay. And | think you called it a handshake dea
that you had wth Judge Anderson?

I don't recall whether we shook hands or not. That's
a phrase.

That's a phrase that you used. 1s that a good way to
descri be the understanding you and Judge Anderson
had?

We had an understandi ng between two busi nessnen t hat
have known one another and trusted one another for
many, nany years

Ckay. Now, Exhibit 20, please

(Wtness conplies.)

That's the docunent that accurately reflected your
verbal agreenents and understandi ngs with Judge
Ander son?

That's the docunent that he drafted that | signed

FOOT OF PACE 297

O ~NO O WN PR

O >0 >

that accurately reflected the material deal that we
made

Ckay. And a very material termwas that you woul d
get the cash flow from Septenber 1 forward even

t hough you knew it wouldn't close Septenber 1; is
that right?

It was material to ne that the Septenber 1st date
appear in the docunent as the intended cl osing date.
Was it material to you also -- in the overall schene
of the transaction, it was nmaterial to you that you
get the cash flow as of Septenber 1 even though you
knew it couldn't close Septenmber 1. Was that

i mportant?

Yes, that is.

That's the deal you and Judge Anderson had?

That is correct.

Can you show us where in Exhibit 20 it says that even
if the deal doesn't close Septenber 1, and you knew
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it wasn't going to close Septenber 1, can you show us
where it says you get the cash flow fromthat point
f orwar d?

MR BULMER (hjection. That's not a
question that was asked and answered on direct.

JUDGE BROAN:  Sust ai ned.
Did this Exhibit 20 accurately reflect your agreenent
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wi th Judge Anderson?

The agreenment fairly reflected ny understandi ng of
the transaction

Very wel | .

And ny understandi ng of everything that we had

di scussed.

Ckay. Now, you were entitled to this cash flow or
the profits because you had agreed to treat the sale
as having closed on Septenber 1?

MR BULMER hjection to the formof the
question. Cash flow and profit are not the same
thing, and it's been a consistent thing
However you want to phrase it.

JUDGE BROAN: Go ahead, counsel
What was the question?

Wl |, the deal, were you supposed to get the profits
or the cash flow?

The cash flow, all of the cash that was generated
from Sept enber 1st through the end of the year or

t hrough whenever | closed officially, was to be |eft
behi nd, net of the expenses that were used or
necessary to generate that cash

Ckay. So it was the cash flow you were getting and
not the profit?

It was the cash flow, yes
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Ckay. And you were getting that because you had
agreed to treat the sale as having cl osed as of

Sept enber 17

That was the accounti ng understandi ng, yes.

Ckay. Didn't you tell us once upon a tinme that the
reason you got the profits during this period -- not
the cash flow but the profits -- you were entitled to
profits because you were nanagi ng the corporation
isn't that what you said previously?

| don't know, sir.

Way don't you take a | ook at page 50 of your

deposi tion

(Wtness conplies.)

Begi nning at line 4. "Through ny efforts, through ny
efforts,” this is your testinmony, "they received
$131,000. They received it as an advance paynent.
This was under ny tutorage of the corporation.”

Then it goes on to say:

"QUESTION:  So in making the purchase of the
operation, you were credited with 131,000 that was
generated during the tine that you nanaged it?

"ANSWER  That's probably an accurate statenent.
I don't knowthat it is the right dollar anount, but
I was credited some dollar anount.

"QUESTION:  Wiether the dollar amount is
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the purchase price?

"ANSWER  That's correct.

"QUESTI ON: W got Septenber through Decenber
profit of $45, 000.

"ANSVER:  Uh- huh
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"QUESTION: And you were given credit for that
because it was under your managenent ?

"ANSWER  That's correct."

Under your deal with Judge Anderson,
M. Hamlton, were you entitled to the cash flow or
the profit?
M/ understanding is that | would get the cash flow

At the time | took this deposition, | hadn't had
an opportunity to review any of the docunents. | was
there to try to assist you, M. Taylor, in
under st andi ng the way | understood the transaction.

And given what | had in front of me at the tine
and the length of tine | had to study it, | would say
that the difference between profit and cash fl ow,
that word has been thrown around and interm ngl ed
here quite a bit, and | probably didn't focus on it
at the time.
Now, you say you hadn't had a chance to revi ew any
docunents. Hadn't you, in connection with getting
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docunents together to produce in response to the
subpoena for this deposition, hadn't you been up till
m dni ght copyi ng docunent s?

No. | said | was up late the night before in ny
office where | worked trying to even find the files
and then get the docunents in the mail or get them
prepared to take to you.

| believe, if | recall, | had sent the docunents
to you previously and you hadn't even gotten them so
we had to go back through sone nonths later. It was

just like a day or so before ny tinme to appear that |
realized that you had notified nme that you hadn't
recei ved the docunents, so | had to refind the files,
recopy the docunents in preparation of the deposition
with you, so | hadn't had a chance to review them at
all.

Ckay. Well, hadn't you reviewed them enough to sit
there and see two earnest noney agreenents? You were
trying to figure out what was goi ng on between the
two, and so you decided, "Ha, this one is the draft."
Had you had enough time to do that?

No. As a matter of fact, that evening | saw two
docunents with different dates. | didn't |ook at
themto determ ne what the difference was, other than
the dates | saw handwitten on the one dated
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August 26th, | presuned that was the draft, and
therefore | wote the word "Draft" on it, because |
knew t here had been a draft and your subpoena duces
tecum had asked for any drafts that | mght have in
nmy possession.

So as | copied that, | wote in pencil in the
upper left-hand corner the word "Draft” as a rem nder
to nyself that that m ght be responsive to your
request .

It wasn't in the first deposition on
January 21st that | even noticed or you didn't
question any difference between the two. | just
submitted themto you. It wasn't until during the
second deposition some six nmonths later that I,
during that deposition, realized that these two
exhibits were even different and brought that to your
attention in the June deposition.

Can you point that out to ne in the June deposition,
M. Hanilton?
That's what | said. | pointed it out to you in the
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June deposition

Can you show nme now where it says that anywhere in
this deposition?

Well, not off the top of ny head, no. But ny
recol | ection was that during the June deposition was
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when |, at least, cane to the realization that these
documents were in fact different
So it's your testimony, then, that in your
preparation for the second deposition, you found this
docunent and wote "Draft” on it, after your first
and before your second?
No. It was in preparation of the response to the
first deposition that | wote "Draft" on it.
Ckay. Now, in the first deposition, didn't you tel
us that you had witten "Draft" on it sinultaneously
with its preparation back in 19927
I don't believe so.
Why don't you take a | ook at page 15, please
(Wtness conplies.)
It says:

"QUESTION. What is Exhibit 1?

"ANSWER: This is the draft of the acquisition
and | ease agreenent for the purchase of corporate
assets for Pacific Lanes and the | ease of the bow ing

all ey.

"QUESTION:  Wien you say 'draft,' | notice it is
dated and executed by you and Judge Anderson. Ws
this intended to be original -- was this intended

originally to be a final and then it was |ater
revised, or what exactly was the significance of this
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A

in your mnd?

"ANSWER: M recollection was that we had
di scussed these realities on nore than a few
occasions W th nothing ever being produced in
witing. | had gone ahead and started the formation
of ny corporation and things of that nature, so he
nmenorialized for our purposes his understandi ng of
the agreenent, |eaving sone blanks which I filled in.
That is my witing, and | wote the word 'Draft’' on
it, and | put the word ' August 26th'" onit."
Agai n, what page are you referring to?
Page 16.
167
Wien did you wite the word "Draft” on it? Ws it,
as you testified, when it was originally prepared, or
was it at 11 o' clock at night?
It was in 1997, and | don't see anything inconsistent
with that.
Very well. Now, is it fair to say that under this
handshake deal between you and Judge Anderson, that
you were acting as the owner for some purposes but
you weren't acting as the owner for other purposes;
is that a fair way to describe it?
I was acting as the owner in the sane purpose as
act as the owner today. The only difference was that
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neither | nor the corporation | was fornmng were the
licensees for ganbling and Iiquor, but everything
that | did then every day is exactly what | do now
everyday. O everything that | don't do, nore
inmportantly, is what | don't do now.

Again, nmy questionis: Is it fair to characterize

t he handshake deal as though you were acting as the
owner for sone purposes but you weren't acting as the
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owner for other purposes; is that a fair description?
I don't know that that's a fair explanation.
characterized ny understanding of it, | believe, in
ny answer.

Wiy don't you take a | ook at page 70 of your

deposi tion, please.

(Wtness conplies.)

Li ne 16:

"Stated sinply, then, is it correct for sone
purposes you and Judge Anderson acted as though there
had been a change in ownership and for other purposes
you did not act as though there had been a change in
ownership; is that a sinple way to describe it?

"ANSWER That is a sinple description, yes.

"QUESTION:  And an accurate description?

"ANSWER: By ny understanding, yes."

So for some purposes you were the owner and for
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ot her purposes you weren't?

Again, at that time | wasn't interested in semantics
| didn't realize the ganesnmanship with words. But to
answer your question --

I"'mnot trying to play ganmes. | just want to get an
under st andi ngs of what the deal was.

It was a sinple description that for some purposes
was the owner; for the purposes of the ganmbling and
the |iquor board, |I was not the owner.

And where in all of the docunents that deal with this
transaction and deal with the estate's noney, not
Judge Anderson's noney, but the estate's noney, where
can we look to to find out which purposes you were
the owner for and which purposes you weren't the
owner for; where is that docunented?

There is nothing docunented to that extent.

Ckay.

Wth regard to these ownership issues, where can we
find the ground rules for how you and Judge Anderson
were going to be treating not his noney but the
estate's noney?

Where can we understand where he was going to be
dealing with it? You' d have to ask him

No, |'masking --

M/ under st andi ng was Sept enber 1st was the cl osing
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date, the "as of" date. That was ny understandi ng.
That was the basis on which we closed the
transaction

Is there anything that details the scope of what your
owner shi p was goi ng to be and what your ownership was
not going to be?

Just an under st andi ng between two peopl e that
under st ood t he deal

Ckay. MNow, the deal, as | understand it, it was a
mllion-dollar deal overall between the purchase of
the operation and the purchase of the ground and

bui | di ngs?

That's correct.

Take a | ook at Exhibit 37, please.

(Wtness conplies.)

That's the real estate excise tax affidavit that you
signed in connection with the purchase of the ground
and bui | di ngs from Hof f nan- St evenson?

That's correct.

And you signed it there and then Judge Anderson as
presi dent of Hof f man- St evenson?

Yes.
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And the purchase price for the ground and buil di ngs,
the gross purchase price -- gross sales price, I'm
sorry -- is $508, 0967
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That's what it says.
Was that accurate?
Wll, not inny mind, it wasn't accurate, other than
the fact that that was the anount of noney that was
being transferred at that time. This was prepared by
M. Fisher's office.
I had obviously given him $50, 000 as

nonr ef undabl e option noney. | don't know how t hey
handl e that, but that wasn't part of a transaction
that was closing at that particular tine.
So the $508, 096 - -

JUDGE BROM: |'msorry. Does he need to
be advised of his rights, the wtness?

MR TAYLOR H s counsel is present.

JUDGE BROMN: | nean, the docunent is
signed under penalty of perjury, and | believe the
testinony he just said was, "l don't believe that's

accurate.”

I's there some problemor can we just continue?
I just wanted to bring that up. You can continue if
you want .
(Continuing by M. Taylor) Going back to this
docunent, M. Hamlton, the gross sales price was
$508, 096. 07, and you just testified that was not
accurate in your mnd, correct?

FOOTr OF PAGE 309

A

O~NO O~ WNPRE

15
16 A
17
18
19
20
21
22
23 Q
24

25

> O

What |'msaying is that --

MR BULMER  Just a minute, M. Hanilton.

That m scharacterizes his testinmony. H's

testinmony was that it was not accurate to his way of
thinking, is what he said.

MR TAYLOR Maybe we can have the court
reporter read back the answer.

(THE LAST COVPLETE ANSVER WAS READ. )

(Continuing by M. Taylor) So in your mnd, the
$508, 096. 07 was not an accurate figure, right?
In nmy mind the $508, 000 figure was the anount of
nmoney that was being transferred fromny account to
the selling account at that particular tine.
Was that or was that not an accurate figure of the
gross sales price?
That is not all the noney that | had paid for the
buil ding over a period of time, but that was the
amount of noney that was transferred at that nonent.
Again, nmy question --
M/ understandi ng of an excise tax affidavit is that
at that time that | was signing that docunent, that
was the anount of money that was being transferred.
M/ question is, and it's a sinple one, the
$508, 096. 07, at the tine you signed it, did you
believe it to be accurate?
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Yes, | did.

Ckay. So the gross sales price was $508,000. That's
the price you paid to buy the ground and buil di ngs

f rom Hof f man- St evenson, | ncorporated; is that right?
That's not a fair characterization. That's the
amount of money | paid on Cctober 11th, 1993.

Ckay. Well, tell us about the noney you paid that
doesn't show up on the excise tax affidavit.

Wll, inny mnd, again, ny understanding is that |
had al ready paid sonetine before that, alnost a year
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before that, | had paid a $50, 000 option price for
the purpose of securing that, so to nme that was a
part of the real estate transaction

Wiy didn't you pay excise tax on the $50, 000, then?
I'mnot an accountant. | don't know.

Did you nake any effort, before signing this under
penalty of perjury, to figure out what was right and
what was wong and what was accurate and what wasn't,
or did you just sign it?

The effort | nade was to know that on the day

signed this, they were authorized to receive

$508, 096. 07, and | caused that amount of noney to go
to them

And you had previously paid $50,000, right, for the
option?
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| paid $50,000 the previous year for the option

So that gets us to 558, 000.

That was in nmind how nuch | had put in there, in
addition to a nunber of $6,000 nonthly paynents.

How nany? By fall there would have been, what, six?
Actually, no. | believe they had gone back to

Sept enber of 1992, and those adjustnents woul d have
been nade all the way back

You didn't pay any rent, you didn't pay any rent at
all from Septenber through Decenber during that
period, correct?

It was deducted fromthe account as part of the

adj ust ments, yes.

Long after the fact?

I didn't wite -- well, not long after the fact. The
adj ust ments were done in February and March of 1993.
Ckay. So we've got 508,000 under the excise tax,
whether it's accurate or not. W've got 50,000 on
the option.

You' ve got, what, Septenber through Septenber;
you' ve got 12 nmonths of rent payments. We'll give
you the credit for the 6,000 you weren't payi ng each
nmont h Sept enber through Decenber. That gets you to
72,000 for rent; is that right? By the tine you
bought the buildings, you had paid 72,000 in rent?
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That seens reasonabl e

Ckay. What other nonies had you pai d?

I don't believe the estate had received any ot her

f unds.

Ckay. Had you paid any of the estate's obligations?
Not know ngly.

Ckay. How do we get to the million-dollar deal?
Wl 1, how do you get to the $700,000 deal for the
real estate? You have the $300,000 deal which was

t he busi ness

No, let's back up. | understood -- you tell me if I
m sunder st ood your testinony. | understood your
testinony, and from opening statenments on, that this
was and al ways would be a million-dollar transaction
and you deci ded on your own to allocate 300,000 to

t he busi ness operation and 700,000 to the rea
estate.

Wiat I'mtrying to understand is, regardl ess of
how you allocate it, did the estate get a mllion
dol lars for selling the operation and the ground and
buil dings, and if so, how do you get there?

Well, by ny way of adding is at the tine | nade the
transaction, it was to be $300,000 for the business,
$700,000 for the real estate. We've accounted for



25

the $300, 000, by ny way of understanding at |east,
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before lunch. That |eft 700, 000.

There was $50,000 in option nmoney, which |eft
650. There was $72,000 worth of paynents, which
brings us down under $600, 000, and there was $508, 000
at the time of closing of the purchase of the rea
estate. The purchase of the real estate was done
over a year after the nillion-dollar transaction was
cl osed or was contenpl at ed.

This was not a fulfillnent of an option. This
was a brand-new deal for a broken building that
ultimately | spent over a half-mllion dollars on
trying to keep the ceiling off the ground.

| woul dn't have paid $650,000 nore for the
bui I ding and had to go out and borrow noney, pay | oan
fees, pay an increased interest rate, pay appraisals
pay environmental statements, and so there was a
brand- new deal struck with M. Fisher for the
purchase of the building. It had nothing to do with
the option. The option was the basis of the
begi nni ng of the discussions
Let's back up a second and take a | ook at Exhibit 20
pl ease
(Wtness conplies.)

Exhi bit 20, nmy recollection is you hand-wote in
those -- if you look at the first page, paragraph 4,
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see those handwitten figures in there?

That's correct.

Ckay. You put those there?

That's right.

And these were part of the deal ?

Those were part of the deal, the option, should
ever exercise it, as of August 26th, 1992

Ckay. And that provided that if you were to buy it
two years in the future, you were going to pay
$600, 000?

Under the terns of the option agreenent.

Ckay. And then if you were to buy it in '96, the
price was down to 540 and then in '98, 475. So the
| onger you took before you bought it, the less you
woul d have to pay for it, right?

That's correct.

And wor ki ng backwards, the earlier you bought it, the
nore you'd have to pay for it; that's also right?
That's correct.

And the price that you pai d when you bought the
ground and buil dings, you didn't pay this option
price that had been bargained for and negotiated, did
you?

I certainly didn't.

You paid sonething |less, didn't you?
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Pai d sonet hing | ess.
So that part of the agreenent was gone, right?
I didn't exercise the option
You bought the buildings, right?
Under a separate agreement and a separate negotiation
with a separate seller representative, | negotiated
the purchase of a building that I had now been in for
over a year that we realized the trusses were broken
that ultimately | made the decision to buy the
bui | di ng.

| bargained for a price. Had | known even then
a year later what | know now, | would not have paid
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the 508. | spent nore than that putting the trusses
back toget her

So you ended up with a bad deal ?

I ended up with a bad building, not a bad deal

The busi ness has done pretty wel | ?

The business has paid its bills.

Hasn't it done better than that?

I believe we broke into the profit for the first tinme
here just this |ast year.

Vll, didn't you tell me, January of '97, referring
to the '96 fiscal year, "Wll, anong all of ny

i nvol venents, conpani es, accounts and so on, Pacific
Recreation is now a very high gross business."
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Fair statenent?
It's a very high gross business is a fair statement.
Let nme ask one question. You had the option to buy
the building in '94 for 600,000, and we know that if
you bought it sooner, the price woul d have been
sooner under your option forrmula. You bought the
buil ding, right?
Yes.
Ckay. You didn't pay the option price?
That's correct.
So the option di sappeared?
The option went away.
Ckay. So as | understand it, then, under the
busi ness acquisition and | ease agreenent, the part
about you getting the profits as of Septenber 1,
1992, which isn't spelled out in the agreenent,
that survived the fact that it didn't close on
Septenber 1, 1992, right?
M/ understandi ng of the "closing as of" date of
Sept enber 1st was ny under st andi ng.
But the option evaporated; you were no |onger bound
by the purchase price set forth in the business
acquisition and | ease agreenent, right?
The option that we're talking about is a separate
docurent that resulted out of the business
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acquisition and | ease agreenent. |'ve never seen
that in evidence, but there is a separate option and
a nenorandum of option that was prepared as part of
the closing in Decenber of 1992.

Ckay. Well, look at Exhibit 29. It is in evidence,
the option

(Wtness conplies.)

Sane price there as in the business acquisition
agreenent, right?

It appears to be.

Wll, is there any doubt in your m nd?

No

Ckay. Let's back up for a second. Tell nme how much
noney Pacific Recreation -- | don't want to hear

about adjustnents. Tell nme how nuch noney out of
pocket Pacific Recreation paid to Pacific Lanes and
Hof f man- St evenson to buy the bow ing alley operation
and the ground and bui |l di ngs

MR BULMER  (pbjection. Unfair question
You can't linit the client or the testinmony by --
W'l get to the adjustments. Right now !l want to
break it down. First how nuch noney did you pay out
of pocket ?

JUDGE BROM:. The objection will be
overruled. The witness can answer the question if
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he's able to

I can't answer every bit of it, but | can answer that
| paid $50,000 down on the building on the option
$50, 000 down on the business. In ny mnd | paid
$300, 000 for the business; | paid a series of $3,000
payrments or caused themto be paid; | paid a series
of $6,000 paynents; and | paid $508,000 at the tinme
nmy loan closed in the fall of 1993.

Isn"t it correct, M. Hamlton, at the end of the day
this was not a mllion-dollar deal? Even if you
factor in adjustnments or everything el se, you stil
cone out at $900, 000 or |ess?

By ny recollection, there was a discount at the tine
of the negotiation of the purchase of the building of
approxi mately $100,000. That was to induce ne to go
out and buy the building at that time with the broken
trusses, an unknown liability, and that turned out
that that unknown liability, to bring it back up to
occupi ed position, which | just finished in cal endar
1997, after a series of different repairs, cost in

t he nei ghborhood of a half a mllion dollars

Ckay.

So that discount of 100,000 cost me 500, 000 and
wasn't that good of a bargain to be done in advance
by rme.
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What did you get out of your insurance claimthat you
filed for the broken-down buil ding, how much noney?

After three years of litigation, | got a judgnent
agai nst them for that $500, 000
Ckay.

And | paid ny attorney nore than the discount for the
fees to get that judgment.
I"l'l leave that between you and your attorney.

This deal, the reduction fromthe
mllion-dollars deal down to 900, 000, or whatever it
was, you negotiated that with Steve Fi sher?

Didn't negotiate anything with Steve Fisher about a
mllion-dollar deal. | negotiated the purchase of a
building with Steve Fisher, and the basis of the
begi nning of that negotiation was the option
docunent .

And as trustee he was the seller?

He was representing the selling entity in my opinion
Ckay. He wasn't representing you?

He wasn't representing ne in any way.

As part of this deal, you paid Fisher $15, 000?

As part of the deal, | was to pay all of Fisher's
costs relative to that, and he estimated those fees
to be that.

And you paid those fees?
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And | paid those fees as part of ny purchase price.
The man on the other side of the transaction?
It was part of the purchase price. | could have paid
$115, 000, | suppose, or whatever the price woul d have
been, to the estate and they woul d have paid him

M. Fisher says the amount of noney that I'mto
pay is a net deal, "And you have to cover all ny
costs," because he had apparently talked to his
client and dealt with it as if this were a net
transaction to them
You say you coul d have paid the estate the 15,000 and
they could have paid it to M. Fisher

MR BULMER |'mgoing to object now |

don't see the relevance of this whole Iine of
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testimony and what he was paying M. Fisher nonths
later.

MR TAYLOR Coes to credibility, Your
Honor. W've heard fromthe very start of this tria
that this was a mllion-dollar transaction. This
witness testified that he allocated it at 700, 000 for
the buil dings, 300,000. W now know that --

JUDGE BROAN: 1"l overrule the objection
at this tinme.
(Continuing by M. Taylor) You could have paid the
estate that $15,000, right?
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If the transaction -- if | had gotten a letter from
M. Fisher that says, "Pay this anmount of noney," and
it included the 15,000, then | would have paid it.

The transaction as he conveyed it to me was that
I would pay -- there were conponents of the
agreenent. | would pay off their underlying | oan at
First Interstate Bank, which turned out to be
108,000. | would pay off ny bal ance owing on the
Paci fi c Lanes note, which was about a hundred- and- a-
quarter. | would pay $400, 000 in cash

The first and the | ast nunber added up to the
508. The bal ance went to them and whenever he got
through with it, he would send ne a bill for what his
fees were.
That was an understanding you had with M. Fisher?
That's correct.
Handshake deal, or was it in witing?
| don't believe it was in witing.
Ckay. Can we find anywhere in the papers that as a
part of this nillion-dollar deal or $900, 000 deal
you were obligated to pay Steve Fisher $15, 000?

MR BULMER (bjection. That's a total

m scharacterization of his testinmony. He's already
testified several tines that this was a totally
different deal, and to come forward now and capture
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himby tricking him saying this was part of this

mllion-dollar deal or $900,000 deal, is a wongfu
statement of what he said to this point. It should
now be al | owed.

JUDGE BROMN: | don't believe the
attorney is testifying, he's asking a question. So
either the witness can answer it or not. |If it's

i naccurate, the witness can answer accordingly.

So the objection will be overrul ed.
Wiul d you repeat the question, please? Sorry.
(Continuing by M. Taylor) Let me sinplify it. The
$15, 000 that you paid to Fisher, you say you were
obligated to pay to Fisher, that obligation appears
nowhere in witing, correct?
That obligation appears in the sane |evel of
obligation that I nade for 30 years as a busi nessman
Handshake deal ?
He said, "This is a transaction that will be net to
ny clients. WIIl you pay whatever the costs are of
the transaction?" | didn't knowif it was going to
be 15,000 or 15 cents. But whatever it was, it was,
and | agreed to do that, and when he gave ne the
bill, I paidit.
Excuse ne, sir.

Goi ng back to the adjustnent very briefly, under
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the adjustnent, you got the benefit of the cash flow
from Septenber 1 forward, right?
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From Septenber 1 to Septenber 30.

Decenber 307?

Excuse ne, Decenber 30

You didn't pay a cent for that right in Septenber,
did you?

| agreed to pay $300,000 for that right. Dd|l wite
anybody a check in Septenber? The answer to that is
no.

Did you pay any noney for that right all the while
your cash flow was accruing? Did you pay any noney
for that right in Cctober?

No, sir, | didn't.

Did you pay any nmoney for that right in Novenber?
During those nonths there were funds being drawn out
of that to the estate and to the various accounts, so
under that scenario, yes, | was paying for it. |

just didn't know | was paying for it.

Let me rephrase. Did Pacific Recreation pay noney to
Paci fic Lanes -- and when | say "nmoney," | mean cash
changi ng hands -- in Novenber?

Paci fic Recreation did not pay any noney to anyone.
Ckay. MNow, as | understand it, it's your testinony
that at the end of the year 1992, Pacific Lanes had
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the option of either witing you a check or giving
you a credit, right?

No, | don't believe that's what | testified. Wuat |
said is | expected themto wite nme a check after the
accounting had been determ ned

Ckay. But at the end of the day, they couldn't wite
you a check?

That's what | was told.

And did they tell you that part of the reason there
were fewer funds is because Judge Anderson's firm had
just gotten a $100,000 attorney's fee paid?

I don't believe | knew what their attorney's fee bil
was at the time

Ckay. Now, the problemwas, as | understand it,
there wasn't enough noney left in Pacific Lanes to
wite you the check so you got a credit, right?

That was ny under st andi ng.

Ckay. And Pacific Lanes had been paying a variety of
operational expenses through Septenber, Cctober,
Novenber, Decenber, right?

Paci fi c Lanes had been payi ng the nornal day-to-day
operating expenses and cost of goods sold and --
Payrol | ?

-- payroll.

Payi ng t housands and t housands and thousands of
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dollars a month in expenses, right?

That's correct.

So at the end of the day, isn't it true that they
were payi ng noney so that you could earn noney; isn't
that what happened in this transaction?

From Sept enber 1st to Decenber 31st, 1992, all of the
proceeds, the gross proceeds, less all of the
expenses -- and |I'mnot tal ki ng about taxable or

nont axabl e, but all of the expenses -- were deducted
fromthose gross proceeds, and the positive cash flow
that was |eft over was mny understandi ng of what was
to be left in the account after the day-to-day
operation of Pacific Lanes, the bow ing alley.

So stated in other words, they spent noney to
generate the cash flow that you got, right?

They didn't spend anything. The operation of Pacific
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Q

Lanes, which was ni ne under ny understandi ng

starting with all the cash, starting at zero on
Septenber 1st, all of the cash to be generated |ess
all of the expenses that are to be paid, whatever was
left over at the end of the day on Decenber 31st,
1992, was to be mne

Let ne put it a different way. |If Pacific Lanes had
st opped paying its enpl oyees, stopped paying its
electric bills, stopped paying B & O tax, stopped
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paying for pull tabs and vendors and |iquor and
everything el se, no cash woul d have been generated to
give to you; is that right?
If they had stopped operating --
Yeah.
-- or just stopped paying the bills?
St opped paying the bills.
If they'd have stopped paying the bills, then this
woul d have been in violation of the earnest noney
that said there would be no accounts payable. They
woul d have been out st andi ng payabl es.
That's fair. Let ne ask it a different way. But for
the expenditures of noney by Pacific Lanes from
Sept enber through Decenber 1992, there woul d have
been no cash fl ow generated to give to you, right?
But for the cash generated by the day-to-day
operations and the expenses to pay for the services
and the goods to create that revenue, there woul dn't
have been any positive cash flow to | eave behind for
nme as of Decenber 31st, 1992
Now, what if this deal hadn't closed in Decenber?
What if you hadn't gotten that approval fromthe
I'i quor people on Decenber 4th, what if it hadn't been
till April of the follow ng year, April of '93?

Under your handshake agreenent w th Judge
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Ander son, would you have then gotten a $200, 000
credit on the purchase price, or how woul d that have
wor ked?

I don't believe we ever discussed that. | don't know
how it woul d have worked, because | was working so
hard to get it closed on Septenber 2nd and

Sept enber 3rd and every other day until we finally
got it on Decenber 4th. The nmorning | got the |ast
approval, | didn't wait. | went up to his office and
gave hi mthe hundred thousand dollars, and we cl osed
it that afternoon. |f that had happened a nonth
before, | woul d have been just as happy.

Back in Cctober you didn't know it was going to close
in Decenber, did you?

Back in Cctober | thought it was going to close in
Cct ober .

But it didn't?

But it didn't.

So you didn't discuss what would happen if it closed
soneti me after Decenber, but you discussed what woul d
happen in advance of closing in Decenber?

We di scussed in Septenber the effective date of the
closing. | can't specul ate what woul d have happened
had we gone on and on

Now, the noney you received, the cash flow or the
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profit or however we want to characterize it, you
treated that as your noney, right? Wen | say "you,"
I mean Pacific Recreation

Paci fic Recreation Enterprises treated that as if we
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woul d have gotten a check from Pacific Lanes

I ncorporated, for that dollar amunt, yes.

So for the purpose of your deal w th Judge Anderson
it was treated as Pacific Recreation's noney, right?
M/ deal -- Pacific Rec's deal with Pacific Lanes,
yes.

Correct. Al right. But for other purposes, wasn't
it treated as Pacific Recreation's noney?

I believe that's --

O, I'msorry, Pacific Lanes?
I"'mnot sure | understand the question
Wl |, Pacific Lanes told the ganbling comm ssion in

February of 1992 that the 200,000 gross in pull-tab
revenues for the last quarter of '92 was their noney.

Do you recall that exhibit we | ooked at
yest er day?

I recall that exhibit. | believe they were reporting
that the gross revenues for that operation were under
their license. | believe that's the purpose of their
report.

So for licensing purposes with the ganbling
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conmi ssion, it was Pacific Lanes' noney?

It was Pacific Lanes' license. They were the
licensee at the time, so the operation was being
conduct ed under their |icense

Vell, didn't we look at the exhibit that reports it
as their incone?

I"'mnot going to characterize their exhibit other
than the fact that ny understanding is that it is
their license and these are the funds that are going
t hrough the books of that |icensee, and all of the
funds were being accounted for in the corporate nane
of Pacific Lanes, Incorporated, who was the |icensee
During that period of time it was operating the
ganbl i ng and di spensing the |iquor.

Vll, let's nove on to pull tabs. For B & Otax
purposes, payroll taxes and other taxes that were

pai d Septenber through Decenber 1992, it was treated
as Pacific Lanes' noney, right?

Again, | believe all of these things were all handl ed
the sanme by the accountant.

What was your --

You woul d have to talk to himabout how that would be
handl ed, but as far as |'mconcerned, all the taxing
authorities were handled the sane. They were al
being handled as if the funds -- which is exactly the
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case. The licensee handling all of the funds was
that corporation, Pacific Lanes, |ncorporated

Wl |, as nmanager of the bowing alley and tutor of
the corporation, the corporation Pacific Lanes, whose
money did you think it was back in the last quarter
of '92 when Pacific Lanes was paying taxes on it? In
your capacity as manager and corporate tutor, whose
noney was it?

Utimately, if there was any left over at the end of
the day in Decenber, it would have been paid back
from Pacific Lanes, Inc,to Pacific Lanes, Inc., as an
adj ustment for any positive cash flow over that
four-nmonth period.

Isn't it true, M. Hamlton, that for the rest of the
worl d, for anybody who | ooked at this transaction
ganbling authorities, taxing authorities, |iquor
authorities, pull tab authorities, this was treated
as Pacific Lanes' noney, right?
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I don't know.

Isn't it true that the only tinme it was treated as
your noney was pursuant to this handshake unwitten
agreenent w th Judge Anderson, for whomyou nade the
Cadi | | ac paynents?

No, | don't think that's a fair characterization at
all.
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MR TAYLOR  Nothing further.

JUDGE BROMN: M. Bul ner, do you have any
further questions for this w tness?

MR BULMER Not very nany.

JUDGE BROMN. Al right.

RECROSS EXAM NATI ON

BY MR BULMER

Q

o >r

>

or O

A

How nuch was the deal worth that you negotiated with
Judge Anderson in your mind, the original deal?

The original deal was worth a nillion dollars.

And then did you have a second deal you negoti ated
with M. Fisher?

I had a deal to buy the building fromM. Fisher and
the land from M. Fisher.

Was Judge Anderson involved, as far as you knew, in
the land and building deal fromM. Fisher?

I never discussed the deal with M. Anderson at all.
In fact, circunstances had changed dramatically,
hadn't they, concerning the building and the | and
from when you negotiated the deal w th Judge Anderson
in late August or in August of '92 to when you
negoti ated the deal with M. Fisher in the sumrer of
'93, hadn't it?

Yeah. | had had an opportunity to realize the
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condition of the physical structure, so, yes, the
condition had changed dramatically.
Excuse ne a minute while | bring this easel over.

Al right. Let's stop doing this in our head.
Let's use M. Taylor's own nunbers, okay, just so we
can figure out what happened here.

How rmuch did you pay on the note between the
conbi nation of the cash flow that had been used by
Paci fic Lanes and that you ended up ultimately paying
on?

$300, 000.

And how much did you pay down for the option on the
bui | di ng?

$50, 000.

And how much did you pay -- |I'mspread out too nuch
here. 1'll do the best | can.

And how nmuch did you pay that's reflected in the
exci se tax anount?
$508, 000.
And then there was anot her 72,000, which | --
I believe we tal ked about 12 paynents of 6,000, and
12 paynments of 3,000 we never tal ked about.
Well, let's just get the 12 paynents of six. That's
the 72, correct?
That's correct.
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And that is going to be 930,000, right?

That | ooks nore |i ke a seven than a nine, but --.

M/ handwiting is fanmous for --

Sane as nine.

Al right. Now, at the time that you negotiated with
M. Fisher to renegotiate the building, had you had
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any estimates as to what it would cost to fix the
bui | di ng?

I had a very prelinmnary estimate, not to fix the
buil ding but to stabilize the building

What was that nunber?

Sonewhere in the nei ghborhood of $75,000 sticks in ny
m nd

Wien you bought the building in the fall, you assuned
all liability and responsibility for the building; is
that correct?

That's correct.

You relieved the estate, | guess it would be at that
point, of any responsibility or any further
obligation in connection with that building?

I relieved the estate of not only the connection and
any responsibility for the building but all liability
for all parties involved. | remenber signing a

rel ease that rel eased everybody that ever wal ked
through there, if | renmenber correctly.
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So even with a disastrous building on their hands,
the estate ended up with at |east 930,000; is that
your under st andi ng?

That's ny under st andi ng.

Are you aware that in business transactions,
sonetimes the buyer will pay the seller's closing
costs?

Yes.

Did you consider the $15,000 you paid M. Fisher to
be essentially the buyer paying the seller's closing
costs?

Yes, | did.
I'd ask you to turn to your deposition, page 127
(Wtness conplies.) | have it.

During that deposition, did you advise M. Tayl or
that you had put the word "Draft" in pencil up there
prior to your neeting with himfor the January
deposition? This is the second deposition, correct?

Yeah. |'mlooking at page 127. Wich line am|l
| ooki ng for?

Li ne 22.

Line 22. |I'msorry

(PAUSE | N PROCEEDI NGS WH LE
W TNESS REVI EA5 DOCUMENT. )
Yes, | advised himon page 128, lines 1, 2 and 3,
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said, "During ny first --" let's see, I'll start back
on line 25.

"And | remenber during our first deposition
those questions cane up here and during ny copying
information for your January subpoena, | had witten
in pencil in the corner of the earlier docunent the
word 'draft,’ because | could not recall why | would
have two docunents that, |ooked at rather quickly,
said the sane thing."

Have you been involved in any substantial anount of
litigation in your banking career?

Well, "substantial" is a relative word. Over 35
years, | have found it necessary to sue people on a
nunber of occasions, yes.

Have you been deposed?

I've been deposed a few tines

Have you ever been deposed where your persona
integrity was at issue?

Never .

When you were deposed in January, did you feel your
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personal integrity was at issue?
Never .

MR BULMER | think |I'm al nost done,
Your Honor, but 1'd |like one nmonent just to consult
with ny client if I mght.
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(ATTORNEY/ CLI ENT CONFERENCE. )

MR BULMER  Thank you for indul gence.

W have no further questions.

JUDGE BROMN: Al right. At this tinme,
counsel --

MR TAYLOR  Your Honor, | have sone very
brief questions that canme up in response to that
cross, if you'll indulge me for five mnutes.

JUDGE BROAWN:  All right.

FURTHER REDI RECT EXAM NATI ON

BY MR TAYLOR

Q

A

M. Hamlton, would you agree that when deals aren't
inwiting, you get into problens about what they
meant sonetines?

I don't recall that in any of ny dealings.

Wl |, one of the things you did here in your

mul tiplication showi ng you paid $930, 000, you gave
yoursel f the benefit up here of the adjustnent,
right?

That's correct.

Ckay. And that includes -- in that adjustment we
dealt with $24,000 for rent, Septenber, Cctober,
Novenber, Decenber, right?

W dealt with excess rent, yes.
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And then you gave yourself that same rent down here,
$24,000 extra, or am| m ssing somethi ng?
Those were your nunbers, sir. | don't know.
Ckay. This dil apidated buil ding you bought, you took
that property on an "as is" basis; is that right?
That's correct.
One | ast question. You were asked about litigation
in your banking career. Are you aware of any pending
potential litigation relating to your activities as a
banker ?

MR BULMER  bj ection

MR TAYLOR He opened the door, Your
Honor

MR BULMER | did not open the door. |
asked whet her he'd been subject to depositions in the
past. Besides, it's not relevant as to anything
that's pending now. These are all matters that
involve 19 --

JUDGE BROM:  Objection will be
sust ai ned.

MR TAYLOR No further questions, Your
Honor

JUDGE BROMN:  Proceedings before the
Conmi ssion on Judicial Conduct provide that the
menbers of the conm ssion nay ask questions of a
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Wi t ness.
Are there any menbers who wish to ask a
question?
MR CLARKE: Yes.
JUDGE BROMN. Ckay, M. darke.

EXAM NATI ON

BY MR CLARKE:
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M. Hamilton, wthout regard to docunents, | just
want to get it fromyou as to ultimtely what you
paid for the package, if you will, the bowing alley
and the real property. Let ne see if | can
under st and t hese nunbers, because we've done this
about three different ways.

You initially paid, we know, $100, 000 between
the option on the down paynment on the alley, correct?
That's correct.

You paid sone nonies then for about, we'll just cal
it a year, from9/1 of '92 to the fall of '93, til
you struck the new deal ?

That's correct.

Ckay. And on the bowing alley purchase, it was
$3, 000 a nont h?

On the busi ness purchase, yes

I should say the business, |I"'msorry.
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So three times 12 woul d be 367
That's correct.

And then on the real property, the rent was $6, 000?
That's correct.

And six tines 12 would be 72?

12 tines six.

Thank you. | appreciate your help on the nath.

And that's, of course, giving you 100 percent
credit for those paynents, not counting themas rent
but counting themtowards the purchase price?

That's correct.

Ckay. Wen you struck the new deal in the fall of
'93, what happened to the note for the business? D d
it -- was it canceled at that tine, was it over?

| paid the note off in full at the closing of the
real estate transaction, so that was an additiona
100 and what ever bal ance it was, 125, | believe it
was.

Did you pay that a hundred cents on the dollar?

A hundred cents on the dollar

So was there 508 plus 1257

On that date, | believe the estate received $508, 000
worth of credit. Qut of ny |oan proceeds, | paid off
the $108, 000 bal ance on their first deed of trust at
First Interstate Bank. | caused a $125,000 note to
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be paid to them and they got $400,000 worth of cash
or $400,000 worth of check -- | don't want to confuse
the word "cash" here -- and | paid their closing
costs of what turned out to be $15, 000

Did you say 108 was the underlying bal ance or 1807?
108 is what had been paid down through the efforts of
the estate and ny paynents.

So it was 233 plus the 400, so 633 was the anount
that you delivered on that date, roughly, 6307

108 -- again, | don't think very well fromthat
standpoi nt. 108, 400 and about 100-and-a-quarter
what ever that adds up to

Ckay.

Pl us $15,000 worth of closing costs down the stream
So about 200 plus six, so the total ended up, you
paid a little over $800, 000 for the business and the
land in the end after 12 nonths?

If that's what those nunbers add up to

Ckay. And |'mbeing very rough when | say 800. |It's
alittle nmore than 800, but between 800 and 850.

Pl us, of course, we have the adjustnents.

Vel l, but I'mtalking about what you ultimately paid



dol | ars out, because we've gone around on this for
about two hours now.
What | paid out after | purchased the business.
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Al right.

You've got all the ingredients. Wether the math is
right or not, |I don't know, but you've got the

i ngredients.

Ckay. | appreciate that. Then I'lIl sit at the break

and add themup. Thank you.

JUDGE BROMN: Are there any ot her
questions from nenbers?

MR CLARKE: |'ve got sone others. It
will take ne a fewnminutes to go through this, if
that's okay with the presiding officer

JUDGE BROAN: Go ahead.

MR CLARKE: Do you want me to go ahead
now?

JUDCE BROW:  Sure
(Continuing by M. Carke) The other question | had
in terns of accounting was, on Exhibit 30 you were
tal ki ng about cash flow, as to what the cash was in
the business at the end of the year that you were
entitled to, correct?

That's what this was intended to do, was adjust the
cash flow from Sept enber 1st to Decenber 31st, 1992.

MR TAYLOR  Excuse ne. Are we on
Exhi bit 307

MR CLARKE: Yes
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MR TAYLOR  Thank you
(Continuing by M. Oarke) You had $45, 000, which
was the starting nunber, if you will, correct; that
was the profit that was to be there?
That was the profit that was to be there.
And as | ook down, it |ooks like there were some
excess |l egal and accounting paid that someone said
normal |y that wouldn't be paid by a bowing alley
busi ness?
That's what it says, yes.
If | add those two nunbers together, it's about
$60,000. If | add that 14 back into the 45, and
there's sone change, but | cone to about 60, correct?
That's correct.
Now, the rent would normally be paid by the bowing
alley to the landlord, whether it be
Hof f man- St evenson or sonebody el se, the trust or the
estate, correct?
That's correct.
Ckay. And the depreciation wasn't a nunber that
woul d be added in for cash flow purposes, would it?
That's not a cash flow nunber, is it?
Depreciation is a noncash nunber, yes
That's why I'mtrying to stay with cash nunbers. So
far we've got $60,000 as a cash nunber?
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That's correct.

As | 1 ook down bel ow on the | eft-hand side, there was
sone insurance that the business would nornally pay,

the bow ing alley business would nornmal ly pay, $4300

insurance. That would be a bill they would normal |y
pay, correct?
Yes.

And they would also owe, just like all snal
busi nesses, the payroll taxes and the busi ness taxes?
That's correct.
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W all get to pay those if we're in business

Wien | add those nunbers together, they cone to
about $27,000. And I'mrounding again, as |'ve done
in all ny questions so far, okay.

I's that correct?
I add those three nunbers together -- I'msorry,
yeah, 27,000. |'msorry, those two.
If | took the 27 fromthe 60, wouldn't there be about
$33,000 that | woul d expect in cash in that account
at the end of the year?
No, | don't believe that's a fair characterizati on of
what this is intended to be.

This was created by the accountant, and | woul d
really hope that he could explain it, but ny
understandi ng of it, sir, is that the $45,000 worth
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of profit, going back up to the top, plus the fair
market rent -- ny rent was $6,000 that | agreed to.
They had taken 12,000 out of the account and paid it
over to Hof f man- St evenson every nonth, so they had to
give ne back the excess rent, which was --
I"'msorry. | read that as four tinmes six being 24.
No. It's the difference between four times 12 and
four times six. Coincidentally, they took out
exactly doubl e the amount of rent that should have
been there and transferred it fromthe Pacific Lanes
account, the operating account, to the
Hof f man- St evenson account .
Al right.
And then you go on to the depreciation, whichis a
noncash figure of some $25,834. That had been taken
out as a deduction in the profit and |l oss, but it was
truly cash, so it should have still been there
And | guess | don't have enough busi ness experience
to know how depreciation --
Vll, I'"'mnot an accountant, so | would hope that
that question could be answered nore probably from
the accountant.
I'I'l ask the accountant, then

I was just trying to ook at cash figures as
opposed to, you testified earlier as to profit and
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I oss, which of course would include appreciation.
Thi s statenent includes appreciation?

Yes. You would add all these nunbers together and
that would create the cash that should be there, and
that's why it came down to the $92,829 worth of cash
that should have been there that wasn't. And then
the other $31,000 figure that you referred to were
expenses that were taken out of the Pacific Rec
account by these same nanagers

Ckay.

I made the m stake of saying business as usual. |
just didn't know what busi ness as usual was.

Whio controlled the funds in and out of Pacific Lanes
inthe fall of '92? D d you control the actua
expendi t ures?

No. The day-to-day operati on was under the direction
of Jacki e Pagni, the general manager

But you testified earlier that you oversaw the fisca
operation, and | didn't know if that included how
these paynents were going to be nmade or not.

No

Ckay. Had you ever had prior business deals with
Judge Ander son?

In ny capacity as a banker, | had advanced noney to
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him and peopl e under ny direction had advanced noney
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to him

Q her than the | oans, though? | understand that. |
was thinking in terns of business deals.

No personal dealings that | recall as far as
investing with himin any way.

Did you support himin his canpaign for judge?

| supported himin his canpaign for Superior Court
judge. | think |I nmade 100,000 -- not 100,000, a $100
donat i on.

On the car paynents that you made starting in '93,
why did Pacific Resources (sic) make those paynents

rather than you individually? | don't understand

t hat.

Referring to Pacific Rec?

Paci fic Rec.

I had the paynments nade out of the Pacific Rec
account because it was convenient. |It's a high gross

vol ume busi ness as opposed to a high net profit
busi ness, and there's a |lot of cash flow going
t hrough there

That corporation owed ne at various tines
upwar ds of three to four hundred thousand doll ars,
and there was a lot of cash in there. Rather than e
take the noney fromny proceeds, it was convenient to
take it out of there
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The account was at the bank where the | oan was.
I had already set up another automatic charge out of
there for a conpany vehicle that ny son used in the
business, and it just -- it's an expedience thing.
And the accountant, these entries were made in
the books of the business and the checking account.
That's what was going to the accountant, and he woul d
prepare the accounting reports appropriately from
t hose
The last thing | have is, you' ve tal ked a coupl e
tinmes about it was your understanding how this dea
was going to be structured in terns of the cash flow

inthe fall of '92. | wasn't sure, though
ultimately when you sat down and di scussed wi th Judge
Anderson -- which | guess |'m asking that question

Did you ultimately sit down and di scuss with him
this question of the offset or the credit, or
what ever you want to call it, inlate '92 or early
'93; did you ultimately do that?
No, | don't believe | discussed the credit with Judge
Anderson at all, because (1) we didn't know, first of
all, that there woul d ever be any noney |eft over
until after the books were cl osed on Decenber 31st.
It took the accountant until the m ddle of February
to determ ne what the true profit-and-loss figure and
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cash flow figure should have been

By that tinme, |'msure it was clear to the
trust, in this case M. Fisher, that the funds were
not there. | never saw the checkbook. | didn't know
whet her the funds were there or not. | was not a
signer on the account. The bank statenents were
forwarded directly fromthe bank to the accountant,
and | believe the checkbook bal ance was never kept at
the bow ing center.

So | could never walk into that bow ing center
and see how nuch noney was in the bank, so | didn't
know i f we were working positive, negative or



13 otherwi se. They never kept a running bal ance in the
14 checkbooks.

15 So there were never any discussions with Judge
16 Ander son, now Judge Anderson, about these adjustnents
17 or the noney missing by ne, because | found out about
18 it fromthe accountant, and | net with the accountant
19 on a nunber of occasions, and | talked with Fisher

20 who was the person representing the corporation at

21 the tinme.

22 Q Ckay. Thank you, M. Hanilton

23 MR CLARKE: Thank you, M. Brown.

24 JUDGE BROMN:  Ms. Reynol ds?

25
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1 EXAM NATI ON

2 BY Ms. REYNOLDS:

3 Q Do you see any di screpancy between what you call the

4 handshake deal and the original witten agreenent?

5 And 1'm | ooking at Exhibit 20, item1l. |Is there any

6 i nconsi stency?

7 A Wl |, you had the pleasure of not being here through

8 the first 12 go-throughs.

9 ( LAUGHTER. )
10 A Paragraph 13(d) refers to the closing to be as soon
11 as reasonably possible, but no later than
12 Septenber 1st. It was ny understanding that was the
13 date of transfer of the financial control of the
14 business if not, in fact, the effective |icenses.

15 Q I guess what |'mwondering, and again | wasn't here,
16 is if the nature of what you called the handshake
17 deal is in any way different than the witten

18 agr eenent ?

19 A Not innmy mind, it isn't. They're consistent. |If |
20 had -- let ne see if there's another way.

21 If I had in ny experience stopped every

22 transaction that cane across ny desk or through ne
23 personally in ny own businesses and nmade every

24 possi bl e conti ngency avail abl e on the docunent

25 itself, | don't know that nuch business woul d ever go
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2 A perfect exanple of that is, | guess,

3 paragraph 1. | nean, we're talking about -- with no

4 di srespect at all intended, we're tal king about the

5 practice of |aw by word processor. "Agreenent made

6 between WlliamHamlton for a corporation to be

7 formed." The very next exhibit says "Agreenent nade

8 bet ween Pacific Recreation Enterprises, corporation

9 to be formed." Doesn't even belong in there. The
10 corporation is forned.

11 | sold a $20 million bank and had to have the

12 drafts retyped repeatedly to take out the words |daho
13 and Massachusetts. And | don't nean that

14 di srespectful ly.

15 I'"'mjust saying that sonme things are inplied in
16 every deal, and there was an understandi ng between

17 Grant Anderson and |, himrepresenting the seller and
18 me representing the buyer, that this was the deal

19 Septenber 1 was material. Al of ny conclusions as
20 to val ue were based on that.

21 Q And what are you saying was inplied in this deal?

22 JUDGE BROMN:  |I'msorry. That question
23 was asked and answered several tinmes, so unless --

24 M5. REYNOLDS: |'mjust trying --

25 JUDGE BROAN:  The transcripts will be
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available to you --

M5. REYNOLDS: (Ckay, sorry.

JUDGE BROMN:  -- to go over that. But at
this point inthe day, | don't want to continue to
ask for this witness to repeat his testinony again.

I know that that's difficult for you since you
arrived late, but | think in the interests of noving
this along, that, you know, if you think -- |"'1l]

all ow you to proceed, but you m ght want to think
about that you're not asking himto restate his
entire testinony for you

(Continuing by Ms. Reynolds) |'mjust trying to
understand if this so-called handshake deal was an
amendnent or an alteration or how you view that?

The word "handshake," | think, came out of one of the
attorneys representing this thing.

M/ under st andi ng was that the Septenber 1st
menorialization was right there in that paragraph
That was ny understanding was the effective date of
closing for financial purposes.

Ckay.

M5. REYNOLDS: Thank you

JUDGE BROMN: Ms. Caver?

M5. CAVER  Yes.
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EXAM NATI ON

BY M5. CAVER

Q

Q
A
Q

On your deciding to offer to pay the car note, in
your mnd that was a personal gift, your persona
gift, to provide this to Judge Anderson?
I don't think |I thought about it as a personal or a
business gift. | guess it was a -- it was ny
decision totally apart and separate on another track

The bowl ing alley transacti on was conpletely
over, inny nmnd, inthe fall of 1992,. A lot of
wat er went under the bridge. A lot of things were
happening in ny life, in his life. And he's in
January of 1993 now not a representative of an estate
that | bought something from not a person on anot her
side of a transaction -- which | never |ooked at him
as that. | nade a deal with a corporation

Now ny friend, nmy good friend, G ant Anderson
is no longer going to be able to provide me a service
for which I have paid nothing, and | decided that |
wanted to do sonething for himthat he would find
socially acceptable in accepting fromne personally.
And with that decision, that was personal ?
That was a personal deci sion
And | go back to the original question | was asking.
Why did you not pay out of your personal pocket than
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fromthan fromthe recreati on business?

The --

Because then the recreation business paying it
becones the recreation --

Well, the Pacific Recreation Enterprises owed ne --

I know you own it. | understand you own it.

I think that's the probl emof --

I"'mjust trying to figure why you didn't pay it from
your own personal account.

Vell, | had several hundreds of thousands of dollars
in the corporation and was continuing to build on
that. That's where the cash flowwas. | think I

left it up to the accountant to make the adjustments
agai nst ny personal account that it owed ne.
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M5. CAVER  Thank you.
JUDGE BROMN:  Any ot her questions? Well,
I have a question.

EXAM NATI ON

BY JUDGE BROMN:

Q

A
Q

Referring to Exhibit 37, which is the real estate
excise tax affidavit, do you have that?

Yes.

Does the $508,096.07 listed as a gross sale price
i nclude the 15,000 you paid to the trustee of the
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Hof f man estate, M. Fisher?

No, it doesn't.

And why not ?

Wll, | didn't know there was any $15, 000 at the day
I signed this. | didn't have any idea what the cost
of that would be. That came out somewhat later, to
the best of ny recollection.

So that was paid later?

To the best of ny recollection, it was paid later.
Are you sure it was paid later?

I''mnot sure, no.

Do you know?

No.

Could it have been paid at the tinme?

No, | don't believe it was paid at the time. Do |
know? No, | don't know for sure. | think | renenber
signing a check for $15,000 sonmewhat |ater.

What was the paynent for?

The paynment was for the costs, as | understood it,
the costs of putting this transaction together, all
of the seller's costs.

Woul dn't the closing costs be known at the tine the
sale is cl osed?

I don't know that we were covering -- we weren't

tal ki ng about the excise tax and those kind of costs.
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I"mtal king about the attorney's costs.

| had no idea -- this covered quite a period of
tine -- how nuch tine and effort and expense
M. Fisher had gone through in his representation
back and forth with whoever the heck he had to talk
to, the heirs.

You know, |'ve becone sonmewhat famliar with the
billing practices, the varied billing practices, of
different attorneys, and | have no i dea how any of
themjustify their costs of a particular transaction.

Well, M. Fisher called you on the phone and said,
"You owe us $15, 000" ?
If | remenber correctly, | got a bill.

So there is sonething in witing reflecting the
$15, 000?
At the time | believe there was, and | wote a check
for $15,000, by ny best recollection.
Thank you.

JUDGE BROAN:  Anyt hi ng el se?

Thank you, M. Hamlton.

MR TAYLOR  Your Honor, begging the
court's indul gence, | have two questions.

JUDGE BROMN:  I'msorry. | guess we need
the all ow conm ssi on counsel and counsel for the
judge to followup on the questions asked by the
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conmi ssi on.
MR BULMER  Since we both stood up,
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that's probably correct.
JUDGE BROAN: That is in the rules.
MR TAYLOR Only a coupl e questions,
Your Honor.

FURTHER REDI RECT EXAM NATI ON

BY MR TAYLOR

Q

A
Q

M. Hamilton, just to clarify, when you were
answering Commi ssioner O arke's questions, you said
the $250, 000 note was paid in full?

That's correct.

Ckay. What you neant to say was 250,000 |ess the
adj ust rent you had been credited for?

| believe | testified to what | neant. The

adj ustments were mne, ny dollars that they took, so
| consider that, as |'ve always stated, that that was
my money and | paid it.

At the close in the fall of '93 on the ground and
bui I di ngs, you didn't pay $250,000 on the note?

No. | paid a balance of $125, 000.

Ckay. Now, you talked briefly about Exhibit 30 with
Conmi ssioner arke. Do you have that in front of
you?
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Yes, | do.
And you tal ked about -- he asked you specifically
about the fair market rent calculation. Do you
remenber that?
That's correct.
And you testified that Pacific Lanes had been paying
12,000 a nmonth each nonth to Pacific Recreation,
right?
That's what | was inforned fromthe accountant, yes.
You have no --

MR BULMER nhjection to the
m scharacterization. | think you just m sspoke,
that's all. You said paying 12,000 a nonth from
Pacific Lanes to Pacific Rec.

MR TAYLOR |'msorry.
(Continuing by M. Taylor) You testified Pacific
Lanes was paying $12,000 a nonth rent to
Hof f man- St evenson, right?
That's what | was told.
But you've since | earned that wasn't happeni ng,
haven't you?
No, | haven't.
Have you heard about how the | ease said six on the
books and on the books only, and for some
advant ageous tax reasons they decided to put 12?
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I have no idea what you're tal king about.
Ckay.

MR TAYLOR | have nothing further, Your
Honor .

FURTHER RECROSS EXAM NATI ON

BY MR BULMER

Q

M. Hamlton, did you have anything to do with the
preparation of Exhibit 37, the excise tax affidavit,
other than the signature?

No, | didn't.

Did you rely on the nunbers that were provided to you
by whoever prepared this as to what woul d be
accurately reflected for purposes of a real estate
excise tax affidavit as to what the gross sale price
was?



17 A
18
19
20
21

22 Q

23
24
25 A

I relied on this docunment which was presented to ne,
| believe, at the bank offices of First Interstate
Bank when | signed all the papers that had been
forwarded down by the bank for ny signature and by
M. Fisher representing the seller.

Wuld it be fair to say that you considered Pacific
Rec, although it was a corporation, to be yours, to
be your corporation?

I owned 100 percent of the stock in the corporation.
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Al the noney that was in the corporation as either
capital or |loans canme fromme personally. So for
better or worse, | guess | look at it as an invisible
barrier for accounting purposes. It was m ne.
So if $800 a nonth canme out of there, is that $800 a
month less that was going to go to you in sone other
way ?
No.

MR BULMER  Nothing further. Thank you.

MR TAYLOR  Nothing further.

JUDGE BROMN.  All right. Thank you very
much, M. Hamlton. You nay step down.

MR BULMER May M. Hamlton be excused?
I think we tal ked about this. | believe there are
some reasons --

MR TAYLOR That's fine, Your Honor.

JUDGE BROMN:  You are excused from
at t endance.

THE WTNESS: Thank you very much.

JUDGE BROMN: Al right. | believe at
this time we'll be at recess for at |least ten
m nut es.

(RECESS TAKEN. )
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* *x %

THE FOLLOW NG PROCEEDI NGS WERE HELD QUTSI DE
THE PRESENCE OF THE COWM SSI ON MEMBERS.

* kx %

JUDGE BROAN: Pl ease be seated.

Ckay. This is on comm ssion counsel's nmotion in
l'imne?

MR BULMER M ne, actually.

JUDGE BROMN:.  Your notion. Ckay.

MR BULMER Wiat we're here for is, the
next witness is schedul ed as D ane Anderson, just so
I can lay the groundwork for this, and she's the
ex-wife, forner wife, of Judge Anderson, and she's a
conmi ssion witness, and |'mnoving on a couple
grounds to exclude her testinony and for notion in
i mne.

(1) Al of her testinmony will be hearsay. In a
deposition she has no direct know edge of the events,
and based on her deposition, her testinony will be
hearsay, rather than raise that i ssue when she's in
here.

And, secondly, on the narital privilege, the
marital privilege issue breaks into two different
categories of communication that's protected under
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the privilege. (One is the testinonial privilege,
which is if you renained nmarried. The other one is
the confidential communication privilege which
survives the dissolution, and that's the privilege
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that we're tal ki ng about here, which is confidentia
communi cati on

The confidential communication privilege under
the statute is protected and a forner spouse cannot
be exam ned about conmuni cations which took place
during the course of the marriage. However, that
privilege, the right to assert that, can be waived.

Wi ver can occur in two ways. | don't think
there's significant disagreenent between the
commission and |, the lawer and I, on the | aw about
this. It can be waived two ways. It can be either

express or inplied waiver.

There is clearly no express waiver here, so the
issue is inplied waiver. The comi ssion's position
is that Judge Anderson, by answering a coupl e of
questions during the course of his first deposition
inthis matter, has inpliedly waived the privilege as
it extends to confidential communications between he
and his wife

There is no question that the communication
that's involved in here happened during the course of
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their marriage. | haven't provided it, but the case
law is clear there's a presunption of confidentiality
inthe mitter. So the requirenents are net. And but
for the inplied waiver, clearly she would not be able
to testify.

So the question then is what constitutes inplied
wai ver. And interestingly enough, we rely basically
on sone of the sane | aw.

The | anguage whi ch Judge Anderson is supposed to
have expressed to waive this is in answer to a
question, "D d you tell anyone," and we agree with
the parenthetical here in their brief, "about the
| oan paynments on your behal f by Hamilton's conpany?"
"ANSWER  Perhaps nmy wife."

And this sequence of questions:

"Did you ever tell your wife that the Cadillac
payrments were a conmmission as to the sale of Pacific
Lanes to M. Ham |lton?

"No, because they weren't.

"Did you ever nake any statements to that effect
to your wife?

"Not that I'maware of. | don't know why I
woul d have, because they were not."

If you go, then, to the law of waiver, it always
speaks to the witness who testified voluntarily about
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the contents, the contents of a confidential marita
comuni cation. There was no testinony by Judge
Anderson as to the contents of any marita

conmuni cation. He denied the existence, and this is
an inportant distinction. He said, no, there wasn't.

Wiy do we have waiver? W have wai ver because
if you inpliedly talk about the confidences that took
pl ace in the comunication, then obviously, as we
heard here today, you've opened the door to the
inquiry.

But if you don't talk about the contents of it,
then you have not had a wai ver because you haven't
tal ked about the private comunication or privil eged
i nfornation.

And | provided you that case, the Southwestern
case, which tal ks about the fact that a "no" answer
in response to those kinds of questions is not the
di vul gence of a privil eged communi cation since no
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privileged comuni cation issued. If you have
answered the question "no" in a marital conmunication
situation and you haven't provided any information
case after case tal ks about the contents in these
t hi ngs.

One of the cases they cite is Swearingen, and
Sweari ngen tal ks about sone of the public policy
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things behind it, and then Swearingen tal ks about
wai ver, and it says:

"In addition --" it's a Suprenme Court case and
they give the cite, Washington State Suprene Court.
"In addition to his own divul gence on the witness
stand of his comrunications to his w fe, Swearingen
must be held to have waived privilege as to his
conmuni cations. "

Judge Anderson did not testify as to any
comuni cation. Al this testinony is is a denial of
a conversation. He doesn't talk about any
confidential comrunication. So | don't believe that
the inplied -- there's certainly no express waiver
so that the inplied waiver occurs when you deny the
exi st ence.

This would be -- let's put it in a posture that
some of us are nore famliar with, privileged
comuni cati on. So-and-so: "Have you ever tal ked
with a | awer about this issue?" "No."

Does that mean that the conmi ssion could go to
every | awer that you' ve ever talked to and go and

say, "Well, your attorney/client privilege is waived
We get to ask every lawyer every question that cane
up"? No, it isn't. It's a denial of the

conversation
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Does that mean that occasionally things wll
happen that go agai nst the social good? That's
entirely possible, but again there's Washi ngton case
law that tal ks about that, and that case |aw tal ks
about how inportant this entire nmarital privilege
i ssue is.

There's a case called Breinon vs. Genera
Motors, which is 8 Wh. App. 747, and it tal ks about
i mportance of the marital privilege and what some of
the public policy reasons are behind it. It says
that it's very inportant to nmaintain it, and it says
at page 750:

"Trust would be dispelled if a spouse was
required to anal yze each statenent as to whether it
m ght |ater be, as defendant argues, a socially
desirabl e objective to disclose the confidentia
comuni cation. "

And then it tal ks about, "A spouse should not be
placed in fear that a future change in marital status
woul d find its innernost secrets broadcast."

So there may well sonetines be socially
obj ectionabl e things that woul d ot herw se warrant,
but you've got to preserve the privilege, and there
was no express waiver here, and the inplied waiver is
not there since he didn't reveal any privileged
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communi cati on; he just denied the existence of a
conversation
W al so woul d renew our objection again that any
evi dence she brings in will be hearsay as to the
exi stence of anything about the paynents.
JUDGE BROAN:  Thank you
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M. Tayl or?

MR TAYLOR  Thank you, Your Honor

Commi ssi on counsel intends to call Diane
Ander son for approximately a 10-m nute exam nation

Judge Anderson testified in his deposition, he
was asked, "Did you ever tell your ex-wife that the
Cadi | | ac paynments were a conmission fromBill
Ham | ton?" He testified unequivocally, "No."

Ms. Anderson will be called to testify to just
the contrary, that the two discussed it and that
Judge Anderson told his then-wife that the Cadill ac
payrments were a conmission fromBill Ham|ton

That is the only conversation that occurred
within the scope and duration of the narriage that
I'"1'l be asking about.

There are two objections that have been raised.
The first is hearsay. She will be asked to recite
what she was told by Judge Anderson, the respondent
in these pleadings. Under 801(d)(2), it's a clear
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adm ssion by a party, Judge Anderson. There is no
hearsay issue

As to the nmarital privilege, Judge Anderson at
his deposition was represented by M. Bul mer
M. Bulmer was sitting right there. Wile he was
sitting there, Judge Anderson was asked a question
"In essence, did you tell anyone that the paynents
were being nade by M. Hamlton?" He said, "Perhaps
ny wife."

Ri ght there, a waiver occurs because he
di scl osed the subject natter of a conversation
between he and his wife. That's enough for waiver

But it goes further, because in this case Judge
Anderson added what, in a crimnal case at |east,
woul d be called the excul patory no defense, which is
once he opened the door a little bit, he then crafted
it toput it in an excul patory, as opposed to
i ncul patory, vein.

Wiy do | say that? Because we then went into

the detail. He said, "Perhaps | told ny wife the
payrments were a commi ssion.” Then he went into --
or, "Perhaps | told ny wife the payments were being
made by Hamilton." Then he went into detail: "Well
did you tell her this?" "No." "Did you tell her
this?" "No."
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So he opened the door, and now having open the
door, he wants to quickly shut it again. But the
Syosset case, the very recent case out of the Third
Grcuit, says that's not the law. Once you open the
door, the door remains open. You can't selectively
open it for those you want to cone in and then close
it for those you want to keep out.

The Texas case, the Hanmilton case that's cited,
| acks one thing that we have here. In that case the
spouse at issue always said, "No, | never had any
conversation," always said no. That's all the record
was in that case froma district court in Texas back
in 1930, sonme 67 years ago, and hasn't been cited
si nce

In this case we have sonet hing different, which

is, he opened the door. "Did you tell anyone the
paynments were being nade by Ham|ton?" "Perhaps ny
wife." That's enough for a waiver of the spousa
privil ege.

The other issue that plays in the background of
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this nmotion, Judge Anderson denies this conversation
ever occurred. He says it's made up. |If that's the
case, she's not testifying as to any marital
conmmuni cati ons, because under his view of the case
and his presentation of the case and his theory of
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the case, the conversation never occurred, so there's
no privilege as a result because in his view the
conversation didn't happen

W' d ask that the notion be denied

JUDGE BROMN: Can | ask you a question?
If we conpare this to another privilege, if the
witness says they told their |awer about it, does
that waive their privilege as to the | awer?

MR TAYLOR No. The two privileges are
different. W have to remenber that under the rules
of the attorney/client privilege, the general subject
matter of a conversation, we all know, is not
privileged, and you're entitled to probe around the
edges to find out the general subject matter

And that's why, when you testify as to the
general subject matter in the attorney/client
privilege, it's not a waiver. You're required to,
because the general subject matter is not privil eged

Spousal privilege is different, though. It is
an absolute barrier, an absolute barrier, to any
inquiry of any sort about any discussions between two
spouses when they' re narried. But the waiver issue
is correspondingly different, because once you say
anyt hi ng about a conversation with your spouse
you've waived it. Even if it's the general subject
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matter of the conversation, you' ve waived it, whereas
with attorney/client privilege it would be different.

Anot her exanpl e woul d be, and different fromthe
attorney/client privilege, the priest/penitent
privilege or the physician/patient privilege. Those
all work the same way as the nmarital privilege
Absol ute bar, but once you open the door, as occurred
here, it's been waived

So | don't think we can | ook to the
attorney/client privilege for the answer to the
question. | think we have to |l ook at the traditiona
spousal privilege, priest/penitent and the like, and
we find the answer there, which is, the instant you

open the door, however slightly -- and here it was
much nore than slightly -- the privilege has been
wai ved

MR BULMER First, we would argue that,
of course, "perhaps" is not an opening and of course
it is not a discussion of anything about
confidentiality. |If they wanted to waive, they had
to ask himthe next question, which was, "Wuat was
the nature of that conversation?”

Secondly, as to what was just expressed, here's
what the statute says, 5.60.060, as to narita
comuni cation. It says: "...be exam ned without the
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consent of the other, exam ned as to any
comuni cati on nade by one to the other during the

marri age. "
The next section, which is the attorney/client
privilege, says: "...shall not, without the consent

of his or her client, be exam ned as to any
comuni cati on nade by the client to himor her."
The statute says the sane thing for both



9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

provisions. There's nothing in the statute that
makes the distinction.

JUDGE BROMN: The notion to exclude the
testinony of Diane Anderson on the grounds of narital
privilege is granted. The statenent "Perhaps ny
wife" did not waive the privilege. At nost it may
have di scl osed a possible subject, but the contents
of any communi cation were not voluntarily disclosed,
and without that, the privilege is not waived.

MR TAYLOR  Your Honor, would Your Honor
entertain, assum ng we do additional research this
evening, a notion for reconsideration in the norning?

JUDGE BROM:.  You can bring a notion to
reconsider at any tinme. | nean, you can do that.
We'll have to review it and see.

MR TAYLOR  Thank you.

JUDGE BROM: O fers of proof are also
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avai l abl e under the rules of evidence. |If that would
be necessary or not, | don't know, to preserve the
record.

W'l|l take a short break and then we'll
conti nue.

MR TAYLOR  Your Honor, if it makes
sense, in order to avoid a perhaps protracted
proceeding |l ater at some higher court or sone other
court, does it make sense, notwi thstandi ng Your
Honor's ruling, to put on the testinmony -- it will be
ten minutes -- so that the testinony is preserved for
potential de novo review of this matter?

| understand the court's ruling, and |I'm not
trying to back-door it, but I'mjust saying, as a
practical solution in the interests of judicial and
| awyer econony, does it nake sense to go forward with
this very brief exam nation, with the understanding,
of course, that right nowit's not deened adm ssible
evi dence?

JUDGE BROW: M. Bul ner?

MR BULMER | guess | don't know how
that would come in. Wuld we do it to the whole
panel ; would we just do a short little statenent in
front of you? |'mconcerned obviously about undue
i nfl uence.
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JUDGE BROMWN:  Ri ght.

MR BULMER | think it's pretty clear on
their briefing.

JUDGE BROM: | think the record itself,

I guess in examning and in your notion, | think that
preserves the issue. Don't you al so have previous
sworn testinony or a statement?

MR TAYLOR W have a decl aration of
Di ane Anderson which is not presently part of the
record.

JUDGE BROMN:  Perhaps that could be added
by way of an offer of proof on the issue, if that's
what you're |ooking for.

Maybe | just opened too much there. MNaybe |
shoul dn't have.

MR TAYLOR It's acceptable to
conmi ssi on counsel, Your Honor, perhaps with the
caveat that it be filed under seal and not reviewed
by the sitting nenbers of the conm ssion.

JUDGE BROAN: Let's hold off on that, the
i ssue on whether or not to proceed. Let's just hold
off on that for now In looking at it, it would



23 i nvol ve, you know, trying that whol e issue but then
24 the conmi ssion not considering it because it's

25 privil eged.
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1 Let's hold off on that for right now, and we can

2 proceed with anot her wi tness.

3 MR TAYLOR W do have another witness,

4 Your Honor.

5 JUDGE BROAN: Ckay. G ve ne a couple

6 mnutes and then we'll get started on that.

7 (RECESS TAKEN. )

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

FOOT OF PACE 375

1 * *x %
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5

6 JUDGE BROMN:  Thank you.

7 W have an additional nenber of the conmission

8 who's joined us this afternoon, M. Witrock.

9 MR WH TROCK: Todd Wiitrock. |'ma lay

10 menber of the comm ssion, and |'m from Longvi ew,

11 Washington. That might explain ny tardiness. It was

12 a very difficult drive getting up here even today.

13 Thank you.

14 JUDGE BROAWN: Al right.

15 MR TAYLOR  Conmi ssion counsel calls

16 Kevin lverson.

17

18 KEVI N | VERSQN, being first duly sworn to
tell the truth, the whole

19 truth and nothing but the
truth, testified as foll ows:

20

21 DI RECT EXAM NATI ON

22 BY MR TAYLOR

23 Q Good afternoon, M. lverson. Wat do you do for a
24 l'iving?

25 A I"'ma certified public accountant.
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1 Q How | ong have you been a CPA?

2 A I'"ve been working as a CPA for ten years, eight years
3 i censed.

4 Q In the course of your work as a CPA, have you done

5 work for Grant Anderson?

6 A Yes.

7 Q Have you done work for Bill Ham|ton?

8 A Yes.



9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

OrOoO>rPO0>» O

Have you done work for M. Hamlton's conpany,

Paci fic Recreation?

Yes.

And did your firmdo work for the Hof fman estate?
Yes.

Were you involved in that?

Yes.

I want to take you back to very late 1992, or early
1993. Were you involved in calculating a reduction
of the purchase price for the sale of the bow ing
all ey operation by Pacific Lanes to M. Ham Iton's
conpany, Pacific Recreation?

Yes.

Wien did you first learn that the assets of Pacific
Lanes had been sold to Pacific Recreation?

I did the work on themin early January, but |
believe | did find out a little bit before then.
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Ckay. Did Judge Anderson contact you in early
January 1993 about an adjustnent to the purchase
price?

Yes.

How di d he contact you?

He actually contacted ny forner partner in about
Novenber, and then | found out about it probably m d-
Decenber or early January, and | don't know if it was
nmy forner partner that told me or Gant or Bill

When you say you first |earned about it in Novenber,
was that the sale of the assets or the adjustnment to
the purchase price?

That was the sale.

Ckay. You didn't |earn about any adjustment to the
purchase price in Novenber of '92?

Not that | remnenber.

Your first know edge of an adjustnment to the purchase
price, was that when Judge Anderson cal |l ed you?

It would have been about, and this is different from
what | told you before, but probably early in
Decenber .

About - -

Wien they did the closing on Decenber 4th, | remenber
now that | was the one that had themwait unti
Decenber 31st to do the adjustnents because of
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payrol | tax reasons and so forth.

Ckay. Did you previously testify that you first

| earned of the adjustnent process when Judge G ant
Anderson called you up in md-January?

M d-January, | did tell you that in ny deposition
Ckay. Regardl ess of when you first |earned about it,
did you work with Judge Anderson in January 1993 on
t he adj ustnent process?

Vll, | did the work nyself, but | did contact him
Ckay. And you contacted himfromtine to tine from
January 1993 forward?

| believe so

Ckay. And that was because you needed infornation
from Judge Anderson?

No. We were just verifying everything.

You were verifying figures with Judge Anderson?
Vel |, explaining them

Did you ever see any docurents that reflected an
agreenent to adjust the purchase price?

No.

Did you ask to see any?

No
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Q
A

Who told you there was such an agreenent ?
I don't know if anybody ever told nme there was such
an agreerment. | was just told that the sale was
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supposed to take place Septenber 1st, and we nmde the
adj ust nent accordi ngly.

And that was what you were told by Hanilton and

Ander son?

Ham | t on and Anderson.

Ckay. And you took themat their word that such an
agr eenent exi st ed?

Yes.

What did you do, just generally speaki ng?

W adj usted what we called the purchase price

adj ustment, or what | called the purchase price

adj ustment, for the cash flow that was earned between
Sept enber 1st and Decenber 31st.

And that's Exhibit 30. Take a |look at Exhibit 30,

pl ease.

(Wtness conplies.)

Ckay. Up at the top it says, "Pacific Lanes purchase
price adjustrments per discussions with Grant Anderson
and Bill Hamilton." Do you see that?

Yes.
And you decided to put that title on it based on your
di scussions with Gant Anderson and Bill Ham|ton?

Yeah, | picked out that title.
Ckay. Now, your discussions with Judge Anderson
about the purchase price adjustnents, those
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conversations took place in January, we know?
Yeah, | would inagine, especially dealing with these
nunbers. They woul d have had to take place after
the year closed, since this is predicated on
Decenber 31st.
And, in fact, you had conversations wth Judge
Anderson as |l ate as md-March of 1993 about the
purchase price adjustnents?
I can't tell youif it was with Grant Anderson, but
we did do the final one on, l|ike, March 11th.
Ckay. Was it March 11th or was it the March 9th date
that appears?
March 9th maybe, yeah.
Take a look at -- there was a neeting that day on
March 9t h?
I can't renenber.
Take a | ook, please, at Exhibit 100.
(Wtness conplies.)
And turn to page 7.
(Wtness conplies.)
Do you see the top entry there on the right-hand
col um about four |ines down which says "D scussions
regarding lverson and all books"?

Now, |'Il represent to you that these are the
tine records of Steve Fisher, attorney Steve Fisher.
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Yes.

It says, "Meeting with Grant Anderson, Bill Hanilton
and Kevin lverson" on March 9th, 1993. Does that
refresh your recollection that you did, in fact, have
a neeting that day with those gentl emen?

I don't renmenber ever having a nmeeting with all four
of us.

Do you deny that you had such a nmeeting on that day?
I can't deny it either.

Ckay. These conversations that you had with
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M. Anderson, is there any doubt they took place
after he becane a judge?

No

No, they took place after he becane a judge?

I believe he was al ready, yeah, a judge

Ckay. And you didn't have any conversations with
Judge Anderson about the adjustnent in 1992, did you?
I don't believe so.

Ckay. How nmany times would you estinmate you spoke or
met with Judge Anderson about this process in 1993?
No nmore than three or four.

Did you call himat the courthouse?

| called and | eft a nessage.

Now, putting aside these adjustnents for a nonent,
you were the accountant for Pacific Recreation?
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Yes.

And you're aware that there were some Cadill ac
payrment s bei ng nade by Pacific Recreation?

Yes.

And for tax purposes, was Pacific Recreation treating
those paynents as a gift or an expense?

As an aut onobi |l e expense.

And under section 162 of the Internal Revenue code,
that neans they were an ordi nary, necessary expense
of the business?

Yes.

Ckay. At the tine these payments were bei ng deducted
as ordinary and necessary expenses of Pacific
Recreation, had Bill Hamlton told you that these
were paynments for Judge Anderson's Cadillac?

No.

Do you now know t hat ?

Yes.

Who told you?

I can't remenber if this was Gant or Bill that told
me first.

And that was about January of 1997?

I believe so, yeah.

And that's when you prepared the amended tax return
that told the IRS, no, these aren't expenses, they
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were a gift?

For Bill Hamilton's corporation, yes

Ckay. Did you ever talk with Bill Ham|ton about him
recei ving approxi mately $8,000 in cash in

approxi mately May of 1995?

I believe I did.

Ckay. And he told you he had received some cash?
Correct.

And who did he tell you had physically delivered and
handed the cash to hin®?

I understood himto say that Gant's girlfriend had
done that.

Not Judge Anderson, but his girlfriend?

Correct.

Now, this adjustnment process that you went through
noney earned by Pacific Lanes was effectively
credited to the purchase price to be paid by Pacific
Recreati on?

Correct.

Is it true that for federal income tax purposes,

Paci fic Lanes paid the tax on that noney?

Not really.

Not really? Can you explain that?

Because the 94 or $92,000 that we're tal king about,



25

or the nmonies that we're tal king about, the profit or
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the | oss, reduced the gain or in this case increased
the 1 oss that woul d have been shown on the sale.
Ckay. Well, who did Pacific Lanes' 1992 tax returns?
I did

And in detailing the incone of Pacific Lanes for
1992, in that tax return you did not reduce the

i ncone by the amount that had been credited to

M. Hamilton, did you?

It did reduce the incone because of the fact of the
loss on the sale. |If there hadn't been a credit of
the purchase price, there would have been a $15, 000
gain on the sale. Because of the credit, there was a
$76, 000 | oss, and that $76,000 | oss |lowered their
incone tax they had to pay.

You and | had a conversation | ast week?

Yes.

And do you recall we tal ked about this tax issue?
Yes.

Did you tell nme in that conversation that Pacific
Lanes had paid the incone tax on the noney it had
earned from Septenber through Decenber 19927

What | told you in that conversation is | had never
|l ooked at it fromthat standpoint and you coul d be
right but I would ook at it nore.

D d we subsequently discuss the matter again?
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I don't believe so.

Ckay. Explain to me how, then, Pacific Recreation --
explain to ne howit was that Pacific Lanes did not
pay the tax on this noney.

That Pacific Lanes did not pay the tax on this noney?
The 92,000 by which the purchase price was reduced.
Wl |, the purchase price, you' re tal king cash fl ow
now. The profit that was involved in that was about
45,000, if | renenber correctly.

Ckay.

The August | oss mnus the Decenber |oss.

Who paid the tax on the profit of 45,000?

The 45, 0007

Yes.

Utimately Pacific Lanes did not pay it, because that
45 reduced the profit they woul d have shown on the
sal e.

So is it correct the 45 was attributed to Pacific
Lanes for tax purposes, although by the tinme various
adj ustments are done, they did not pay tax on it?
Yeah. Accounting-w se they did not pay any

addi tional tax.

Tax-wi se, though, it was deened their incone?
Tax-wi se it was deened their incone.

Very well. And not Pacific Recreation's incone?
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And not Pacific Recreation's income, correct.
Ckay. Did Bill HamIton ever object to that
treatment ?

MR BULMER  (pbjection. Lack of
foundation as to whether Bill Hamlton ever even knew
about it.

Did he ever object to you about that treatment?

MR BULMER  Sane objection

JUDGE BROAN:  Overrul ed.

Did Bill HamIton ever object to you that, "No, ny
conpany, Pacific Recreation, should be credited with
that $45, 000 for incone tax purposes"?
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I don't believe so.

Did Grant Anderson ever object that the conpany of
whi ch he was president was deened the owner of that
profit for tax purposes; did he ever nake that

obj ection to you?

No.

Ckay. During the tinme Judge Anderson was personal

representative of the estate and thereafter, there
was a |l ease in place between Pacific Lanes, which

operated the bow ing alley, and Hoffman- Stevenson,

whi ch owned the buil di ng?

| believe so.

Ckay. And is it your recollection that that |ease
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was for approxi mately $6,000 per nonth?

For Pacific Lanes and Hof f man- St evenson?

Yes.

I believe we accounting-wi se were doi ng $12,000 a
nmont h.

Vell, | understand we're going to get to
accounting-w se $12,000, but --
Ckay.

But it's your understanding that the actual |ease was
for 6,000 a nonth?

Ch, | don't think | ever saw the actual [ ease.

Ckay.

You're tal king Pacific Lanes and Hof f man- St evenson?
Paci fic Lanes | easing from Hof f man- St evenson.

I don't think | ever saw a | ease.

Vel |, then, where did the $12, 000 number that for
accounting purposes was bei ng booked, where did that
come fron?

That came fromthe facts that there was two
corporations, Hoffman-Stevenson and Pacific Lanes.
Paci fi c Lanes woul d make nmoney. Hof f nan- St evenson
was |losing a |lot of noney, so tax-w se we were taking
the rent to | ower the taxes on Hoffman-Stevenson's
side -- or on Pacific Lanes' side. It kind of offset
wi t h Hof f man- St evenson.
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So as | understand it, Pacific Lanes was al ways
showing a profit for tax purposes?

They woul d have without the rent, or they were at

|l east nore profitable or not as big of a | oss as

Hof f man- St evenson was.

Ckay. And Hof f man- St evenson was al ways | osi ng noney?
Correct.

So it was in Pacific Lanes' interest to show on the
books as high a rent as possible so that it would
reduce the taxes on it, the profit-generating entity
of the estate, correct?

It was in the estate's interest, yeah.

And simlarly, the fact that Hoffman-Stevenson was
shown on the books as getting |ots of noney each
month didn't hurt Hoffman-Stevenson because they were
al ways | osi ng noney anyhow?

Yeah. And no noney ever actually transferred |ike
that. It was just a book entry.

Expl ai n.

The $12,000 would be credited to rent, or actually
debited to rent and credited to the note payable to
Hof f man- St evenson.

But no noney changed hands?

Periodically | believe noney would cone fromPacific
Lanes to Hof f man- Stevenson to pay bills.
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Not in the ambunt of 12,000 a nonth rent?

Not necessarily.

In fact, nost of the time no noney changed hands?
Not on a nonthly basis.

And neverthel ess the rent was bei ng booked at 12, 000
a nont h?

Correct.

Reduci ng Lanes' taxes and having no inpact, then, on
Hof f man- St evenson, correct?

Reducing the tax liability of the two entities on the
whol e.

Di d Judge Anderson ever object to that treatnent of
the rent to you?

Not to ny know edge.

MR TAYLOR | have nothing further at
this tine, Your Honor.
MR BUMER |I'ma little torn here, Your

Honor. W were going to recall M. Iverson on our
side of the case. On the other hand, sone of the
conmm ssi on nmenbers have indicated an interest in
wor ki ng through the nunbers. | don't nean to lay it
off on them but this is the man who can expl ain
those.

But that's going to take sone tinme, and what |
told M. Taylor | was prepared to do is, if
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M. lverson is available, and | think heis, is
finish up our side of M. Iverson tonorrow but have
hi m cone back and do hi mtonorrow norni ng but do ny
side as well at that tine.
| guess what I'msaying is, I'd |like to excuse
the witness for this afternoon, have himconme back
tonorrow norning and wap all this up in one shot.
MR TAYLOR That's fine with conm ssion
counsel, Your Honor.
JUDGE BROMN:  All right.
MR BULMER  And just for the commi ssion,
M. Taylor and | have tal ked pretty extensively. W
still thing we're on a good track. We'll finish up
by Friday for sure.
JUDGE BROMN: Al right. W'Ill recess
for the day at this tine.
Maybe | can talk with counsel about the schedul e
for the rest of the week.
Thank you. We're in recess until 9 o' clock
t oror r ow.
( PROCEEDI NGS ADJQURNED
AT 4:20 P.M)
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MR TAYLOR  Good norning, Your Honor.

Conmmi ssi on counsel or respectfully noves this norning for
reconsi deration of the order excluding the testinony of
D ane Anderson. In the alternative, we nove to admt the
deposition testinony of D ane Anderson as an unavail abl e
wi t ness under 804(b)(1).

Let me explain first the basis of the notion for
reconsideration. And this is ny fault, but sonetinmes in
the heat of trial you forget things that are germane and
perhaps central to an issue, and in the course of arguing
it yesterday, arguing the notion, we did not address, |
did not address the fact that approxi mately two weeks ago
D ane Anderson was deposed, not by me, but by
M. Bulner. And let me touch briefly on the questions
that M. Bul mer asked.

First he said, "Now, in the declaration, Mss
Ander son, that you submitted, you indicate that
M. Anderson, Grant Anderson, told you that paynents for
the car were a commission fromM. Hamlton, is that
correct?"

Answer: "Yes, that's correct."
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He went on to ask her, M. Bulnmer went on to ask
Di ane Anderson about the follow ng clearly spousal
PAGE 398
communi cation. Question: "Tell me, tell nme what the
exact words are that you recall at this point."

Answer: "In discussing the car and how it was being
paid for, the discussion was that |, Gant Anderson, was
selling the bowing alley and I, Gant Anderson, am
allowed a conmission for the sale as a realtor.”

Question: "D d you believe at the time that this
was a conmmission, that the Cadillac paynents were in fact
a paynent of a comm ssion by M. Hamlton?"

Answer: "Yes, | did believe that."

Your Honor, by putting Ms. Anderson effectively on
the witness stand through the deposition and aski ng those
questions, the spousal privilege was clearly waived. The
door was open wide to the subject. The exact contents,
we tal ked yesterday how we didn't get into contents.
Vll, in this deposition M. Bul mer on behal f of Judge
Anderson clearly got into the contents of marital
communi cations. And what's happening here nowis a
distortion of the truth-findi ng process because what
happened, they opened the door, peeked inside to see what
was there, they saw what was there, they don't like it,
now they want to shut the door. There was a waiver by
deposi ng her and aski ng her specifically about narital
communi cations. And as in Syosset, the third circuit
case | tal ked about yesterday, they can't shut that door
PAGE 399
now.

So, on reconsideration, we respectfully subnit that
there has been a waiver. But, in the alternative, if the
court concludes there was no waiver, we have a notion in
the alternative. Under ER 804(a), Your Honor, a w tness
is deened unavailable if the witness is exenpted by
ruling of the court on the ground of privilege from
testifying. |If the notion excluding D ane Anderson's
live testinony stands, she has been excluded on the
grounds of privilege fromtestifying. That nakes her
expressly unavail abl e under 804(a)(1).

That brings us then to 804(b). If a witness is
unavai l abl e, can you bring in forner testinony. The test
there is, yes, if it's a deposition taken in the action
and the party agai nst whomthe testinmony is offered had
the chance to develop the testinony by direct or cross
exam nation. And here M. Bulnmer had the chance to
devel op the testinony by direct examnation. It was his
exam nation. So she is unavailable if the ruling stands
and the deposition qualifies for adm ssion under
804(b) (1), the hearsay exception for unavailability.

Thank you, Your Honor.

MR BULMER  First, Your Honor, | would submt
under CR 59, | believe, that a notion for reconsideration
require a new basis or require informati on that was not
PAGE 400
ot herwi se available prior to arguing the prior notion, so
I would submt under CR 59 the notion for reconsideration
is inappropriately brought at this tine. There is no new
evi dence and no new | aw, there is nothing which was not
avail able to themat the tinme we argued the prior
noti on.

Secondly, as to the issue of waiver, what the lawis
is that the waiver has to be expressed by the person who
hol ds the privilege. Now, the way the Conm ssion woul d
set this matter up is they plead natters which are
covered within the privilege and then they woul d have us
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not be able to conduct discovery into what their
witnesses are going to say in the event that the court
ruled on it if the court allowed it to cone in. They are
the ones who tried to force the door to be opened by

di scl osing privileged material and now they woul d
preclude us from asking the wi tness they declared who has
al ready disclosed the privileged naterial as to what the
scope of that is. W didn't open the door. The

Conmi ssion had al ready engaged in the process of getting
this information out and disclosing it and we foll owed
through with a proper inquiry.

W don't waive our rights by asking it and Judge
Ander son does not because he didn't waive it. The fact
that she chooses to talk about it in contravention of it
PACE 401
is a separate nmatter entirely, so waiver doesn't occur
when the Conmi ssion has already raised the issue in the
process. W don't have any other alternative than
obvi ously, in proper preparation, to ask her the
questi on.

As to this ERtrick, for lack of a better term the
problemwith that is that if the information is
privileged information, the information is privil eged
and the fact that they nay be excluded because of the
privilege doesn't mean that you get to go back to the
testinmony and put it in. This testinonial privilege that
is here is that you can't be exanined about, you can't be
conpel led to testify about issues about which issue is
covered by the confidentiality; otherw se, the privilege
woul d be nothing. And in the process she coul d cone
forward, violate the rule and testify about it. Al
right. Then we assert our right to have her excluded and
then you introduce the deposition where they violated the
rule and it gets to get in because they can't possibly
be --

I ran into this argunent before, but it makes no
| ogi cal sense that the person who violates the privil ege
can violate the privilege in a deposition, then be
excl uded and then you cone around and put the violated
testinmony in through the privilege or through this
PAGE 402
process. You know, it's either excluded or it's not
excluded, and the fact that they're not available for
perhaps other things that were said in their deposition
I don't know the answer to that

JUDGE BROM:  Thank you.

MR TAYLOR First of all, Your Honor, under
rule 59 of consideration, the rule, 59(g), expressly
speaks to substantial justice. Let nme address that for a
norent .

JUDGE BROMN:  Fifty-nine is not an issue, Rule
59 is not an issue for the Conm ssion

MR TAYLOR Very well, Your Honor

JUDGE BROMN. W'l | consider your notion

MR TAYLOR M. Bulner could have, prior to
deposing Ms. Anderson, nade his notion in limne. He
coul d have sought to exclude the testinony as privil eged
he had that right. |Instead, what Judge Anderson wanted
to do was to play it both ways. He took the deposition
we didn't, he did. There had been no violation of the
spousal privilege prior to then. She had not been
spelled to testify agai nst anybody i ncludi ng Judge
Anderson. There had been no deposition prior to that
tine. The first and only deposition of Ms. Anderson was
taken at Judge Anderson's behest. And what happened is
he wanted to know what she was going to say and then
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PAGE 403

decide, well, gee, | think | want to assert a privilege
now because | don't like it, and that's to be contrasted
with his current wife who he's listed as a w tness and
for whom he expressly waived privil ege.

So what he's doing is picking and choosi ng
privilege, no privilege, finding out what's there
asserting privilege, withdrawing privilege. It's just
not right, Your Honor, it's not fair and, Your Honor,
returning not in the context of Rule 59 and substantia
justice, but just plain justice and fairness, if
Ms. Anderson is excluded and if her deposition testinony,
which | submt is plainly adm ssible under 804, if that
i s excluded, the Comm ssion counsel will have no choice
but to urge the Commi ssion to drop the charge, to drop a
charge for which the Conm ssion has already found there
i s probable cause to believe that Judge Anderson viol ated
t he Code of Judicial Conduct. For those reasons, | urge
the court to reconsider the matter or, alternatively, to
deem t he deposition adm ssibl e under 804(b).

(Pause in the proceedings.)

JUDGE BROMN:.  Ckay. Well, I'lIl take a few
nonents to consider the issue. Thank you

(Wher eupon, a recess was taken.)

JUDGE BROMWN:  The Conmi ssion on Judicia
Conduct proceeds pursuant to our Rules of Procedure. The
PAGE 404
Rul es of Procedure provide that the Gvil Rules are
applicable, and that would be the Gvil Rules that apply
in courts of the State of Washington shall apply in al
public proceedi ngs under these rules, and that also
includes the Rules of Evidence applicable to civi
proceedings. That's Rule 8 of our rules.

A marital privilege, like other privileges, is a
rule of evidence; it's not in the evidence rules, but it
is arule of evidence. So privileges do apply in public
proceedi ngs for the Commission on Judicial Conduct.
That's also clearly contenplated by Rule 20(b) which
contenpl ates the wai ver of the nedical confidentiality
privilege, so it's clear the rules contenpl ate that
privileges exist. | know that wasn't argued by the
parties, but as it's a public proceeding, |I like to point
that out where we're coming up with these rul es of
evi dence, they aren't just made up as we go al ong

The issue to be decided is whether or not Judge
Anderson can claimthe marital privilege as to the
testinony of his forner wfe, Diane Anderson

Counsel has clearly indicated that the privil ege
woul d apply to any statenents by her regarding
communi cati ons made during the marriage unl ess that
privil ege was wai ved.

The information before me yesterday is contained in
PAGE 405
the nenmorandum filed by Conm ssion counsel indicating
that in the deposition of Judge Anderson the foll ow ng
testinony was provi ded

Question: "D d you disclose to M. Fisher the fact
that paynments on your car were being made by M. Ham lton
and/or an entity controlled by M. Hanmilton?"

Answer : "l don't know that, not that | recoll ect
but | don't recall."
Question: "D d you tell anyone?”

Answer: "Perhaps ny wife."

The Commi ssion argued that that constituted a wai ver
of the privilege. M ruling as presiding officer was
that that statement did not constitute a waiver as it
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nerely informed the questioning party of a person who was
told about a subject nmatter but not about the contents
And, in a simlar manner, it would be the sane as where a
question was asked, what if you said perhaps "I told ny

| awyer" rather than perhaps "I told ny wife," would his
attorney-client privilege be waived, and the answer
clearly is no. | think the answer clearly as to this
spousal privilege is also no. It's not a waiver.

Today, in arguing for the notion to reconsider that
deci sion, new informati on was provided regarding the
deposition of D ane Anderson. Judge Anderson's attorney,
M. Bul ner, subpoenaed D ane Anderson for deposition and
PAGE 406
asked her the questions clearly detailing the contents of
t he communi cations that she states were nade by Judge
Anderson during the narriage regarding the paynents on
the car which were nade by M. Hamlton. At that point
ny ruling is that the judge waived the privilege by doing
that. The discovery in this matter was nade pursuant to
the Gvil Rules regarding discovery applicable in the
courts of the State of Washington or Superior Courts, and
those are sections between Rule 26 and 37 and the
parties' counsel provided an order to the presiding
of ficer agreeing that discovery would take place pursuant
to those rules

The only renaini ng question raised by M. Bul mer
was, well, this is discovery, we're entitled to know what
the subject natter of her testinony would be before being
required to assert the privilege. However, Rule 26(b)
provi des for discovery scope and linmts. Parties may
obtai n discovery regarding any natter not privil eged
which is relevant to the subject matter involved in the
pending action. That's rule 26(b)(1). So if the matter
is privileged as asserted by M. Bulner, then by him
obt ai ni ng some discovery as to that privileged matter
the privilege was waived. And that is the position of
Conmi ssi on counsel and, in any event, they asked the
questions, the procedure shoul d have been to assert the
PAGE 407
privilege there and either seek an order or seek a ruling
fromthe Conm ssion regardi ng whether or not it was
appropriate or whether or not the privilege would be
honored and then proceed with discovery later onif it's
not privileged. So in light of that new infornmation
which clearly constitutes a waiver of the privilege which
was not brought to the presiding officer's attention
yesterday, the notion to exclude or the notion to
reconsider the court's ruling is granted and I, the
presiding officer, will reverse the ruling granting the
notion to exclude Di ane Anderson, and so that notion now
wi Il be denied and Di ane Anderson may be called as a
witness in this action to testify regarding that subject
matter.

MR BULMER If | My, Your Honor, at |east
would like to nake ny record clear. There's been a |ot
of new evidence come in here. | want to nake sure it's
perfectly clear in the record as to what happened in this
process. Diane Anderson breached the waiver pursuant to
subpoena fromthe Conmission before she was deposed. She
subnmitted a decl arati on under oath that breached the
privil ege.

The information you don't have in all of this
because we' ve been noving so quickly here is that the
Conmmi ssi on subpoenaed her and obtained a declaration from
PAGE 408
her whi ch breached the privilege at that point and that
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was provided and was included as part of the probable
cause.

JUDGE BROMN:  That's her privilege. She can
decide to speak or not. That's her choice.

MR BULMER  No, she responded -- it's not --
when she provides -- | don't nean to argue with you, |
want to nake sure ny record is clear, Your Honor. She
required themto issue a subpoena, her testinony was, and
t hey subpoenaed it, the Commi ssion breached the waiver,
they didn't contact us, or breached the privilege, they
didn't contact us. She didn't assert it, it's not waived
at that point. At that point they have put it into the
record, they have put the declaration into the record,
they have pled it into the record, it's not a waiver. W
objected in our answer to it occurring and then we
proceeded forward and | think we're entitled at that
poi nt, having breached it, to explore the grounds under
whi ch it happened and what the background was for a
decl aration that they had al ready --

Under the rule it says you can't exam ne her on the
i ssue. The Conmission's own counsel in essence exam ned
her by subpoenaing her. She said in her deposition it
was in the alternative to conming in. So they've already
exam ned her on the issue. Now we are entitled to comne
PAGE 409
and find out what that scope of that exam nation was.

JUDGE BROMN: Wl |, you have provided ne no
case, no rule other than the force of your argument. The
Conmi ssi on counsel has provided ne with case | aw and al so
its argunent, which is persuasive.

MR BULMER | would reserve or at |east want
the record to be clear that the testinmony is conming in
over objection, which | presume it is, but | want to nmake
sure | amclear on that and an opportunity to nove for
reconsideration. And | believe the way it works now, |
can nove that we can produce sonething additionally, so
we'll --

JUDGE BROMN:  Sure.

MR TAYLOR  Your Honor, in light of a de
facto offer of proof, | would |ike to make ny own offer
of proof subject to perhaps counsel would |ike to examn ne
M ss Anderson on this issue. The Conmi ssion counsel did
not and coul d not subpoena Ms. Anderson and force her to
give a declaration. That is not what happened. That
woul d be a violation of the rules. W did not violate
the rules. She was subpoenaed for a deposition, she
volunteered to provide a declaration and we accepted that
declaration. That's all that happened.

JUDGE BROM: Are we ready to proceed with
today' s testinony?

PAGE 410

MR BULMER | guess we are, Your Honor.

JUDGE BROMN:  All right.

(Pause in the proceedi ngs as the Conmi ssi on

joi ned the proceedings.)

JUDGE BROMN:  Thank you. M. lverson, resune
the witness stand and you are still under oath.

KEVI N | VERSON, havi ng been previously duly sworn on oath
or affirnmed to tell the truth, the whole truth and
not hing but the truth, testified as foll ows:

JUDGE BROMN:  Counsel .

JUDGE SCHULTHEI' S: Judge Brown, did you want
us to introduce ourselves for the benefit of the court
reporter?

JUDGE BROM:  She does have everybody's nane,
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but for the record, Commi ssion nmenbers that are present
today, perhaps if you'd state your nanme today. o
ahead.

MB. BRIGHTON: Dal e Brighton

MB. CAVER  Vivian Caver.

JUDGE DONCHUE: M chael Donohue.

MR CLARKE: Harold d arke.

JUDGE SCHULTHEI S: John Schul t hei s.

MB. REYNCOLDS: Nora Reynol ds.

MR VWH TROCK: Todd Wi trock.
| NTRODUCTI ONS 411

JUDGE BROMN:  And St ephen Brown.

CROSS EXAM NATI ON
BY MR BULMER
M. lverson, | know you covered this a little bit
yesterday, but just give us a little bit about your
credentials. You are a CPA?
Yeah, | ama CPA. | started working for Gary Frind in
approxi mately ' 88 and bought into his business in '94 and
now |''mout on ny own.
And in 1992 and ' 93 when the events which are at issue in
this case were going forward, you were not a partner yet
inthe firn®

Correct.

You were an enpl oyee of M. Frind?
Yes.

And M. Frind, it was his CPA firn®
Correct.

And at that tinme you said sonething yesterday about been
doing it for ten years but been a CPA for eight. Wat
does that nean?

You need two years of experience before you actually get
your CPA license. | had passed the CPA exam and so
forth, but I had to wait that two years to get the

l'i cense.

PAGE 412

May | approach. You have kind of a | ow voice so we wll
nove this a little bit there. Gay. Now, say your
nane.

Kevi n | verson.

So you went to work in 1988 for your work experience or
what ever that woul d be call ed?

Correct.

And so in 1990 is when you actual |y became a CPA,

i censed CPA?

Yeah.

When do you believe you first learned that the bow ing
all ey had been sol d?

| believe | first learned it in early Decenber.

o 199272

o 1992.
And how did you learn it?
| really don't know exactly. | don't know if ny forner

enpl oyee, Gary Frind, told ne or if Gant or Bill told
ne.

You sai d yesterday sonethi ng about maki ng the suggesti on,
however, to run it through the end of the year, is that
correct?

Correct. | cane up with the suggestion to go to the end
of the year strictly on a personal reason, that it would
unconplicate ny life in that | wouldn't have to run two
PAGE 413

sets of W2s and do two sets of payroll reports. It was
just a nice clean cut-off date.

Wien do you believe you first |earned that some sort of
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adj ustnents needed to be nade for cash fl ow?

That woul d have probably been early Decenber also
I"mgoing to ask the Conm ssion and you also to turn to
Exhi bit 60, please. Do you recognize Exhibit 60?

Yes, | prepared that.

What is that?

That was a sheet that | prepared to -- this was the
original one, | believe, that | prepared to show the cash
flow effect on M. Hamilton not receiving the business
until Decenber 31st.

That has a fax dated 2-16-93 on it fromM. Frind s
office or earlier testinmony was that that was

M. Hamlton's fax nunber. | don't want you to answer
yes. Would that be consistent with your understandi ng?
Yes.

Now, at the top of that sheet it says "Pacific Lanes

Purchase Price Adjustments.” Do you see that |anguage?
Yes.

Who cane up with that |anguage?

I did

Who cane up with the idea of making the cash flow
adj ustnents by way of a purchase price adjustnent?
PAGE 414
I did
And did you nake that recomrendation?
I made that recommendati on because in ny mnd there was
no other way to do it because the Pacific Lanes and
Hof f man- St evenson did not have the noney to do it any
ot her way.
Now, further down on the sheet after "Original purchase
price" and "Really took possession" is |anguage which
says, "Need to adjust for cash flow from Septenber 1 to
Decenber 31." Do you see that |anguage?
Yes.
Who cane up with that |anguage?
I did
Way did you put that |anguage on this?
I was nmeking the distinction between a profit and | oss
and the cash flow of the business.
Did you understand that to be your instructions as to
what you were supposed to do from M. Anderson or
M. Hanilton or someone?

MR TAYLOR bjection. Question is vague

JUDGE BROMN:  Overrul ed.
I don't think they ever gave ne instructions concerning
the cash flow | believe that | was told that the
adjustnents for the profit would have to be nade and
explained to themthat the cash flow was actually nore
PAGE 415
vital than the profit and | oss
Now, did anyone ever suggest to you that you cone up with
sone sort of a specific nunber in relationship to the
adj ust nent s?
No
D d anyone ever suggest to you any of the vocabulary to
put on this or any of the other sheets that were
pr epar ed?
Not that | renenber.
D d anyone ever tell you what nunbers to put in?
No
Al the nunbers that are on these sheets are based on
your cal cul ations?
Correct.
These were your cal cul ati ons based on your experience as
a CPA?
Correct.
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Wiul d you agree with ne that a different CPA might do it
differently?
Strong possibility.
I amgoing to ask you to turn to Exhibit 61, please.
Before we get to that exhibit, let me check off this one
on ny list. Yesterday you said that you thought that you
had three or four conversations with Judge Anderson, or
di scussions perhaps, | don't mean to mischaracterize it,
PAGE 416
after January probably about issues connected with this
spread sheet or the adjustment sheet?
Correct.
Do you have any recollection as to how | ong those
conver sations woul d have been?
I recall themall being very short. Like | said, | would
call him he would call ne back and it would probably
just be a couple mnutes on the phone.
Al right, now, turning to Exhibit 61, what is 61?
Sixty-one was a later draft of or |ater version of
Exhi bit 60.
I think we can all agree M. Taylor and | think that
there's sone facts, notations at the top of "' 97" and
that was just produced in the process of this litigation
so that that would not have been on the original,
correct?
I believe so.
Ckay. Now, on 61 do you recogni ze any of the witing?
The witing in the mddle of the page |like the "Pre final
sal e adjustnent,” that's ny witing.
The witing at the top that says "3/9/93" is not your
witing, correct?
Correct.
And the witing in the bottom!|eft-hand corner that has
$3,000 a nonth and ends with 207,171 is not your witing,
PAGE 417
correct?
Correct.
And over on the right-hand side where it says January
payrment, February, March, is also not your witing?
Correct.
Yesterday we told the Commi ssion we'd try to wal k through
this alittle bit if we can and | would like to do that
now.

| admit to not being an accountant, so if | use some
bad vocabul ary or something that's incorrect, please
correct me in the process as we go forward here.

This blowup is a copy of Exhibit 61, correct?
Correct.
Al right, let's spend a mnute tal king about this
thing. This top line then, the "$300, 000" is what?
That was the original purchase price.
For the --
For the business effective Septenber 1st, 1992.
Wiat is the net incone financial statenent |ine?
That was we did, the conpany | work for, | didn't
especially, they did a nonthly financial statenent for
Paci fic Lanes. And when they brought in their books for
Decenber, which is generally about ten or 15 days after,
so it would be in nid January, we ran a financial
statenment just |ike we would in the nornal course of
PAGE 418
their every nonth business and we came up with that net
incone for the year. That was before any of the sales
figures were put intoit.
Now, what sal es figures?
The sal e of the business.
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Al right. So it had the revenue of the --

It had the revenue of the business, everything for this
Decenber statenment was just like if the business had
never been sol d.

Now, in preparing a financial statenent, what el enents
woul d be in a financial statenent?

Al the income and all the expenses, they would bring in
t heir checkbook, a sheet breaking down all their incone.
W woul d accrue, accrue neaning that we woul d expense
sonething in the month for that nonth even though they
may not pay it until the following nonth. Basically
every financial aspect of the business.

Al right. So this was an accrual financial statenent?
An accrual financial statement.

Cone back and cover that for me again. |If in Decenber
I've got a bill for electrical or I know electrical is
comng but | haven't paid it yet, would that have showed
up on this?

W woul d expense the bill and accrue the expense and it
woul d show up as a payabl e.

PACE 419

So I'd pay it at sonme other tinme, but in calculating this
nunber, you woul d have already taken into account the

electrical bill which was going to be paid at sone future
tinme, is that right?
Correct.

Now, what is that $50, 1277

That nmeans that prior to an adjustment to the sale, the
Paci fic Lanes | ost $50,000 for the year of 1992 from
Decenber through or January through Decenber.

And then the next line, "Net Incone, August Financial
Statenent," | take it it's the same thing, just earlier?
Sarme t hing except that was January through August of '92.
That nunber was 95, so at that point they had | ost

$95, 000 pl us change?

Correct.

And then you drew this line here, what does that |ine
mean to you?

That's just showing that it's going to be the difference
of those two.

And that difference is shown here on this line to be

45, 545?

Correct.

What does that 45,545 represent?

That neans that between Septenber 1 and Decenber 1 they
made a book profit of $45, 000.
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And you used that termyesterday as well. Wat is a book
profit?

When | say book profit, | mean what the books include

doesn't necessarily tie to cash flow

So this is not necessarily cash?

Correct.

And the non-cash parts of that woul d have been taken into
account as to how you arrived at these nunbers up here?
Correct. Those were book profits above it or book | osses
in that case.

So in doing your cal culations, what did you need to do
then in your next step to adjust for cash flow?

W needed to make adjustrents for anything that woul d
have been different if Bill woul d have taken, or

M. Hamilton woul d have taken, possession Septenber 1st
and al so anything that didn't involve cash flow

Let's talk about the nost difficult concept in that
regard first then. |s that what these add-backs are for
t hen?
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The add- backs are things that were included in the
financial statenments that woul dn't have been included if
M. Hamilton woul d have taken possession

O that were non-cash events?

O that were non-cash.

And is that what depreciation is, is that non-cash?
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Correct, depreciation is non-cash

Explain if you can why depreciation as non-cash has to be
added back in order to get the cash flow?

Depreciation is a concept where if you buy sonething and
the government in many cases will nake you depreciate it
over a nunber of years, the year that you buy it, you
have the big cash outlay, but then in future years when
you're depreciating it, you're getting an expense but
you' re not outlaying any cash, so in that case they took
an expense during the year of the anount of the
depreciation and they didn't outlay the cash for it.

So correct me if I'mwong then, when you calculate this
nunber, a non-cash event has occurred, is that correct?
Correct.

In cal cul ating that nunber?

Correct.

But because you're trying to determ ne cash, you have to
take that out of the cal cul ation?

Yes.

Is that what you're doing?

(Nods head affirmatively)

Then what about fair market rent, this is your
handw i ting here?

Correct.

"$12,000 per nmonth accrued to HS."

PAGE 422

Hof f man- St evenson.

Wiy did you take that into account?

Because the deal that they had for Septenmber 1st showed
that they were going to be paying $6,000 a nonth

Let's make sure we got the "theys" clear. The "they" for
$6, 000 a nonth was?

The deal for Pacific Lanes included the property for

Paci fic Lanes, too, or the property that Pacific Lanes
was on, and if M. Hanmilton woul d have taken possession
Sept enber 1st, he woul d have had to pay $6,000 a nonth
rent.

And so why --

On the statenent $12,000 a nonth was accrued, so an extra
$6, 000 a nonth was included into the |oss.

Let ne make sure | understand it. Up here when you did
the financials, you included $28,000 worth of rent, is
that correct?

In the four nmonths between Septenber and Decenber we

i ncl uded $48, 000

Did | say 28? | amsorry, $48,000. But if M. Hamlton
had owned it during that tine period, he would have only
been paying $6, 000 a nont h?

O $24,000 for the four nonths.

So this puts back then rent which was taken out up there
but which M. Hamlton would not have paid?
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Correct.

And since it would not have been paid, that would have
been cash that woul d have been left in the account?
Correct.

Now, the next one, not necessarily in order, is excess

l egal and accounting at 14,600. These are your

cal cul ations on the depreciation?
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Correct.

And then the excess | egal and accounting, what are these
cal cul ations, those are your cal cul ati ons agai n?

Yes. The 37,650 was | egal and accounting for the whole
year through Decenber. | subtracted the 20,450 whi ch was
the I egal and accounting through August and then
subtracted out four nonths tinmes $650 a nonth is what

M. Hamilton would have paid our firmto prepare the
bookkeepi ng, to prepare his financial statenents and
anyt hi ng over and above that we consi dered excess | ega
and accounti ng.

So he woul d have paid the four tines 650 in any case?
Correct.

And this is how much they paid during the whole year for
both of those?

Mm hnm (wi t ness nods head affirnmatively).

If I got this correctly and this next nunber, the 20, 450
is what they paid up through August?
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Mm hmm (wi t ness nods head affirmatively).

In this excess | egal and accounting, were the
$1800- a- nont h nanagenent fees being paid to

M. Anderson's firm were they lunped into that |egal?
Yes.

Next down is an itemcalled less -- let me back up. None
of these have little parenthesis in front of them right?
Correct.

So what does that nean?

That neans they are actual ly being added back to the
profit nunber.

Al right. Now, "Less Purchase of Bank," what does that
nean?

That has to do with the fact that the bowing alley,
Pacific Lanes, has at the end of any day $5,150 in cash
in various tills, and when they did the change over, that
noney got left there, so that's an entry we made to make
M. Hamilton actually pay for purchasing that noney.

Now, if we went back to Exhibit 60, is there an entry
there for purchase of cash?

No
Is M. Ham |lton better or worse off between Exhibit 60
and 61?

He's worse off.

The next |ine down under "Less Purchase of Bank" is

PAGE 425

"Pacific Lanes Paynment, $12,000." What does that
represent?

That woul d have been the four nonthly paynents

M. Hamilton woul d have had to pay Hof f man- Stevenson or
Paci fic Lanes for the purchase of the business

But that has parenthesis around it. Wat does that mean?
That neans that's cash he woul d have had to outlay that
he had to pay for just like he paid for the purchase of
the bank here

Let's nmake sure | understand this. Wt that nmeans is if
he bought it Septenber 1st, these are cash things which
woul d not have gone out because he owned it?

Correct.

But these two are cash which woul d have gone out because
he owned it?

Correct.

Have | stated that correctly?

Yes.

Next is "Tentative Purchase Price Adjustment, $92,829."
Wiat is that then?

That's just the total of all the above fromthe 45, 000
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addi ng in the 24,000, 25,000, 14,000, and subtracting out
the 5,000 and the 12, 000.

And what does that nunber represent to you?

That represented the anount of cash that woul d have been
PACGE 426

in the business or the anount of cash fl ow generated by

t he business during the four nonths.

Does that represent the amount of cash, at least in your
opi nion, that woul d have been left in the business had
M. Hanmilton been operating the busi ness?

Correct.

The next line is "Adjusted Purchase Price, $207,171."
What does that represent?

That's the $300, 000 ninus the $92, 829

Al right. So this is the part that always confused ne.
These coul d have been sort of inserted here, right, |
nean, we really take this nunber and this nunmber to get

t here?

Correct.

W sort of ignore those nunbers since that's sort of the
total of those nunbers. W take the 300,000, junp down
here and deduct that nunber because that's the amount of
cash that woul d have been down, and this is what you came
up with as to the adjusted purchase price?

Correct.

Why did you recomrend that, to do it an adjusted purchase
price? Was there any other way to do it?

Vel |, because during this tine Pacific Lanes was spendi ng
out noneys that they had owed fromprior and there wasn't
$92,000 left in the account to turn over to Bil

PAGE 427

Ham | t on

So then you arrived at what woul d have been the adjusted
purchase price taking into account the cash that Pacific
Lanes had spent. And then "Cash Down" represents?

M. Hamlton gave $100, 000 cash down, 50,000 against the
busi ness and 50, 000 agai nst the buil ding.

The object of this exercise was to find out how nmuch

M. Hanmilton still owes, is that correct?

Correct.

And so we get down to "Amount Owning." What we are trying
to determ ne here is how much M. Hamlton owes Pacific
Lanes, is that correct?

Correct.

So since this was the price and you had al ready paid
that, you have to take it out to find out how nmuch he
still owes because he already paid. Am| saying this
right?

Yes.

Now, we next have a series of calcul ations which are not
up here. At that point you could have just drawn a |ine
there, is that correct?

Correct.

And if you had done that, the anobunt he owes woul d have
been?

$157, 000.

PAGE 428

Excuse ne?

$157, 000.

However, you then nade some additional cal cul ations,
correct?

Correct.

O recommended. And these are paynents nmade by Pacific
Rec. Enterprises, Incorporated on behalf of Pacific
Lanes. Wy did you put these entries in?

Because in January a | ot of paynents were made out of the
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new cor poration which was Pacific Recreational
Enterprises to pay bills that were Pacific Lanes' bills.
What woul d have been the appropriate way for Pacific
Recreation to have handl ed those bills?

Most appropriate probably woul d have been to turn them
over to Pacific Lanes and |l et Pacific Lanes pay them
Because they were Pacific Lanes' bills, obligations?
Correct.

Now, particularly the three nonths insurance and the 4th
quarter payroll, were those itens which had been taken
into account up in the accrued financial statenent?

Yes.

So they had al ready been taken into account and

determ ned t hat nunber?

Yes.

If | understand this correctly. But despite that Pacific
PAGE 429

Rec. had gone ahead and paid then?

Correct.

And so the first one of that type is three nonths

i nsurance which Pacific Recreation had paid after January
1st?

Yeah, that cane out of Bill Hamlton's Pacific Rec.
Enterpri se checkbook. He paid for a whole year that went
from Cct ober through Septenber.

Al right. But for that insurance for those nonths was
the liability of Pacific Lanes'?

Correct.

But Bill Ham lton had actually spent cash, is that
correct?

Yes.

Then the 4th quarter payroll and business taxes, sane
scenari 0?

Well, in that scenario the |adies running the bowing
alley, they just paid it, because to them nothing had
changed. They got the bills fromus, we prepared the 4th
quarter payroll tax and business tax report, we sent them
to themand they just wote a check because they didn't
have any differentiation between corporations.

Whose liability was that?

It was Pacific Lanes' liability.

Al right. And then next there is a January install nent
PAGE 430

on First Interstate Bank. The Hof f man- St evenson or

Paci fic Lanes had a | oan outstanding with First
Interstate?

Correct.

And paynments were nade from --

From Paci fi ¢ Lanes.

So this is a Hof fman- St evenson or Pacific Lanes' debt
that's ow ng?

Correct.

But there's a paynent made in January?

Yes.

That was the obligation of Pacific Rec.?

No, it was the obligation of Pacific Lanes and it was
pai d out of Pacific Recreation.

Thank you for correcting me. And next we have a January
M1 dred Hoffman paynent. W haven't spent a lot of time
tal king about Mldred Hoffrman in this matter. Wat was
t hat paymnent ?

M 1 dred Hoffrman was owed nmoney from Pacific Lanes and
every nonth they would wite her an interest check, and
they did the sane thing, they just continued to pay it,
they paid it out of Pacific Rec. when it should have been
pai d out of Pacific Lanes.
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Al right. So all of those nunbers are cash that cane
out in January?

PAGE 431

Correct.

The next one is "Less Pacific Lanes NSF Redeposit." Wat
does that represent?

At the end of the year Pacific Lanes had some checks that
had been basical |y some bounced checks, and when they
were redeposited and nade good on, the bank put theminto
the Pacific Rec. account because Pacific Lanes' account
had been cl osed down.

Al right. So let ne get this correct. These checks
were ultimately honored?

Correct.

Al right. And if they had been deposited to Pacific
Lanes' account, Pacific Lanes would have gotten the $978?
Correct.

But they ended up being deposited to Pacific Recreation
bank account so Pacific Rec. actually got the $978?
Correct.

This is a calculation to take that into account?

Yes.

And then "Pacific Lanes Check to Start New Accounts,
750," what does that represent?

Wien they opened up the new Pacific Rec. accounts, they
wote a check fromPacific Lanes to open them So
Pacific Lanes was giving themthe $750 to open the new
account .

PAGE 432

So this is noney that Pacific Rec. had basically taken
from Pacific Lanes' accounts?

Correct.

And needed to be accounted for?

Yes.

And all of those total $31,658, is that correct?
Correct.

Al right. And so what does that anount represent to
you?

That's the anount of noney that in total that Pacific
Recreation Enterprises paid on behalf of Pacific Lanes in
the nmonth of January.

After taking into account the fact that they had gotten
advant age of 978 and the 7507

Correct.

Now, drawing a |line here from"Cash Down" up, okay, if
none of that needed to be done, okay, for whatever
reasons, woul d these adjustnents have had to have
occurred in any case?

Correct.

And i f none of that had happened and these adjustnents
had to be nmade post transaction adjustnents, who woul d
have owed that $31, 000?

After Pacific Rec. paid it, Pacific Lanes woul d have owed
that noney to Pacific Rec.

PAGE 433

Paci fic Lanes?

Pacific Lanes ultimately shoul d have paid that noney.

Al right. And so they should have witten a check for
$31, 658?

Correct.

Ckay. Now, instead, Pacific Lanes didn't have the noney
as far as you knew?

Correct.

How did you treat that $31, 000?

W treated it as a note paynent.

On the January --



12
13
14
15
16
17
18
19
20
21
22
23
24

FOOT COF

O~NO O WNPE

FOOT COF

O~NO O WDNPRE

o> O

oOrQo >

o >0

> O>rO0

>O0>» LO> O

O >0

O >0

Yeah, the January paynent.

Al right. So at that point were you treating basically
after the adjusted price a note of roughly $157, 000?
Correct.

And then you treated the noney that Pacific Rec. owed
Paci fic Lanes since they didn't have the noney as a
payrment on the note?

Correct.

A lump sum down paynent or |unp sum paynent ?

Yes.

And so that's what that was. And so then if |'m doing
this right, you then ended up with 125,6513. What does
that represent?

That's the amount that Pacific Rec. owed Pacific Lanes as
PACE 434

of February of 1993.

Who got to spend that $92,0007?

Paci fi c Lanes.

If the bowing alley had closed and Pacific Rec. had
taken control Septenber 1st, who woul d have spent that
$92, 000?

The noney woul d have either been in the bank account of
Pacific Rec. or Pacific Rec. would have spent it.

MR BULMER That's the best | can do in
explaining it. 1've walked through it. | know
ordinarily the Conmm ssion nenbers would wait until the
end, but 1'd ask, Judge Brown, that if there are

questions about this -- is this objectionable to you, I'm
sorry, M. Taylor?
MR TAYLOR | do object to an interruption of

the witness prior to redirect.
MR BULMER | finished with that | think
JUDGE BROMN:  Maybe you can just have the
transparency there so if it needs to be referred to.
MR BULMER We'll leave this all set up
You continued to do the books for Pacific Recreation?
The firmdid, yes.
Ckay. And also for Pacific Lanes and for
Hof f man- St evenson?
Yes.
PACE 435
And was the anmount owed for Hof f man- Stevenson or Pacific
Lanes, was the $125,000 in fact treated as bei ng owed by
M. Hamlton?
By his corporation, yes.
I would ask you to turn to Exhibit 114. Do you recognize
Exhi bit 1147
Yes, | prepared that.
And what does Exhibit 114 reflect?
It's a nonthly recap just basically taking the financial
statenments and making it into just a very sinple income
and expense.
This does not represent cash flow, is that correct?
Correct.
However, if we look in May, June, July, August and
Septenber, at the totals at the bottom-- let nme go
back.

Wiere it says, "Net Incone/Loss" at the bottom
those are sort of the curmulative totals, or not totals
fromup above, just organizes then?

These are nmonthly totals, yeah, just organizes the
monthly net incone or |oss for each nonth for the three
years.

For '90, '91 and '92?

Correct.

And if we |ook at May, June, July, August and Septenber -
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or August, anyhow - that would show that there woul d be
at |east |osses during those nonths?

Correct.
And based on your experience as an accountant in
follow ng these matters, would that also reflect -- would

cash flow follow a simlar pattern?
Cash flow would follow a simlar pattern
Up to 1993 were you famliar with generally the cash flow
connected with the bowing alley?
Yes.
What was your experience or what was your understandi ng
as to how the cash fl ow business works in a bow ing
all ey?
A bowing alley is very cyclical in that when the bow ing
season starts in about Septenber, they get a |ot of
revenue in and the cash flow is very good, but then six
or seven nonths |ater when the summer starts, no one
wants to bow during the summer and the cash flow is just
the opposite, it's very bad.
Yesterday M. Tayl or asked you sone questions about when
did you | earn about the car paynents bei ng nade by
Pacific Rec., M. HamIton, on behal f of Judge Anderson
do you recall that?
I don't recall the exact tine, but it was sonetime after
M. Schafer had been into our office.
PAGE 437
I mean, you junped ahead. | first asked you if you
recal | --
Sorry.
-- the testinony that you gave yesterday.
Do | recall the testinony?
Yes.
Yes.
Al right. Today sitting here when do you think you
first becane aware of the car payments being nmade by
either M. Hamilton or Pacific Rec.?
It was prior to ny giving the deposition, which was in
January of '97, so probably a couple nonths prior to that
at | east.
At |east sonetime earlier in '967?
Yes.
MR BULMER | have nothing further at this
time.
MR TAYLOR May | have about five mnutes?
JUDGE BROMN:  Ckay.
(Wher eupon, a recess was taken.)

REDI RECT EXAM NATI ON
BY MR TAYLOR
Good norning, M. lverson. As an accountant, you're a
person of great detail?
PAGE 438
Yes.
And when you're doi ng your accounting work, what are your
prof essional obligations as far as docunenti ng what
you' re doing and what you're relying on, what do you have
to do?
W just keep our work papers and so forth.
What are those work papers for?
Situations like this.
You nean so that if there's ever a question about what
happened, people can | ook to the accountant to
reconstruct, is that right?
Yes.
Ckay. And when you're working off a certain proposition
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that something exists, you want to have a docunent that
shows that that exists, right?
General ly, yes
Where in your work papers do we find the docunent that
says M. Hanmilton was treated as the owner as of
Sept enber 1, 1992; where is that agreenent in your work
paper s?
I don't believe there is one in the work papers
Did you ever ask M. Hamlton or Judge Anderson for a
copy of the agreenent?
I don't believe so.
Do you think your professional duties m ght have
PACGE 439
obligated you to do that?
No
You sai d anot her accountant m ght have handled this
situation differently. Wat did you nean by that?
Wl |, every accountant handl es things differently.
Vel |, what did you nean, though? Wat things differently
woul d sonebody el se do?
I amjust sayi ng nmaybe another accountant woul d have said
we'll have to maybe book a note from Pacific Lanes ow ng
Pacific Rec. for the 96,000 and then every nonth when
Pacific Lanes gets their $3,000 check, they can turn
around and pay $3,000 back to Pacific Rec.
When you were doing this work, who was your client?
M/ client woul d have been probably both of themas the
firm and it was the firmis client. W did the work for
Pacific Lanes, we did the work for Hof f man- Stevenson and
we al so started doing the work for Bill Hamlton
So you had all three and, well, plus, so you were doing
accounting work for Judge Anderson?
I don't think | had his personal tax return then.
couldn't tell you for sure.
But at the time you had M. Hamlton and Pacific
Recreation and Pacific Lanes?
Yeah, that was the first thing | ever did for
M. Hanilton.
PAGE 440
Did you ever think that you m ght have a conflict of
interest in trying to adjust noney between the two
account s?
No
Thought never crossed your m nd?
Nope.
Wien did you first learn of an alleged agreenent to give
M. Hamlton the benefit of the cash flow or profit or
whatever it was from Septenber 1 forward?
I don't know for sure, but | believe it was in early
Decenber .
In early Decenber. Have you testified repeatedly to the
contrary?
I think | did tell you that the adjustnents were nmade in
January, and none of the adjustnents could have been nade
prior to the closing of the books on Decenber 31st.
Didn't you testify as recently as yesterday that you
first learned of the agreement to give M. Hamlton the
benefit of the cash, you first learned that in January?
Didn't you testify -- let ne start over

You testified yesterday that you | earned of the sale
in Decenber, but you |l earned of the agreement to give
M. Hamilton the benefit of the cash in January. Was
that your testinony yesterday?
If it was, | was nistaken

FOOT OF PACE 441
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MR TAYLOR  kay. Your Honor, | nove to
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publish the deposition of M. |verson.
JUDGE BROMN:  All right. It will be
publ i shed.
(Continuing By M. Taylor) Wen did you first decide that
you | earned of the adjustnment agreenent in Decenber, was
that this past Saturday?
Probably not too |ong ago.
Wll, was it this past Saturday?
It may have been this past Saturday.
And you were working with M. Bul mer?
Yes.
You had been through this transaction before?
Par don?
You had been through these issues before?
Correct.
Ckay. Wiy don't you turn to page 9 of your deposition
line 9

Question: "Wien did you first learn of the sale of
Pacific Lanes to M. Hamlton?"

Answer : “In md January."

Question: "Md January of 19 --"

Answer : "'o3."

Questi on: "How did you learn of it?"

Answer: "l can't tell you for sure. | believe
PAGE 442
Grant Anderson just called me up and said, '| have sold
t he business and we have to make these adjustments.'"

Questi on: "I's that your best recollection?"

Answer : "Yeah. "

Now, please turn to page 37 of your deposition, line

12.

"I'n the course of this exercise, did you have any
di scussions with M. Hamlton or M. Anderson about when
risk of loss passed in this transaction?"

Answer: "What do you nean risk of |oss?"

Question: "For exanple, if the bowing alley had
burned down in Cctober.”

Answer: "No, | never had that because, you know,
you know, | didn't know this happened until January."

Is it fair to say you really don't know when you
| earned of the sale or the adjustnent process at this
point, M. lverson?
No. It's fair to say that when | gave this deposition, |
was wor ki ng of f goi ng back and revi ewing nmy work papers
because it had happened about three or four years
earlier, and in discussions over the |ast year, | have
recal | ed ot her things
I thought it was discussions on Saturday.
Well, | discussed with Kurt Bulmer that | had
Where in your work papers do we find - your work papers
PAGE 443
whi ch you maintain as an accountant so we can reconstruct
this transaction - where in your work papers do we find
you starting i n Decenber making notes about an adj ustnent
process?
I don't think you do.
Ckay. Just so I'mclear on sonething, Judge Anderson
first talked to you about these Cadillac paynents, that
was after M. Schafer had been nosing into the
transaction; did | understand that right?
Yeah, M. Schafer -- correct.
Ckay. Prior to that he had never nentioned it to you?
Not that | recall
Prior to that he had never told you they were a gift?
Not that | recall.
Ckay. Now, you indicated that it was your idea to do
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this adjustnent based on a cash flow, right?

Correct.

So Bill Hamlton had never cone to you and said, "W have
a deal that | get the cash flow from Septenber 1
forward," did he?

I don't believe he came to ne in those words, no.

And Judge Anderson never said, "W have a deal, a
handshake deal, that Bill Hanmilton gets the cash flow
from Septenber 1 forward," did he?

Not in those words, no.

PAGE 444
Vel l, what did they tell you was the agreemnent?
Vll, | was the one that said that it shoul d be based on

cash flow, so neither of themused the word cash flow
that | remenber until after | brought it up.

What did they tell you was their agreenent?

I don't actually recall exactly. | wasn't the only one
dealing with it. They al so had who was then ny enpl oyer,
Gary Frind, who had the first neeting with them and then
that | ady naned Betty Andahl who was doing all the

nmont hly wor k.

What did they tell M. Frind was their deal ?

You will have to ask M. Frind.

MR BULMER  nj ection, hearsay.

JUDGE BROAN:  Sust ai ned.

(Continuing By M. Taylor) Wuat did Judge Anderson tell
M. Frind was the deal ?

MR BULMER  bj ection, hearsay.

MR TAYLOR  Party opponent, Your Honor.

MR BULMER  Lack of foundation.

MR TAYLOR |f he doesn't know, he doesn't
know. If he does, | think | amentitled to know the
answer .

JUDGE BROAWN:  The only way he woul d know woul d
be possibly being a second statenent made by M. Frind to
hi m unl ess he was present, so then we woul d have anot her
PAGE 445
| ayer of the hearsay.

MR TAYLOR |'ll rephrase, Your Honor.

JUDGE BROAWN:  That would neke it a sustainable
obj ecti on.

(Continuing By M. Taylor) Were you present when Judge
Anderson net with M. Frind?

I can't even tell you if he did meet with M. Frind.

Do your work papers contain anything about a neeting

bet ween Judge Anderson and M. Frind?

Not to ny know edge.

Do your work papers contain anything about a neeting
between Hanilton and Frind?

I don't knowif it was in ny work papers, but there is a
sheet of paper with Gary Frind's handwiting on it

tal king about a discussion with Bill.

Ckay. And that was a discussion that the business had
been sold, right?

Yeah.

And that paper says nothi ng about an adj ust nent
agreenent, does it?

I couldn't tell you.

Let's touch on a few of these itens. Excess |egal and
accounting. Describe for ne how you got to that nunber.
Again, in the Decenber statenent that showed the $50, 000
| oss, there was $37,000 and $650. The August 1, which is
PACGE 446

above, had the $95,000 | oss, that had 20,450. So |
subtracted those two and that was the | egal and
accounting that was pai d between Septenber and Decenber.
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And the only one M. Hamilton would have had to pay or
Pacific Rec. would have to pay woul d be our $650 a nonth,
so | subtracted four tines 650 out of that and cane up
w th $14, 600.

How do you know that, that the only thing M. Hamlton
woul d have to pay if he was the owner was your 650 a
nont h?

Vell, of what was paid. | can't tell you that he

woul dn't have had other attorney fees or sonething.

How do you know that the attorney's fees that you gave
Ham I ton the benefit for, how do you know they didn't
benefit M. Hanmilton, or do you?

I don't know for sure.

Well, did you just guess?

Nope.

Did you ask Ham | ton or Anderson?

No

How di d you reach the conclusion that M. Hanmilton shoul d
get the benefit of that?

Because when we started doing work for M. Hamilton in
January, he paid $650 a nonth to us for his accounting.
So based on that, you assuned that there were no |egal
PACE 447

fees paid back in Septenber through Decenber that
benefitted the business and thus benefitted M. Hamlton,
right?

| believe at that time | did | ook back and track it down,
but | couldn't tell you offhand.

Can't find that in your work papers, can we?

I would be able to find that if | went through it nonth
by mont h.

Ckay. Do you recall what kind of |egal fees they were
for?

$1800 a nonth was for the managenent fee or whatever you
woul d call it.

Ckay. And you subtracted that?

Par don?

That accounts for $7200 but what about the extra?

I1'd have to | ook back through the papers.

Did it strike you as odd that -- as an accountant, did it
strike you as odd that M. Hamlton was being treated as
the owner from Septenber 1 forward, but that Judge
Anderson's firmhad been paid a managenent fee from
Septenber 1 forward? D d that ever strike you as
unusual ?

No

Now, the goal of this exercise was to figure out expenses
that woul d not have occurred had M. Hamlton been the
PAGE 448

owner from Septenber 1 forward, is that right?

No, the goal was to get the nunmber, the cash flow nunber.
Let nme rephrase it then. Ws the goal to get the cash
flow by elimnating expenditures that woul dn't have
occurred but for --

That possibly woul d not have occurred, yeah.

Wel |, anmong the paynents that were made during this
peri od, about $70,000 in inprovenments on the building,
right?

| believe so.

Ckay. Plus or mnus?

Yeah.

And those were paynents that benefitted the business,
right?

Benefitted the business when they were done, yes.
Ckay. And they gave M. Ham Iton a better building in
which to operate his bowing alley once he finally took



18 over in January, right?

19 MR BULMER  nbjection, |ack of foundation.
20 MR TAYLOR | can establish foundation, |

21 bel i eve, Your Honor.

22 JUDCGE BROMW: It will be sustained for |ack of
23 foundation at this tine.

24 Q (Continuing By M. Taylor) You re aware of the tenant

25 i nprovenents that were being nmade?

FOOT OF PAGE 449

1 A Yes.

2 Q Story Acoustics?

3 A Yeah, | know about that.

4 Q WIlson refrigeration?

5 A | believe so.

6 Q AW Bowing?

7 A AVF Bow ing was probably the bigger one.

8 Q Refinishing the |anes, right?

9 A | believe so.

10 Q Had to have the lanes in good shape by Septenber 1 for
11 the | eague season?

12 A For the new | eague season, yes.

13 Q MNow, isn't it correct that M. Hamlton got the benefit
14 of all those inprovenents, but under your analysis, he
15 didn't pay for themthrough the adjustnent or otherw se?
16 A | would disagree with that comment.

17 Q \Were did he pay for then?

18 A He paid for themin the original $300,000 because, to ny
19 know edge, the bow ing | anes were inproved in |ike June,
20 I may be off alittle bit on the date. And if you buy a
21 busi ness, you're buying it as is, you' re not assum ng
22 liabilities.

23 Q Hedidn't ultimately pay $300, 000, did he?

24 A No, he didn't because there were adjustnents after the

25 fact.

FOOT OF PAGE 450

Q He paid 300,000 | ess expenses that you put on Pacific
Lanes' part of the |edger or side of the ledger, in
sinple terns?

A The adjustnments, correct.

And anong the expenses that you tagged on the estate were
the refinishing of the bowing |anes, figured the estate
shoul d pay for that?

©oO~NOUAWNBR
O

A | didn't figure who would pay for it.
Q W did decide that?
10 A | know they were accrued on the financial statenment prior

11 to then when they were done.

12 Q They were paid out during this period where M. Ham Iton
13 was the as-of owner?

14 A And that's why they didn't have the $92,000 of cash.

15 Q Now, you said that M. Hamlton could have witten or
16 that Pacific Lanes could have witten a check for this
17 adjustnent to Pacific Recreation but it didn't have the
18 nmoney, right?

19 A Correct.

20 Q Were in your work papers do we find anything that says
21 Ham | t on, whose going to buy the business for $300, 000,
22 instead shoul d get a check for $92, 000?

23 A That's nowhere in ny work papers.
24 Q (Okay. Insurance. W talked about three nonths

25 insurance. This was for the fourth quarter of 19927
FOOT OF PACE 451

1 A Correct.

2 Q You said that was a -- whose liability was that?

3 A Bill Hamlton paid for a year policy on the bowing

4 alley. That covered Cctober 1st through Septenber 30th.
5 Q But under you analysis who was responsible for it?
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I woul d have said Pacific Lanes was responsibl e because
they were -- or it was an expense if they woul d have
conti nued to have the business they woul d have had to
pay.

So Pacific Lanes, under your treatnent of this, Pacific
Lanes paid for the insurance during the period when

M. Hanilton was treated as the as-of owner, do

under stand that properly?

Yeah, a nornal business expense

Ckay. Fair market rent

Yes.

You are famliar with Title 26, Section 162 of the

I nternal Revenue Code?

Nope, not by that.

Ckay. Let nme do it a different way. To deduct an

expense, it has to be treated as ordinary -- it has to be
ordi nary and necessary, right?
Yeah.

And, as an accountant, that's something that you | earned
in the first days of accountancy school or business

PAGE 452

school ?

Yes.

Ckay. W see here for adjustnment purposes soneone

deci ded fair market rent was $6,000. Is that what you
deci ded or was that M. Hamlton?

That was their decision in the purchase agreement on the
bui | di ng.

Ckay. For years the rent had been booked at doubl e that,
right?

Correct.

Under your firm s supervision?

Under our firms and the firmthat did it prior, yes.
And that flowed in for tax purposes for Hoffman-Stevenson
and Pacific Lanes, correct?

Yes.

So you had represented all along to the Internal Revenue
Service that the ordinary and necessary rent expense was
not $6, 000 but $12, 000?

MR BULMER  bjection, characterization of
him He testified that it was his firmand the prior
firm

JUDGE BROMN:  Sust ai ned.

(Continuing By M. Taylor) Your firmhad represented that
the ordinary and necessary rental expense was 12, 000, not
6, 000, correct?

PAGE 453

Yes, but that would have at tinmes have included the fact

t hat Hof f man- St evenson al so paid for all the bowing

equi pnent, the pin setters and all that stuff.

I amjust tal ki ng about rent.

And that was part of that rent.

When di d that change?

I couldn't tell you exactly. They still use the sane pin
setters, but they have been depreciated of f the books

So inthis rent that M. Ham Iton was supposed to be

payi ng, did he get the benefit of these pin setters such

that it caused the rent to be $12,000 for Pacific Lanes?

Wll, the pin setters were all nuch ol der then
Did they get the benefit of then®
How they came up with the 6,000 | can't tell you, | mean

that was their deal

Did you ever ask then?

Nope.

Did it strike you as odd that rent that had been booked
as ordinary and necessary at 12,000 all of a sudden was
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cut by 50 percent?
Nope.
Take a | ook, please, at Exhibit 118. Wiat is Exhibit
1182
That's the financial statement that Gary Frind &
Associ ates prepared for the end of the year of 1992.
PAGE 454
Ckay. Did you have any involverment in this?
Yeah, | probably did nost of it.
Ckay. That's your best recollection?
Yeah.
Ckay. What is the purpose of preparing a financial
statenent for a corporation?
This is -- this one is prepared for two reasons; nunber
one, it gives thema nice copy to save, and in this one
we al so conbine Pacific Lanes, Al phond's Restaurant and
Hof f man- St evenson in the one financial statement.
As an accountant you're aware that banks frequently ask
conpani es give us your financial statenents?
Correct, yes.
And they want audited financial statenents?
Well, if they want an audited one, they ask for an
audi ted one.
Fi nanci al statements are inportant in your business?
In nmy business, they are, yes.
They' re perhaps one of the nost inportant things an
account ant does, aren't they?
Correct.
And you know when you prepare themthat other people are
relying on then?
Correct.
Peopl e you don't even know?
PAGE 455
Correct.
Banks?
Yes.
The gover nment ?
Yes.
Lots of different inportant agenci es and busi nesses,
right?
Possi bl y.
Ckay. So you take these seriously?
Yes.
Ckay. This was prepared -- well, page 3 we see a cover
letter March 11th, 19937
Correct.
And that's about when this work was concl uded?
Yes.
And that's two days after the final adjustnment sheet that
we | ooked at March 9th, 19937
Correct.
So you waited to do the adjustnments before you did the
financial statenent?
Correct.
Wiy was that ?
Wel |, the adjustments change the financial statenent for
Paci fi c Lanes.
Ckay. Wiy don't you turn to the third to the | ast page
PAGE 456
of the exhibit.
MR BULMER  Page nunber 7.
Yeah, page 7 and it starts with note 5, "Pacific Lanes
Sale." Wen you nake the financial statement or prepare
a financial statement, M. l|verson, we sonetines see
notes after all the nunbers and figures?
Correct.
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What is a note for, why do you put that there?

The notes just give sonebody reading a financia
statenment hopefully a better understandi ng of sonething
that m ght have been out of the ordinary or --

Qut of the ordinary?

Yeah, for exanple, you said the Pacific Lanes sale.
That's something that's not going to happen every year
Now, you said in there, "Al the equipnent, |easehold

i nprovenents, cash on hand and inventory." Ws

M. Hamilton supposed to get the cash or was he not
supposed to get the cash?

He wasn't supposed to get the cash

Ckay. "All the equi pnent, |easehold inprovenents, cash on
hand and inventory were sold for 207.171." Wis that the
purchase price or was the purchase price $300, 000?

After the adjustnment the purchase price was $207, 000.

You say it's effective Decenber 31. | thought the

adj ustnents all hinged on Septenber 1st.

PAGE 457

The sale was effective -- when | actually booked the sale

of $207,000, it was effective Decenber 31st.
And the next sentence you're telling banks and the I RS
et cetera, "A note for $125,513 at 7-1/2 percent payable
in mnthly installments starting February 1993 was
signed." Wiere is that note?
I don't think we have it.
Who signed it?
I couldn't tell you.
Wio was it to and who was it fron?
Well, it was supposed to be fromPacific Rec. to Pacific
Lanes.
And where do we find an agreenent that says they were
supposed to sign a note for $125,513?
It was the Exhibit 61
The adj ustment sheet ?
The adj ustment sheet.

MR TAYLOR | have nothing further, Your
Honor

RECROSS EXAM NATI ON
BY MR BULMER
Under your ethical responsibilities as an accountant, do
you have a duty to at |east |look at matters to see if
they appear to be honest or fair?
PAGE 458
Correct.
And when you were advi sed that adjustnents needed to be
made to take into account the cash flow during Septenber
to Decenber, did that strike you as somrething di shonest
or unet hi cal ?
They tal ked about adjustnments for the profit and | oss
but, no, that's not dishonest.
You have been involved in business transactions as an
account ant ?
Yes.
Is it unusual in your opinion for there to be post sale
adj ustnents for cash or profit and | oss?
Not at all.
D d Judge Anderson have any input or control over the
| anguage that you put in or that was put in over M.
Frind's - | guess it's yours - let's turn to the front of
this - Exhibit 118, conbi ned financial statenent?
No
Let nme back up. But that's M. Frind s signature?
Yeah, that's Gary Frind' s signature
I's your signature on here?
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My signature is not on here.

Di d you, however, prepare this?

| prepared it.

Did M. Anderson have any input as to the vocabul ary or
PAGE 459

how t he words were structured in note 5?

No

If there are mstakes in here, whose responsibility are
t hose?

They' re ny ni st akes.

M. Tayl or asked you about work papers. Wuld these
constitute work papers in your opinion?

Yes, they would to ne.

And on this work paper doesn't it say that this is done
for a need to adjust for cash flow from Septenber 1st to
Decenber 31st?

Yes.

I's that your menorialization of why this was being done?
Yes.

Did you ever discuss with Judge Anderson the accounting
matter which was going forward with the $12,000 rent?
No, | didn't.

Do you know when the origin of the $12,000 rent was?

No, | don't.

Do you know how | ong it had been in place?

Fromprior to ny old firmdoing the books.

So before Gary Frind & Associates did it, it was the
prior firn®

| believe so.

What was the nane of the prior firn®

PAGE 460

Kni ght, Vale & Gegory.

When you figure out the financial statenents that are in
here, to come up with this Decenber process, this 45, if
there had been expenses to refinish the bowing alley, to
repl ace the acoustics or to do sonething like that, have
those been taken into account in those statenents?

They were taken into account prior to August, August or

prior.
Al right. And if, however, let's say that one had
happened or a payment had been nade or bill had been

incurred to do sonething during Septenber through
Decenber, okay, go with nme that far. Let's assune that
they repaired refrigerators or sonething in Cctober,
let's say. Now, if they had done that and those expenses
had gone and been paid, would that have been taken into
account when you woul d get to the Decenber financial

st at ement ?

If it would have been expensed, it would have been taken
into account.

And if it was not expensed, as a result -- as a result of
that, if a paynent had come out, it would have reduced
the cash?

If a paynent woul d have cane out to sonething that we
didn't expense, it would have reduced cash

And so if you took that out, all right, in this equation
PAGE 461

if you had been asked to take those out, would you have
taken those out down here under the add back? In other
words - -

Under the "Less," where | have "Purchase of Bank" and
"Paci fic Lanes Paynent.”

Al right. And the result of that woul d have been what?
It woul d have nade the purchase price adjustment |ess

In which case, the anmbunt owing by M. Hamlton woul d
have --
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Wbul d have i ncreased.
MR BULMER. That's all | have, Your Honor
MR TAYLOR  Nothing further, Your Honor.
JUDGE BROMN. Does any nenber of the

Commi ssion wish to ask a question of the w tness?
JUDGE BROM:  Ckay. Vivian

EXAM NATI ON

BY M5. CAVER
Clarification question. In terms of when did you say you
| earned about the car paynent?
When did | |earn about the car payment?
Yes, what year?
Ch, it would have been in '96
' 967
Yeah, before | gave ny deposition, which | believe was
PACE 462
' 97.

M5. CAVER  Thank you.

EXAM NATI ON

BY MB. BRI GHTON
M. lverson, | just have a coupl e of questions of
clarification also. On this Exhibit 118, note 5, where
it states a note for $125,000 at 7 and a half percent.
Mm hmm (wi t ness nods head affirmatively).
Did | understand you to say that neither Judge Anderson
or M. Ham lton told you about this, that you don't --
you didn't see a copy of that? | wasn't sure about what
you said.
I didn't see a copy of any signed note
How woul d you have known to put that in here?
I put that in there based on Exhibit 61 where we came
down to the note being $125, 000
So it was just, it was sonebody el se's figures?
It was kind of an assunption on ny part.
And then on Exhibit 60 or | think it was 60 or 61 where
it stated that Pacific Recreation had paid the bills for
the lanes for the bowing alley, you said you nade out
the forms for payroll tax?
And busi ness taxes.
And fees, | guess it said, and then you gave it to the
PAGE 463
ladies at the bowing alley to make out the check
Correct.
| guess | don't understand that. It sounds to ne |ike
the bowing | anes paid those expenses, but it was |isted
under Pacific Recreation. Can you clarify that for nme?
Ef fective January 1st the | anes' accounts were cl osed
down, Pacific Rec. opened up their own account. Wen we
sent back the tax reports, the ladies that were running
it, they just paid themout of the account that was in
front of them They didn't differentiate that the
busi ness had been sold. To themit was just business as
usual
Ckay. Thank you.

JUDGE BROAN:  Any ot her questions?

JUDGE DONCHUE: | guess just a clarification
for me if you don't m nd.

EXAM NATI ON
BY JUDGE DONOHUE:
I know you' ve been asked this and | guess | should be
satisfied with the answers |'ve heard, but if you could
be nore precise, | would like to know precisely who told
you and when they told you that the cash fl ow needed to
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be adjusted or, not that the cash flow, that there needed
to be some adjustment Septenber 1 to Decenber 317

PAGE 464

I can't tell you precisely who told ne or | can't tel

you when or who precisely.

Al right. 1Is that kind of an adjustnent part of an

ordi nary accountancy practice?

It is in the businesses | deal with being very snal

busi nesses. Things are done and there's adjustments
afterwards for nistakes that are found or whatever. In
this case, it was a big adjustnment as a percentage of the
deal , but that was because the bowl ing business is so
cyclical. You nake so nuch noney and then you | ose so
much nmoney and you hope that it just evens out and you
make a little bit.

Have you handl ed other bow ing, | guess, accountancy for

ot her bowl i ng establishnents?

No, | haven't, but | have been associated with a couple
EXAM NATI ON

BY MR CLARKE

You weren't asked, were you, to determ ne whether the
change of four nonths changed the val ue of the business?
No

So you weren't asked to say, well, the sale price on

Sept enber 1 was 300, 000; based on what had transpired in
the last four nonths, the sales price should now be X?
Not in that vocabul ary.

PAGE 465

You didn't offer an opinion as to whether the $300, 000
was a fair value at any point in tine?

I didn't have a say if it should be nore or |ess, no.
Well, in fact, in cyclical businesses, don't typically
buyers | ook at the cycles and determ ne val ues based on
year-to-year performance rather than a four-nmonth period?
Yes. The agreed-upon price, to ny understanding, the
$300, 000, included the fact that he was going to get the
benefit of all the cash flow at the begi nning of the
cycle

Ckay. But, again, typically, you don't adjust during the
course of the year your value of your business up or down
depending on the cycle, you look at it over either a
three- or five-year span?

When you buy a business, though, you' re buying cash fl ow
and if you' re going to buy a business, you know, ny
exanple | have given to the attorneys here is that if you
were going to buy sone stock today and it got del ayed for
what ever reason and then in the meantine the stock paid a
di vi dend, when you go to buy the stock a week from now
after the dividend, you' re going to pay |ess because the
di vi dend has brought down the value of that stock

Either that or you would ask for the check for the

di vi dend?

Ask for the check for the dividend.

PACGE 466

And in that respect if you went through that analysis
with this case, what you would do is | ook to see what the
cash was in the bank -- and | should back up. | presune
Paci fic Lanes ran out of a checking account?

Paci fic Lanes ran out of a checking account, yeah.

And |ike all businesses or nost businesses in that regard
then, they would put their receivables into the checking
account and then woul d pay the payabl es out of the
checki ng account ?

Correct.

Ckay. And in that regard, then, in order to determ ne
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what that quote-unquote dividend had been for those four
nont hs, woul dn't you have to do a cash reconciliation for
the end of August 1992 to start your base and then do a
cash reconciliation at the end of '92 in Decenber to find
out what the difference was?

I understand what you're saying, but that's not
necessarily true, because the cash flow statenent, the
adj ustnent statenent that | did, that's what it was
accounting for. Wat that doesn't account for is the
fact that they spent the noney on what M. Taylor said
on things that they had done prior that they hadn't been
pai d.

But you can take that into account on a cash
reconciliation statenent?

PACE 467

Correct.

And, in fact, in this case what you did was you started
with the base of the financial statements, which includes
depreciation and all kinds of things, it doesn't give us
a nunber of what was in the checking account?

Correct. If we did a cash flow statenent, which is what
I think you're getting at, if we did a cash flow
statement, that would nake a few of those adjustnents
like I did, but a cash flow statenent woul dn't adjust for
the differentiation of the rents, it wouldn't adjust for
t he excess | egal or accounting, so we would have had a
cash flow statenent and then bel ow that we woul d have had
addi ti onal adjustnents

You coul d have gone back and nade those adjustnents based
on the infornation?

Correct.

Was it your understanding that the adjustnent was to be
nmade for, quote, cash flow based upon the financia
statenments or was it to be based upon the cash the

busi ness earned in the four months from August to
Decenber ?

It was ny understanding that it woul d have been adj usted
for the cash that the business nade, the cash flowit
gener at ed.

W are using those terns sort of interchangeably.
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There's a difference, is there not, based on our

di scussion of the cash the business earned between August
and Decenber, again, if we were running cash
reconciliation statenments versus cash fl ow based upon
profit and | oss statenents?

Correct.

So you picked one rather than the other based upon the
instructions you were given?

| picked the one that told ne what cash flow Bill
Ham | ton' s business coul d have made if they would have

t aken possessi on Septenber 1st.

But, again, the basis for that is the fact that we
started out with at the end of August either a profit or
a |l oss as opposed to a zero in the checking book?
Correct.

Ckay. Was there a new checki ng account set up for

Paci fic Recreation as of January 17?

I believe they went down to the bank, | don't know if it
was exactly January 1. It was at the sanme bank as the
Paci fi c Lanes' accounts.

And, in fact, then, who kept the checkbook for Pacific
Lanes, do you know?

The Pagnis who were the nother and daughter there.

Was kept at the bow ing alley?

Was kept at the bowing alley.
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Did your firmdo the nmonth-to-nonth statements based upon
the checks that they would wite?

Correct. They would nake us copies and give themto our
firmabout a week and half to two weeks after the end of
t he nont h.

Do you know what input if any, Bill - and | am asking for
your personal know edge - any input that Bill Hanilton
had or M. Hanmilton had during the fall of 1992 in terns
of witing those checks?

No, | don't because | wasn't the one that dealt with them
on a nont h-to-nonth basis.
Wo was?

Lady naned Betty Andahl
You don't know whet her he knew what was going on in the
checkbook or not in the fall?
I couldn't tell you.
Based upon the informati on you gave us in Exhibit 61 or
62, whatever it was, | guess it was 61, it |ooks like
there wasn't any cash in the account of Pacific Lanes at
the end of the year because Pacific Recreation had to
step forward to nmake paynents?
Very little if any.
Very little if any. Wiere did the cash cone fromthat
Paci fic Recreation apparently had in early January to
wite the checks?
PAGE 470
That cane fromBill Hamlton's line of credit, | believe
So he was feeding the business at that point?
Ri ght.
So if he were to say at the end of the year | want a
check for whatever is in the checking account because
thought that was the deal, there wasn't a check to give
himat the end of the year?
Correct.
MR CLARKE: Those are all the questions
have. Thank you, sir.
JUDGE SCHULTHEI'S: | have no questions.
JUDGE BROM:. Does counsel wish to ask any
followup natters?

FURTHER REDI RECT EXAM NATI ON
BY MR TAYLOR
Just two brief followups. You nade a statement that
with very small -- you as an accountant, you work with
smal | businesses, and that for very snall businesses
things are done differently. What did you nean by that?
Well, if you' re going to nerge Boei ng and McDonnel | -
Dougl as, they spend years and years getting this thing or
nont hs and nmonths putting these things together and
maki ng sure everything is done exact. Wen a snal
busi ness sells, it's generally -- alot of it's -- they
PAGE 471
KEVI N | VERSQN Fur t her Redirect-Tayl or
have contracts, but a lot of the stuff is on the
handshake. The prior business owner nany tinmes wll stay
on free of charge just to help themwith a snooth
transition. They try to work the best together to get
everything done. But generally they have a date in mnd
and if it doesn't get done by that, they still kind of
use that date.
You are famliar with the term GAP, generally accepted
accounting principles?
Yes.
What are GAPs?
Just what they say, they are the generally accepted
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accounting principles, principles that you re supposed to
rely on that generally will take you to the right answer.
Those are the rules for accountants?
Correct.
Ckay. Do GAPs distingui sh between very small busi nesses
and | arge busi nesses?
No, they don't.
Supposed to do themall the same way?
Theoretically, yes.
Exhi bit 118, we tal ked about note 5 to that. That is not
your representation, is it; isn't that nanagenment's
representation that a note for $125,6000 was si gned?
That was nmy -- the note that | put in there, though,
PACGE 472
Gant or Bill didn't wite that note for ne.
Let's turn to the third page of Exhibit 118, the cover
letter.
Yes.
Fi rst paragraph, last sentence. "Al information
included in these financial statenents is the
representati on of the managenent of Pacific Lanes, Inc.
and. . . Hof f man- Stevenson Inc." |In fact, as an accountant,
if you nake a representation or if you nake a statenent
that it's your representation, you've |ost your
i ndependency as an accountant, have you not?
Vll, it was their representation based on Exhibit 61,
but | took that -- or | took Exhibit 61 and put it into
the note form
Did you | ose your independency then in preparing this
financial statenent?
I don't think so.

MR TAYLOR  Ckay. Nothing further, Your
Honor .

FURTHER RECRCSS EXAM NATI ON
BY MR BULMER:
Di d anyone give you specific instructions on howto comne
up with the adjustnment? In other words, we had sone
questions could it have been done by sone cash
PACE 473
reconciliation process or sonmething. D d you come up
with your own idea howto handl e that?
Yes.

MR BULMER | have nothing further.

JUDGE BROMN:  No ot her questions fromthe
Commission? Al right. Thank you, M. lverson, you may
step down. Is the w tness excused at this point?

MR TAYLOR  For Commi ssion counsel purposes,
yes, Your Honor.

MR BULMER  Thank you for asking.

(Pause in the proceedings.)

MR TAYLOR  Conmi ssion counsel calls
M. Steve Fisher.

JUDGE BROMN.  Rai se your right hand.

STEPHEN FI SHER, havi ng been first duly sworn on oath or
affirmed to tell the truth, the whole truth and nothing
but the truth, testified as follows:

DI RECT EXAM NATI ON
BY MR TAYLOR
Good norning, M. Fisher. You're an attorney?
Yes, | am
How | ong have you been practicing | aw?
PACE 474
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STEPHEN FI SHER/ Di r ect - Tayl or

Si nce 1977.

In 1992 were you a partner of Judge Anderson's?

Yes, | was.

How | ong had you and M. Anderson been | aw partners?

Si nce 1980.

Fri ends?

Yes, we are.

Good friends?

I would say we're good friend, yes.

And even after he went on the bench, he comes by the

office for coffee and donuts sonetines?

Periodically he'll stop in.

Ckay. And he has done so over the course of this case or

this investigation?

Yes, he has.

And sonetines he'd cone in and talk with you about the

i nvestigation?

Mnimally.

Tal ked about fees once, you renenber?

Yes, we did tal k about those fees.

Those were fees that had been charged to the estate?

That's correct.

Ckay. In early 1993 did you becone a trustee of the

Hof f man est at e?

Yes, | did.

PAGE 475

Expl ain just procedurally how things were before you

becane the trustee and then what happened when you became

the trustee just in terns of ownership and the |ike.

I"'msorry, as to --

That's an awkward question. |'mnot an estate |awer.
Prior to your becomng trustee, the assets were in

the estate?

That's correct.

What does that nean?

Vel |, that the assets had not been transferred
technically to anyone el se, they had not been sold from
the perspective of those assets were still part of the

general estate.

Ckay. And in early January 1993 they went into the
trust?

That's correct.

Ckay. So we can kind of, if we take Hoffman- St evenson
and Pacific Lanes and put aside the other assets, if we
can draw a circle around themand now they're in the
trust?

Technically they were supposed to be transferred to the
trust. That didn't happen inmediately.

Ckay. But conceptually that's what happened?

Correct.

And you were the trustee of the trust?

PAGE 476

That's correct.

And, in legal terns, that neans that you're the | egal
owner, so to speak?

That's correct.

For the benefit of others?

That's correct.

Ckay. And the others were the hospital down in |lwaco?
That woul d be Ccean Beach Hospital, yes.

That was the beneficiary of the trust?

One of the beneficiaries.

And that hospital was in -- by the tine you cane on
board, that hospital was in desperate financial straits?
Yes, they were.
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Who were the other beneficiaries of the trust?

Vell, Mldred Hoffman was still alive at that tinme, so
she woul d have been one of the beneficiaries, she was the
primary beneficiary at that tine. And then the residua
beneficiaries then woul d have been Ccean Beach Hospita
and Edward Curtis Hof frman, who was the son of

M. Hof f man.

To your know edge, during the tine Judge Anderson was
handling the estate, had MIIly Hof fman, the w dow
Hof f man, conpl ai ned that she wasn't getting any noney out
of the estate?

Not that | know of. | really don't know.

PAGE 477

Ckay. You weren't involved in the estate to speak of in
1992, were you?

Well, that's a difficult question. | did have sone
involvenent. M time records show that | had sone

invol venent in 1992. To say that | was actively involved
on a daily basis in the estate would be incorrect.

Ckay. We're here focusing on one particul ar aspect of
the estate which is the bowing alley. Now, you know now
that the bowing alley -- a sale closed or at |east
papers were signed on Decenber 4th, 1992, to sell the
operation of the bowing alley?

Yes.

Now, at the tinme the sale closed on Decenber 4th, you
weren't involved in the transaction, were you?

No, | was not.

You first becane involved in this bowing alley operation
transaction in January of or after January of 1993,
right?

Well, | was aware of events that were going on, but from
a strictly technical point as to when | started handling
those issues, that woul d have been after January 1993
You becane trustee on or about January 6th?

That's correct, of 1993

'93. And at the time you becane the trustee, did you
have any know edge of the details of the bowing alley
PACGE 478

transaction?

O the specific details, no, but | was aware of what was
goi ng on.

You knew in general there had been a deal ?

Correct.

But you didn't know the details of the deal ?

That's correct.

And you were relying on Judge Anderson to provide those
details, were you not?

I was relying on Judge Anderson and other individuals and
the file itself.

Ckay. And those other individuals were Bill Hamlton?
Bill Hamilton would have been one of those.

Kevi n | verson?

Correct.

And you recogni zed you needed Judge Anderson's help, is
that right?

Absol utel y.

Ckay. Now, well, did you subsequently learn or did you
at any tine learn there was sonme sort of agreenent to

adj ust the purchase price that M. Ham |lton was payi ng
for the operation of the bowing alley?

Yes, | learned of that in |late January of 1993

And who told you about it?

M/ records indicate that that woul d have cone from Judge
PACE 479

Ander son.
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Ckay. Did he ever show you any docunent saying here's
the deal that we're going to adjust the purchase price?
There was no specific document.

There was no general docunent?

There was no general docunent.

Did you ever ask to see such a docunent?

I don't recall whether | asked to see anything, but | do
not believe that | did

Ckay. You took Judge Anderson at his word?

Vell, | reviewed the facts of the situation at that tine.
Now, this adjustnment process, you were the trustee?
Correct.

And so you had the blessing ultimately, is that right?
That's correct.

In your role as trustee, were you relying on Judge
Anderson for accurate information about the adjustnent
agr eenent ?

The information that he was providing to ne, | wanted it
to be accurate, yes.

It was inportant to you that it be accurate?

Yes, it was.

And unbi ased?

Yes.

You understood that the business was bei ng purchased by
PAGE 480

M. Hamilton's conpany, Pacific Recreation?

Yes, | did.

In the course of the discussions with Judge Anderson that
you had sonetinme in January, February of 1993 about the
adj ust nent process, when you were relying on himfor
accurate, unbiased information, did he tell you that Bill
Ham | ton's conpany was paying for his car?

No, he did not.

And, in fact, at the time you didn't believe that such
payments were being made, did you?

I did not.

Ckay. And it cane as a surprise to you in your
deposition in this matter when you | earned that the
payrments had been nade?

It was a surprise to ne.

Ckay. And in your capacity as trustee, when you were
dealing with Judge Anderson, it would have been inportant
for you to know that M. Hanilton's conpany was payi ng
for Judge Anderson's car, wouldn't it?

I woul d have liked to have known. | amnot sure that it
woul d have changed any of the decisions | made, but |
woul d have liked to --

You shoul d have been told, is that your view?

Shoul d have been told, |'mnot sure that it woul d have
af fected anyt hing, because |'mnot sure it woul d have
PAGE 481

affected nmy decisions. | would have |iked to have known
as the trustee in a perfect world
VWl l, wouldn't you have wanted to know so that you coul d

det erm ne whether his opinion or his infornmation was
bei ng sonehow j aded i n sone fashi on?

That's what | said in ny deposition, yes.

And that was true?

That's true.

Ckay. Turn to Exhibit 100, please, page 7, please. What
is Exhibit 100?

These woul d be transaction file lists fromny office for,
it looks like, January 5th, 1993 through May 26th of
1993.

These are the conputerized tinme sheets, for want of a
better tern®
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16 That's correct. | will state that these are only ny time
17 records.

18 Q They don't include the rest of the firn?
19 A No, they do not.
20 Q And your time keeper under the TMKR, that stands for tine

21 keeper ?
22 A  Yes. And | am nunber 3.

23 Q You're nunber 3. Look at the first entry on page 7,
24 pl ease, dated March 9th, 1993.
25 A |I'msorry.

FOOT OF PAGE 482

1 Q Top entry on page 7.
2 A Yes.
3 Q Do yourecall a neeting on March 9th with you, G ant
4 Anderson, Bill Ham Iton and Kevin |verson?
5 A Yes, | do.
6 Q That was a neeting about the adjustnent process?
7 A Yes, that was the final meeting that we had.
8 Q And that's where everybody got together and said this is
9 the final adjustnent?
10 A That's correct.
11 Q Ckay. And, again, even at that tinme you were relying on
12 Judge Anderson for his input in that meeting?
13 A And everyone else's and ny file.
14 Q (Ckay. At this neeting did Judge Anderson say anyt hing
15 about car paynents?
16 A No.
17 Q Dd M. Hamlton?
18 A No.
19 Q Accountant Iverson?
20 A No.
21 Q Junping ahead now to the fall of 1993, did M. Hamlton's
22 conmpany, Pacific Recreation, purchase the bowing alley
23 buil dings or the real estate from Hoffman- Stevenson?
24 A Yes.
25 Q Wre you involved in that process?
FOOT OF PACE 483
1 A Yes, | was.
2 Q You were negotiating with Bill Ham|ton?
3 A | was dealing with himat that time, yes, | was.
4 Q In the course of your dealings with Hamlton, did you
5 need to rely on Judge Anderson for various things and
6 various kinds of information?
7 A | checked ny time records again, and it's interesting,
8 when there were problens at Pacific Lanes when Pacific
9 Lanes was cl osed down on July 30th, I only have one
10 contact with Judge Anderson, and that probably -- that
11 was a couple days after that, and there is no other tine
12 records that relate to ne dealing with Judge Anderson in
13 negoti ating that.
14 Q Well, no other records in your time sheets. Do you
15 record like a phone call, if it's a short phone call, do
16 you record it as .4 or do you not record it?
17 A | record all ny tine. | keep fairly accurate tine
18 records.
19 Q Gkay. So naybe there is nore than one conversation, but
20 naybe not ?
21 A There coul d have been.
22 Q Okay. Again, ny question is, during the course of your
23 di scussions with Ham|ton about hi mbuying the real
24 estate, did you have to get information from Judge
25 Ander son?
FOOT OF PACE 484
1 A | don't believe so.
2 MR TAYLOR | would like to publish

3 M. Fisher's dep, Your Honor.
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JUDGE BROM: It will be published.

Take a | ook at page 42, please, line 22.

Yes.

Question: "W was involved in that renegotiation?" W
are tal king about the bowing alley real estate sale.
Answer - and this is your answer - "Bill Hamlton and I

were there for sure. And | believe | also talked to
Grant Anderson to understand some of the events that were
out there because | knew on the periphery that there were
problens with the building. | had to get nore
information as to what the significant problens were.
The person who had that information was G ant Anderson."

Now, when you did that, were you relying on Judge
Anderson for accurate and unbi ased information?
Yes, | was.
Ckay. By the fall of 1993 after M. Ham |lton had nmade
sonet hing close to $5,000 in paynents on Judge Anderson's
car, did he tell you anything about that?
No, he did not.
I's that sonething you woul d have wanted to know agai n so
that you coul d nmake accurate, unbi ased decisions as a
trustee?
PAGE 485
It's probably sonething that | would have wanted to know.

MR TAYLOR  Nothing further, Your Honor.

Let me ask one nore question.
Throughout the time that the Hof fman estate was open, the
law firmwas being paid a nmanagenent fee fromvarious of
the entities in the estate, right?
Correct.
Ckay. Being paid a nanagenent fee by Pacific --
Correct.
And then there was the Surfside which was the condo
conpl ex out on the beach?
In Ccean Park, yes.
Bei ng paid a nmanagenent fee for that, too?
Correct.
And those managenent fees coming fromboth entities on a
nonthly basis continued right through the closing of the
estate in Decenber 19927
The records reflect that, yes.

MR TAYLOR  Nothing further, Your Honor.

CROSS EXAM NATI ON
BY MR BULMER
Good norning, M. Fisher.
Good norni ng.
I's there any doubt in your mind that the March 9th, 1993
PAGE 486
neeting occurred?
There is no doubt in ny m nd.
Do you renenber where it happened?
It happened in ny office. W're in Suite 8 now, we were
down in Suite 1 at that tine.
And where in your office?
There was a snall conference room we were buying two
units up above and we were stuck in a small unit until
the other tenants coul d nove out.
Do you remenber where people were sitting?
I can recall it with -- | just recall that neeting.
Judge Anderson was sitting to ne left, Bill Hamlton was
sitting across fromme and Kevin Iverson was sitting
across to ny left.
Wiy do you recall it so?
It was an inportant meeting to ne.
Wiy was it inportant?
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Because | had started reviewing the naterials the |ast
week of January of 1993, | had gone through the process
of review ng the docunments, talking to all the

i ndi vidual s that were involved, including Judge Anderson
Kevin lverson, and Bill Hamlton, reviewing all the
records and | had to neke a final decision. It was ny
job to nake a decision and | wanted to be cl ear on what
that final decision was going to be. It was a very

PAGE 487

inmportant nmeeting to me

Because you were the trustee?

Correct.

And it involved a substantial anmount of dollars?
Correct.

And what was the decision you were being asked to nake?
I was being asked to | ook at the transaction fromthe
perspective that | knew that this business was to cl ose
in Septenber of 1992. | was to | ook at the cash fl ow
that had been generated over the course of a period of
time from Septenber through Decenber of 1992. And | was
awar e that those funds had been used by the estate for
other obligations of the estate and had -- and that there
was an adj ustnment that needed to be made for those cash
fl ow probl ens.

You were told about the agreement by Judge Anderson
apparently?

Correct.

An adjustnent. However, did you as a trustee have an

i ndependent obligation to | ook and see whether, none the
| ess, the agreenent nmde any sense in the context of the
transaction?

Absolutely. | had that obligation as a trustee and as an
at t or ney.

And when you reviewed it and part of your process of
PAGE 488

neeting with M. HamIton and M. Anderson and

M. lverson was to ascertain that in fact within the
context of this transaction this nade sense as sonething
to be done?

That's correct.

If you'd turn to Exhibit 61, | believe, in your book. W
have al ready ascertained that this witing in the center
of the screen here is M. lverson's, all right. Qher
than that, do you recognize the other witing on this
page?

That is nmy witing.

So the 3/9/93 is your witing?

That's correct.

And sort of these nunbers down in the |left-hand corner is
al so your witing?

That's correct.

And what about this January, February, March over on the
ri ght-hand side?

That's ny writing.

When do you believe you nade those notations?

| believe | made those on March 9, 1993

So those woul d be your neeting -- sort of your neeting
notes fromthat meeting?

That's correct.

And as a result of that meeting when we | ook at the | ower
PAGE 489

portion where it says, "Adjust purchase price down from
260 to 207," did you understand that com ng out of that
neeting then that that was the recommendati on that was
going to be followed, the purchase price was going to be
adj usted down?
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That's correct.

Today sitting here, you didn't have the advantage of
everyone else in here, could you explain every nunber on
there if | asked you to go through it?

Honestly, no. | have an understanding of sone of the
nunbers, but to sit here and say that | honestly know
what each one of those nunbers neans woul d be very
difficult for ne to testify to. | truly was relying
extensively on our accountant to assist ne with these
nunber s

At the tine, however, that you basically approved this
way of handling matters, do you believe you had spent
sufficient tine listening and investigating to ascertain
that they | ooked valid to you?

I had spent over six weeks and | don't have any doubt in
ny mind that | had fully investigated this and determ ned
that these nunbers worked

There's been discussion about the fall of '93 resal e of
the - that's ny word, I"'msorry - fall of '93

M. Hamilton actually ended up buying the building and
PAGE 490

the land, is that correct?

That's correct.

And how did that come about?

Wll, at that time, and | had said | believe August in ny
deposition, but on July 30th, the building inspectors for
the Gty of Tacoma had come out and cl osed the bow ing
alley. And at that point in tinme we becane, neaning our
of fice, becane very concerned about how we were going to
keep the bow ing alley open because of structura
problens with the building. |In fact, the building was
going to collapse. And at that point in tine we started
working with M. Hamilton to, number one, reopen the
bow i ng al |l ey because | was concerned about damages if |
don't go out and allow his business to operate. And from
that point forward over a period of weeks M. Hamlton
then di scussed the possibility of paying off the note and
exerci sing the option

In the course of those negotiations did you have
conversations with -- the primary beneficiary was this
hospi tal ?

Correct.

And had you made efforts to find the son?

I had made efforts to find Edward Curtis Hof fman and had

been unsuccessful. It was a pretty frustrating situation
because he -- we had information on him we just couldn't
PAGE 491
find him

And MIly Hof fman had al so been a beneficiary?

She had been a beneficiary, but she died on January 22nd
of 1993

And under the provisions of the will or the trust, she
only got anything as |ong as she was alive?

That's correct.

Was she continuing to get stuff fromthe trust or had
arrangenents been nmade to sort of buy her out?

She died so shortly after | becanme involved, | really
don't recall.

Ckay. But the primary beneficiary like 90 percent or
sonet hi ng was the hospital ?

Was the Ccean Beach Hospital.

Ckay. And in the course of negotiating with

M. Hamlton, did you keep Ccean Beach Hospital advised
as to what the various sales options were and what the
di scussi ons were?

Yes, | did.
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Ask you to turn to Exhibit 110.

Judge Brown, | think I"'mgoing to be done in like 15
mnutes or sonething. | don't knowif M. Taylor is
going to have nuch redirect.

MR TAYLOR Five mnutes of redirect.

MR BULMER | would propose with your
PAGE 492
i ndul gence - we're pretty nuch on schedule - to stay a
little this afternoon and get M. Fisher done, but, of
course, that's your command.

JUDGE BROMN:  Just nove the |unch hour back a
little bit. That would be fine.

MR BULMER  Thank you.
Now | ooki ng at Exhibit 110. Do you see that before you?
Yes, | do.
110 is a series of letters sent fromyour office to
various persons in Septenber, Cctober of 1993, Novenber?
That's correct.
And are those docunents which are designed to reflect at
least in part the negotiations that have gone on with
M. Hamlton?
They reflect some of the infornmation. There obviously
were nore.
There are other letters?
Yes, that's correct.
These are representative of the letters?
That's correct.
Al right. And | notice that the first letter is to
M. Ronal d Bender, Admi nistrator of Ccean Beach
Hospital. |Is that indeed what he was, was the
adm ni strator?
He was the administrator at the hospital at that tine.
PAGE 493
Was he |ike your primary contact?
He was ny primary contact, although, | had been dealing
with Victor Vanderdoes, who was the adninistrator prior
to that, and | was al so dealing with the hospital board.
And the first line of that letter says, "Pursuant to our
t el ephone conversati on of Septenber 15th, 1993, the Board
of Commi ssioners has approved the offer made by Pacific
Recreation Enterprise, Inc., pursuant to the terns of ny
letter dated Septenmber 15th, 1993," is that correct?
That's correct.
So you had sent a letter Septenber 15th outlining the
terns of the purchase by M. Hanilton, Pacific
Recreation, Inc.?
Well, and | al so explained risk, benefits and
alternatives that were available to the hospital, because
there were substantial risks at this time, and so | was
explaining to themnore than just the fact that there was
an of fer made out there, | explained to them other
probl ens that existed, and they were also in desperate
need of cash at this tine, so there were a nyriad of
interests that were involved at this period in tine.
And you were explaining those to the hospital ?
That's correct.
And as part of themtaking into account why they shoul d
or should not accept the offer fromM. Hanmilton?
PAGE 494
Yes.
Di d Judge Anderson have anything to do whatsoever with
how the of fers were structured, as far as you know, and
what kind of dollars were invol ved?
He had no invol venment in this.
Wl |, M. Taylor asked you questions about your
deposition. In earlier testinony you testified that you
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checked your tine records and you had one quick
conversation with them Then he asked you about the
testinony at page 42 of your deposition. Do you believe
you were incorrect when you answered those questions?

Well, what | would say is that | know | was dealing with
Judge Anderson before, | was surprised when | | ooked at
ny records to see that | only had one conversation with
himafter the bowing alley was shut down. | believe |
keep pretty good records, time records, and | was
surprised -- and this was not only ny records, these were

the records of ny partner, R ck Hoefel. Judge Anderson
was only contacted during this process, fromour tine
records, only one tine. And that was different than what
had occurred back in January when | needed sufficient --
significant help from Judge Anderson.

January of '92?

January of '93.

At the tine of your deposition you had not spent a ot of
PAGE 495

time poring over all your tinme records?

I had not.

After that deposition sounds |ike you pored over your
time records?

Well, | did, | nmean, they are two or three inches thick,
I thought it was inportant to | ook.

Your testinmony today is based on your refreshed

recol l ection after reviewi ng those tine records?

That's correct.

In that negotiation process with M. Hamlton, did you
expect the hospital to have ended up in the exact

bar gai ned-for position, not the hospital, but | guess the
trust technically, an exact bargained-for position that
they had started from back when the original sale and
option was negotiated with M. Hanilton?

I did not believe that was possible, and the reason for
that is the insurance conpany, the insurance carrier for
the building had indicated that they would not cover the
loss. The possibility existed that M. Ham lton coul d
wal k away fromthis transacti on and we woul d have a

bui I ding that was worthl ess because we didn't have any
noney to repair it. W didn't have the ability to pursue
litigation against the insurance conpany. The asbestos
probl emwas very severe. |'mnot sure that there is
anybody el se who woul d have even consi dered that buil ding
PAGE 496

under the circunstances with the structural problens, the
roof problens, and the asbestos probl ens.

So if the estate came out dollars sonehow | ess than they
woul d have if the entire original performance under the
original option and purchase had taken place, is that
based on yours and the hospital's evaluation that

M. Hamilton could use sort of the |everage at this

poi nt ?

That was our opinion of the circunstances at that tine
and they had changed because the building was falling
down.

At the tine the transacti on was brought to concl usion,
who prepared the various docunents to reflect, in the
fall of '93 now, who prepared those docunents?

Those were prepared in ny office.

I ask you if you would turn to Exhibit 32, please.
Thirty-two?

Pl ease.

I do have that.

And that's a Real Estate Excise Tax Affidavit prepared to
reflect the sale to M. Hamlton?
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That's correct.

And did your office prepare those docunents?

Yes.

And the nunber of gross sales price which is $508, 000 and
PAGE 497

sone extra?

Yes.

Who cal cul ated that nunber?

That woul d have been determ nati on made by ne and

M. Hamlton, but | believe |'mthe one that sel ected

t hat nunber.
Were there other considerations in terns of this sale
other than the -- were there other financia

consi derations being taken into account other than this
gross sales price?

No, | believe that was the sales price. That's the
nunber | used at that tine.

Let's see if we can run through the two or three

di fferent conponents then of how this was being paid

of f.

Ckay.

If you can recall.

Yes.

M. Hanmilton was going to give some noney to the -- al
cash to the estate?

That's correct.

O to the trust, I"'msorry.

To the trust.

And that cash was going to be allocated first to --

To pay off the underlying note or pay off the note and
PAGE 498

t hen $400, 000 towards the | ease option

Al right. And the underlying note we're referring to
was a note from Hof f man- St evenson to First Interstate?
Vll, let's clarify that. There was the note on the
bow ing alley, goodw ||, property, et cetera, that was
al nost exactly equal to the amount that was owed to First
Interstate. So by paying off the bal ance that was owed
on the note, that would also pay off the underlying to
First Interstate, and then you've got the $400, 000 that
woul d be reflected as versus the $600, 000 option price
Ckay. So did you do any sort of nmental calculation or
whatever as to what it was sort of costing the estate so
to speak to have gotten caught in this situation?

Vell, if you just |ook at the numbers, it |ooks like
there's a reduction of $200,000. The option would have
been exercisable at | believe $600,000 in Cctober of
1994.

And you reviewed that with the hospital before you agreed
to enter into that?

| presented that to the hospital, the hospital board was
to have a meeting and review the information that | had
provi ded, and they subsequently agreed to accept the
terms of M. Hanilton's offer

Thank you. Now, there was sone discussion earlier in
this proceeding about sonme sort of a fee M. Hamlton nmay
PAGE 499

have paid, a $15,000 fee. Was there such a fee?

There was a fee of $11, 000.

Ckay. And that was paid to you by M. Ham|ton?

That was paid to our office, yes.

To your office. And was that fee included in this gross
sal es price?

It was not included as part of the gross sales price.
Shoul d it have been, do you know?

I don't know. | really don't know.
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And why was that fee paid?

That fee was paid because | had indicated to M. Ham Iton
that the hospital and the trust itself didn't have any
noney. M. Hamilton didn't have an attorney at that
tine, we were doing all the work, and | felt that that
woul d be the cost of the sale and that | wanted the net
of what turned out to be approxi mately $400,000 to go
into the trust. | was |ooking for a net sale.

And so when you advi sed himthat you were |ooking for a
net sale, one of the factors you took into account was
going to be these costs?

Correct.

Did you ever discuss any of that fee with Judge Anderson?
No, | did not.

Now, you presented this docunent, or your office did
anyhow, and a series of other docunents, several of which
PAGE 500

are exhibits here, in the fall of 1993 for signature by
Judge Ander son?

That's correct.

In his capacity as president of Pacific Lanes?

That's correct.

And so in the fall of 1993 he continued to be the
president of Pacific Lanes?

Yes, he was.

Had there been any attenpt to renove himprior to that

poi nt ?

Vell, there was a situation in our office where | had
requested that we renove him W didn't follow through
on it; you know, hindsight, | wish we had done this. The

records indicate that we were attenpting to do this in
March of '93 and there was just no followthrough. And
that woul d have applied to Hof f nan- St evenson, Pacific
Lanes.

But when it cane to your attention it hadn't been done in
Cct ober, roughly, when this was all happening in Cctober,
it could have been done at that point?

It could have been done at that tine. In fact, it even

| ooks |i ke the paperwork had been prepared earlier on; it
just was never submitted to terninate or have himresign.
Wiy did you go ahead and do it this way?

It was expedient at the tine.

PAGE 501

WAs it inportant to the hospital to get its cash?

W were trying to close this inmediately. They needed
noney. They want ed noney.

And were you afraid the deal could still go sideways with
M. Ham | ton?
Wl |, that was always a concern. | nean if the building
falls down, that's a concern.

MR BULMER |I'mtrying to avoid recalling
M. Fisher. | know | promised, but I'malnost there.

JUDCE BROWN:  CGo ahead.

(Pause in the proceedings.)
As part of this transaction, did -- never mnd. That's
all right. Thank you.

REDI RECT EXAM NATI ON
BY MR TAYLOR
Judge Anderson as president of Pacific Lanes and Pacific
Lanes and Hof f man- St evenson, you say that you just didn't
get around to taking himoff as president?
I had delegated that to Rick Hoefel and it was not
acconpl i shed.
Ckay. Well, let ne ask you sonething. D dn't you ask
Judge Anderson to stay on as president to be the one to
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sign the docunents?

No

PAGE 502

STEPHEN FI SHER/ Redi r ect - Tayl or

Let nme read you Judge Anderson's testinony and you tel
ne if you agree with it or disagree?

Ckay.
"I was a fiduciary" -- this is Judge Anderson
testifying. "I was a fiduciary only in the sense that he

M. Fisher, asked ne to stay on to sign the docunents."”
I's your recollection different?
If you want to put it in that context. To stay on to

sign those docunents on Cctober 11lth or -- that may have
been the case. | don't recall that.

Now, changi ng the president of a corporation -- you are a
transactional |awer?

More or less. | used -- | did alot of plaintiff's

personal injury work in the past.
Ckay. But isn't it sinply a matter of pulling out a
boiler plate resolution out of your word processor that
says, "I, Grant Anderson, resign dated this blank date of
bl ank," and then same word processor you get a corporate
resol ution that says, "W hereby appoint Steve Fisher as
president"?
It's, | believe, a very sinple transaction
A 5-mnute process?
Absol utely. That's why | am convinced that this was done
in February or March and just not signed off.
Now, you tal ked about your independent obligation to see
PAGE 503
if the adjustnent deal nmde sense
Correct.
And that was an inportant one to you, right?
It was very inmportant to me.
But, again, you were working fromthe information you
had?
Yes.
Judge Anderson, Hamlton?
My file and Kevin |lverson
They coul d --

MR BULMER Let himfinish the answer,
pl ease
Ch, I'msorry
And | said Kevin lverson, and |'m done
They coul d have told you the sal e was supposed to have
closed as of June 1992 and you woul dn't have been the
wi ser, would you?
They could have told ne that, but | knew what was goi ng
on in our office, only fromthe perspective that | knew
that Bill Hanmilton was involved with Pacific Lanes, |
knew there were problens with the ganbling |icense, |
knew there were problens with the liquor license, | knew
there were problens with the asbestos in the ceiling of
the building. That was just general information that was
in our office at the tine before January of 1993
PAGE 504
Didn't you tell ne in your deposition that until January,
February of 1993 you didn't know the case?
I didn't know the case very well, | will admt that.
They could have told you then, well, we are supposed to
treat it as having closed in Cctober of 1992?
They could have told ne anything; it was ny job to
investigate and nake an i ndependent deci sion
Ckay. You tal ked about the reason for the price
renegotiation in the fall of '92. You tal ked about,
wel |, there were asbestos problens, ceiling problenms and
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the like, right?
Vel l, there was a roof problemand a structural wal
probl em and the asbestos had really been consi dered
before, but the structural problens were extrenely
significant.
Ckay. The asbestos, Hanmilton had known about that even
before he bought the operation?
Absol utel y.
When he signed the option, he took the property on an as-
i s basis?
That's correct.
One last thing. You weren't here yesterday, but we were
tal king about getting all the noney paid, does it add up
toa mllion dollars or $800,000 or what have you, and
the option fee, the $50,000 fee that was paid for the
PACGE 505
option was always included as part of ultinmately what was
supposed to be a mllion dollar transaction. That was a
non-r ef undabl e option fee, was it not?
I believe it was.
Ckay. So that noney was gone and he had to pay the
$600, 000 under the option agreenent?
That's correct.
The full 600 and he wasn't entitled for a credit of
$50, 000?
| believe that's correct.
MR TAYLOR  Nothing further, Your Honor.
JUDGE BROMN:  Any ot her questi ons,
M. Bul ner?
MR BULMER | think I've just got two.

RECROSS EXAM NATI ON

BY MR BULMER
Do you recall whether or not he asked you, Judge Anderson
asked you to stay on or you asked Judge Anderson to stay
on, if you did, whether it was -- he was also on in
January?
That's correct.
In January there were sone transacti onal docunents that
needed to be done, in '93?
That's correct.
PACGE 506
And do you recall whether or not you asked him perhaps to
stay on in January?
That nmakes nore sense. | mean, | do believe that at that
point in tinme there were transactions that were being
cl osed and where he had all of the infornation and | had
asked himto conplete those transactions, and that makes
perfect sense
Ckay. MNow, for some reason this price that was paid in
Cct ober has becone inportant. WAs that price established
based on an analysis of the value and risk at that tine
and, therefore, the best price you could achieve was
obt ai ned?
Absol utel y.

MR BULMER  Thank you. Nothing further

JUDGE BROMN:  Anyone on the Comm ssion have
any questions of the w tness?

MB. BRIGHTON: | had one question.

EXAM NATI ON
BY M5. BRI GHTON:
M. Fisher, in the course of ny adul thood and nmarried
life we have bought and sol d several pieces of property,
both to strangers and within the famly, and | can
under st and doi ng things on a handshake, al though probably
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that's not a very good idea, but you as a trustee of
PAGE 507
soneone el se's property, is it the standard or acceptable
operating procedure to nake decisions on a handshake?
Wul d you do that?
Is it standard, | would say no. Does it occur, yes, it
does. Is it the best practice in the world, no. You
understand that. It's not the best practice in the
wor | d
Thank you.

JUDGE BROMN:  Any ot her questions?

MR CLARKE: | have a question

EXAM NATI ON
BY MR CLARKE:
Yesterday | asked M. Ham |Iton about the purchase price -
perhaps counsel can refer you to that - tal ked about the
ultimate purchase price for this property. | thought
heard M. Hamilton say that he paid the underlying note
on the property in excess of the $400,000, but, in
actuality, it was included, is that correct? 1In other
words, the underlying note on the real property was paid
out of the $400, 0007
To be honest with you, I'd have to check ny records.
my be a little confused at this point.
I am | ooking at Exhibit 110 which tal ks about your
letters back and forth and there's letters to the bank
PAGE 508
an Cctober 6th, '93 letter to the bank. "Fromthe funds
which First Interstate Bank is lending the Pacific
Recreation" - is the second paragraph - "you were
directed to pay the bal ance owed to" and it goes on, and
it looks to ne |ike out of $400,000, you paid the
underlying, you directed the underlying being paid, which
woul d be normal course of events in a real estate
transaction. That's a double question, that's terrible
But the bottomline is was the underlying paid out of the
$400, 000, the underlying nortgage on the real property?
You know, you're asking ne that question now and |
believe it was, but I'mnot sure that | amtotally
accurate. | don't have all of those docunents in front
of me.
Sure, and | recogni ze that was a nere four years ago, but
if it was paid out of, then in addition to the 400, there
was the 108, which was the renaining bal ance on the note
for the bowing alley business?
Correct.
Pl us we know that he paid 100 and the two option paynents
and whet her we count themor not, they were actual cash
pai d?
Yes.
And then there's a question of how you count the payments
for the approxi mately one year he was invol ved?
PAGE 509
That's correct.
So the first three nunbers | had were 608 and then
however you count the payments, whether you count them
part of the purchase price or not?
That woul d be correct.
Ckay. That hel ps me define and | don't know why | was
hung up on that issue. | apologize for going in circles
on that. Thank you.

EXAM NATI ON
BY JUDGE DONOHUE!
You nentioned a couple of tinmes that you knew what was
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going on in your office. Again, we're talking about the
period of time from Septenber to the end of the year.
Yes.
1992. Does that extend to knowi ng, | guess, the basic
nature of this transaction and particularly, as has been
alleged, that it was to be as if closed on Septenber 1,
1992?
I can say that we had a small, relatively small office
and we are real close, the staff and the attorneys, and
we woul d often tal k about what was going on in the
office, so | did know during that period of time what was
going on with the bowing alley. | had been nore
involved with the condom niums, so | knew that even
PAGE 510
better, but | was aware that a transaction was being
handl ed, there was a sale, and, | nean, | recall
specifics relating to the difficulty in getting and
transferring the ganbling |icense and the |iquor
license. | knew those things were happening. | knew
that there had been di scussi ons about the asbestos in the
bowing alley. How | cane to know those things, it was
just general information in the office because | was,
again, on the periphery involved in this.
And | guess specifically the termor the unstated term of
the agreement that it was closed or as if closed on
Sept enber 1, 1992, were you aware of that?
To say that | had that know edge as of the period of time
in Septenber, Cctober, or Novenber, or Decenber of 1992,
I did not know that.
Al right.

JUDGE BROM:  Any ot her questions fromthe
Conmi ssion? Did counsel have any foll owup questions?

MR TAYLOR. No, Your Honor.

FURTHER RECRCSS EXAM NATI ON

BY MR BULMER:
Do you know whether M. Hanilton had been operating the
bow ing alley during those nonths, Septenber, Cctober
Novenber, Decenber?
PACE 511
I believe he was operating the bowing alley during that
period of tinme.
Ckay.

MR TAYLOR | have a question.

FURTHER REDI RECT EXAM NATI ON

BY MR TAYLOR
Wiat's the basis for that belief?
Again, it was the sane type of situation where it was ny
under st andi ng that he had been operating the bow ing
alley. How he was doing it, | don't know, but that was
ny understanding. General information within the office.
You can't tell us any nore detail about what you thought
he was doi ng?
I cannot.
Ckay. And if Judge Anderson and M. Hamlton testified
about what Hanilton was or wasn't doing, you' d defer to
their testinony?
Absol utely, that's true.
Thank you.

MR BULMER  Not hing further, Your Honor.

JUDGE BROMN:  Ckay. Thank you. You may step
down. We'll recess at this tinme for lunch and we'll go
for -- why don't we try for 1:45 instead of 1:30.

(Noon Recess)

FOOT OF PAGE 512
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JUDGE BROMN:  Thank you.

MR TAYLOR  Your Honor, at this point counsel
for the Conm ssion rests its case subject to calling Mss
D ane Anderson when she arrives later on this afternoon,

subject also to the -- we've got three additional
exhibits that are fairly bul ky that we'll be sendi ng out
for copying and we'll be introducing those and we have

agreed those are adm ssible. And then subject also to
M. Bulmer and | confirmng that everything we think is
inthe record is in the record, but | don't think there
will be any disputes about that either. W should be
able to present a stipulation to that effect.

JUDGE BROM.  All right.

MR BULMER  Everything has gone real snooth
except for that last little part. | would just like to
confirmwhat | think is in the record at this point,
which | think is real easy, just in terns of exhibits,
and it's just then we know we are all working fromthe
sane set of documents fromthis stage.

What | have, if | may, is the original index that we
admtted at the begi nning, and since that tine, on ny
list anyhow, we admtted an additional Exhibit 15, which
was a tax lien form a licensing form-- no, we admtted
a 15, which was a tax license formfromthe Comm ssion.
W admitted a 16, which is a letter fromthe Liquor
PAGE 513
Control Board. | have an adm ssion of an 18, which is
M. Hamlton's handwitten notes, and | have adm ssi on of
a 19, which is a business and acquisition |lease formwith
some witten notations on it.

And then M. Taylor and | have agreed that we wll
be admitting by stipulation an Exhibit 131, 132 and 133.
Each of those are public disclosure forms; 1993 public
di scl osure formfor 131, 1994 public disclosure forns for
132, and 1995 public disclosure forms for 133. And
that's what | have in the record.

MR TAYLOR That's consistent with our
records, Your Honor.

JUDGE BROMW:  All right.

MR BULMER  Thank you, Your Honor.

JUDGE BROMWN:  The record will reflect that
those itens are admtted as agreed to by the parties and
agreed to by the Conm ssion.

MR BULMER  Then | guess we proceed with our
case at this point, Your Honor. W have reserved,
pending M ss Anderson testifying, any argunents as to
di smissal at this point which would otherw se be
appropri ate.

JUDGE BROAWN:  That's correct.

MR BULMER | want to nmake sure ny record is
clear.

PAGE 514

Then we would initially call M. Billy Wite.

JUDGE BROM.  Rai se your right hand to be
swor n.

BI LLY WH TE, having been first duly sworn on oath or
affirmed to tell the truth, the whole truth and nothing
but the truth, testified as follows:

JUDCE BROMWN: Pl ease be seated
M. Bul ner, and also, M. Taylor, when you're
speaki ng fromthe podiumarea, be sure and speak up so
all the Conmm ssion nmenbers can hear you speak. | know
you're trying to do that, but noving around, it cones and
goes.
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MR BULMER |'musual ly not known for not
being heard | think is ny experience in life.

DI RECT EXAM NATI ON
BY MR BULMER
Coul d you state your nane, please.
Billy Wite.
That's a pretty powerful mcrophone so | think you can
sit straight so you don't have to get unconfortable.

Ckay.
Where do you work, M. Wite?
PAGE 515

Paci fi c Lanes.

How | ong have you worked there?

Sevent een years.

Were you there when M. Hanilton bought the bow ing

| anes?

Yes, | was.

When did you first learn that M. Ham|lton was going to
be purchasing the | anes?

I learned about it in the spring of '92.

How di d you cone to | earn about it?

Well, M. Anderson had told Jacki e Pagni and Janet, who
was managi ng the center at the tinme and --

MR TAYLOR | amgoing to object on the
grounds of hearsay with the w tness going any further
with this conversation.

JUDGE BROM: It will be sustained.
(Continuing By M. Bulner) Did there cone a tinme that you
came to understand that the bowing alley had been sol d?
Yes.

What was your under st andi ng?

I understood that M. HamIton had purchased the bow ing
center from-- that Grant had sold it.

When did you come to understand that?

He was officially announced at a president/secretary

meeting. It was on SeaFair Sunday, it was in August, |
PACGE 516

don't know the exact date. W have a banquet each year
at that tinme before our fall |eague starts as a thank you

to our |eague officers, kind of a question-and-answer,
and we have a buffet and all and both M. Anderson and
M. Hamilton was there and M. Ham|ton was announced as
the new owner, and he told the | eague officers, you know,
that he | ooked forward to working with them and hoped we
had a good season and a good year for all.

You were present at that banquet?

Yes, | was.

You were involved in organi zi ng the banquet?

| organized it, yes.

That was in August of '92?

Yes.
Whenever SeaFair Sunday was that year?
Yes, August, nmaybe it was August the 4th, 5th. | don't

remenber the exact date.

And that was the | eague secretary banquet, is that what
it's called?

It's a | eague officers banquet, presidents and
secretaries.

And who attends that banquet?

W invite all of our |eague officers, both presidents and
secretaries, and probably 65 to 70 percent of the |eagues
i nvol ved attend.

PACGE 517

And did there come anot her occasion when M. Hamlton or
M. Anderson announced M. Hamlton's purchase of the
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| anes?

We had a neeting with all the enployees and staff, and |
want to say it was around the first part of Decenber.
Decenber ?

Yeah. 1It's been quite a few years ago.
Was it Decenber or Septenber?
I nean Septenber, |'msorry. And he was introduced as a

new owner and M. Anderson thanked everybody for, you
know, the work that they had done for himover the years.
Who was at that neeting?

Al the enpl oyees.

What was your job at that tine?

I didn't have an official title, but I was still night
manager, | still was in charge at night, | made all the
deci si ons.

From the enpl oyee neeting in early Septenber did it
appear to you that M. Hamilton was running the bow ing
all ey?
Yes, it did.
Did you see M. Hanmilton at the bowing alley?
I only saw hi m maybe one or two tines a week because |
wor ked ni ghts and nost of the business was conducted
during the day, | mean, stuff he was involved in. He did
PAGE 518
stop in occasionally at night just to see how things were
going, but | didn't see himon a daily basis.
Prior to the Septenber neeting, had you seen himin the
bow i ng alley before then?
I had seen himin and out, you know, if | happened to
stop in and he'd be wandering through and checki ng things
out and aski ng questi ons.
As the night manager on Septenber 1st, '92, was there any
doubt in your nind who was running the bowing alley?
Not at all.
Who was that ?
Bill Hanilton.
What' s your job now?
I"'mstill nanager.
Has M. Ham I ton's nanner of nanagi ng the bow ing alley,
at least as far as you' re concerned, changed appreciably
from1992 to this day?
Not a whole lot. He knows nore about the bow ing
busi ness now, | nean, you know, as far as | eague
organi zation and things like that, and working with pull
tabs and liquor, you know, that he had never been
involved in before. He's a lot nore aware of, you know,
the laws. And he was always, you know, |ooking to nake
changes to neke it a better place for the business and
for our custoners.
PAGE 519
Do you renenber a Decenber bonus neeting when bonuses
wer e handed out ?
Yes, we had anot her meeting and we did receive bonuses.
I n Decenber?
Yes.
o ' 927
Yes.
Who actual |y handed t hose bonuses out?
Jacki e and Janet gave the enpl oyees their noney.

MR BULMER | have nothing further at this
time.

CROSS EXAM NATI ON
BY MR TAYLOR
Good afternoon, M. Wiite. D d | understand this SeaFair
banquet where it was announced M. Hamlton was the
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owner, that was August 4th or 5th?
It was the sane day they have the SeaFair races because
we were watching those while we were doing the banquet.
No doubt in your mind that neeting occurred well before
August 26t h?
It was well before August the 26th.
Did he say he was the owner or he was going to be the
owner ?
He was introduced as the new owner, the proprietor of
PAGE 520
BI LLY WH TE/ Cr oss- Tayl or
Paci fi c Lanes.
Ckay. Now, fromthat point forward you saw hi monce or
twi ce a week?
Personal ly, but he was in nore than that.
You personal | y observed himonce or twice a week?
Yes.
Ckay. Janet or was it Jacki e Pagni was the nmanager of
the bow ing alley?
Jacki e and Janet.
Between the two of them they were responsible for the
day-t o-day operations?
Yes. Under his direction.
Do you personally know what directions M. Hanmilton gave
M ss Pagni and Mss Nimck? Let me strike that.

Wre you ever present when M. Hamlton gave
instructions to Ms. Pagni or Mss N mck?

Yes.
How nany tinmes?
Maybe three, four, five, | don't know. W were in the

process of changing sone pull tabs and he wanted to go in
a different direction with them

Ckay. So he got involved in the pull tabs?

Asking questions and all. W wanted to do sone
restructuring of our open play prices.

Now, when we talked out in the hall a few m nutes ago,
PAGE 521

you said the restructuring of the prices probably
happened in January of '93. Did | get that down right?

I think it was around the first -- it was between
Decenber and January.
MR TAYLOR Ckay. | have nothing further.

MR BULMER  Nothing further, Your Honor.
JUDGE BROMN:  Ckay. Excuse me, M. Wite, at
this point the nmenbers of the Conm ssion nay have a
question. Does anyone have a question for M. Wite?
MR CLARKE: | just had one question.

EXAM NATI ON
BY MR CLARKE:
M. Wite, you indicated the enpl oyees recei ved sone
checks for bonuses in Decenber of '92. Dd M. Hamlton
hand you your bonus check?
No, | was given mine by Janet.
Ckay. And who was signing the checks in Decenber of '92?
The bow ing alley checks?

Ri ght.

At the time Janet and Jackie were signing it, you know, |
wasn't writing checks or anything, so -- Janet always

si gned our paychecks and she paid the bills, so -- who
was aut hori zed ot her than Jackie and Janet, | don't know.
Thank you.

PACGE 522

JUDGE BROM:  Any ot her questions fromthe
Comm ssi on?
JUDGE BROMWN: Al right. Any follow up
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questions?
MR TAYLOR No, Your Honor
MR BULMER | need to speak with the witness
private for just a second. | knowthis is very unusual
(Counsel conferring with each other)

REDI RECT EXAM NATI ON

BY MR BULMER
M. Wiite, do you recall whether or not it was cash or
checks that were distributed at the bonus period?
It was cash.
So you just got asked sone questions about checks, but do
you renenber whether it was -- it was cash?
We were paid cash. | thought the question regarding
checks was to who was authorized to sign payroll checks.
The bonus we received was in cash
Thank you.
I"'msorry if | msunderstood that. | thought payrol
checks.

JUDGE BROM:  Any ot her questions fromthe
Commi ssion? Al right. M. Wite, you nmay step down.
Thank you very much.
PAGE 523

(Pause in the proceedi ngs)

PATRI CK C. COVMFORT, having been first duly sworn on oath
or affirnmed to tell the truth, the whole truth and
nothing but the truth, testified as foll ows:

JUDGE BROMN: Pl ease be seated

DI RECT EXAM NATI ON
BY MR BULMER
Coul d you state your nane, please
M/ nanme is Pat Confort, Patrick C
And you're an attorney here in Tacoma?

Yes, | am
How | ong have you been an attorney?
Si nce 1955.

Have you ever been involved in the bowing alley

busi ness?

Yes, | was involved from 1983 to 1991

In that process did you own a bowing alley?

I was a partner in a partnership that forrmed a
corporation, the corporation operated the bow ing center,
and | was a sharehol der of the corporation.

During the course of that tine did the bowing alley have
PAGE 524

various financial problens?

It had consi derabl e financial problens.

And did you come to | earn about what you considered to be
the financial basis of bowing alleys?

The hard way.

Ckay. And at sone point did you cone to neet with

M. Bill Hamlton?

M. Hamilton came to ny office in the nonth of June of
1991, on the 5th of June.

1991 or 1992?

Excuse ne, 1992. | have a file that was started in June
of 1992 that reflects the visit and the billing that
reflects the visit on the 5th of June of that year.
I'"'mgoing to hand you the exhibit book, if I may, and ask
you to turn to 129, if I've got that in there right side
up.

Yes.
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And al so 130.

I have those before mne.

Is 130 the billing that you sent to M. Ham|ton?

Yes, with the exception that there's sone witing on it
in longhand that was not on there at the tine of the

bi lling.

Al right. And then what is 129, please?

129 is a formthat we fill out when a new case cones into
PAGE 525

the office. You'll note that it's dated June 5, which
woul d not necessarily be the date when the client cones
in, but it is the date when the file is started. In this
instance, it happens to be the sane date that the client
cane in. And the name of the client with his business
addr ess, phone nunber, the general subject nmatter and
that is listed on our file. In this instance it was
asset purchase and that would be carried through on to
our file to identify the subject natter of the conference
or the representation. Type of law, that's for coding
purposes, to keep track of the type of |aw that we have
to report to our insurance carrier the type of cases that
we handle at the end of the year. The code on the right
hand correlates to the codes that are in the bottom area
of the reporting sheet. The type of fee is either hourly
or contingency. W handle both. In this instance, it
was hourly. Billing status; it was an active, which
nmeans that it would be billed monthly according to our
procedures. You can't see it, but at the bottom very
bottomthere's a 20 and that's filled in by ny secretary,
it's for the cycle nunber. W bill on the 10th, 20th and
30th of the nonth. This file would be billed on the 20th
or shortly after the 20th of the nonth.
And then there's a page 2 to the exhibit?
Page 2, |'menbarrassed to say, is ny office notes that |
PAGE 526
took during the course of the conference with the
exception of the top entry, which is Hamlton, which was
witten nore than likely after the conference to identify
into which file these notes should be deposited. And on
the bottomwhat you can't read, but it says Paradise
Bowl , | don't know when that was witten on there, but it
isinny handwiting. | note in ny original notes that
it's in different colored ink and that's why | know it
isn't witten at the sane time as the conference. And |
understand now that this related to a different --
Pacific Bow, not Paradise, and | amfamliar with the
difference between the two. That's nerely a scribner's
error.
And so on June 5th, 1992, you had a neeting with
M. Hanmilton about asset purchase, which you understood
to be a bowing alley?
I understood that he was going to purchase a bow ing
center, bowing alley.
And what was your discussion with M. Hamlton?
vell --

MR TAYLOR  Hearsay.

JUDGE BROAWN:  1'Il overrule it at this tinme.
Go ahead.
W di scussed generally the fact that he was going to
acquire, he wanted to acquire a bowing alley. 1| had
PAGE 527

avai |l abl e financial data fromthe bowing alley in which
I was interested, the Narrows Plaza Bow, and | was
hopeful that | could help himwith a conpari son of our
own operation with what he projected the operation of the
bow ing center, Pacific Bowing Center to be, if that's
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| recall that | advised himthat it was a financial
ri sk based upon ny own experiences. Qite frankly, he
had provided sonme financing to me at earlier tines and
think he was well aware of the problens that we had at
Narrows Pl aza Bow .

He indicated to nme that he was going to forma
corporation for this effort. He did not engage e for
that purpose, nor did | anticipate that he woul d.

M/ notes reflect, and | haven't gotten an
i ndependent recollection, but ny notes reflect that he
tal ked about a |l ease with an option to buy. M
under st andi ng was that he was going to buy the equi pnent
and that he was going to | ease the prem ses.
forewarned him and | recall this, that it was nanagenent
intensive. By that | nmean, that you had to have sonebody
daily at the operation that knew what he or she was doing
because you're dealing with a | ot of cash, and whenever
you're dealing with a ot of cash, you have to have not
only conpetent enpl oyees, but you have to have people
PAGE 528
capabl e of surveying the operation at all tines. | had
t hought that that had been possibly a problemin sone
areas of the bowling center that | was attached to.

| also indicated to himthat the bow ing business
was cyclical. Your nonths of Cctober -- really starting
in Septenber, but fundanentally Cctober through April are
very good nonths. Those are the nmonths that you have the
| eagues and you have a steady business and your bow ing
center is very busy and during the nonths of sonetines
starting in May as early as May and nost tinmes by at
|l east the mddle of May through the nonth of August, it's
a tragedy, there just isn't anybody in your center to
speak of. So that | forewarned himthat he woul d have to
make sure that he had sufficient cash fromhis operating
nonths projected to take care of the hiatus or that he
shoul d get a noratorium

My own group had discussed with our financing bank a
noratorium but had never been able to obtain one. By
noratorium | nean not having to nake a capital paynent
during or nortgage paynment during My, June, July and
August and then picking up that payment during the eight
solid months of Septenber through April
Do you renenber anything el se about the substance of your
conversation?

Vell, | do recall that we tal ked about income stream
PAGE 529

what incone he had projected. W went over projections.
At this tine | have no i ndependent recollection of what

these incone figures were. | see that there are some
witten on ny notes, but, quite frankly, | think I know
what they nean, but it's in retrospect, | have no

recol |l ection of the exact figures that we tal ked about.
But we did go over the figures

Do you have a sense as to whether you were positive or
negati ve about hi m purchasing the bowing alley?

I recall very clearly that | tried to go through ny
files, own files, before he cane in to kind of dig out
sonme information that | might use to discourage him He
was not discouraged, however. He left -- | mean, Bill is
a very confident type individual and, frankly, he left
the conference and | was left with a firminpression that
I had not inpressed himw th ny negative attitude

Now, your own bow ing center, you've bought it two or
three different tines or sold it?

W purchased it -- we built it. W constructed it in
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1983. W sold it in 19 -- | believe it's 1991, to S & J
Sports, Inc., which was a corporation owned by Steve
Mattingly. W sold the equipnent and all the furnishings
and we | eased the premses on a long-termlease. | think
it was a ten-year lease. M. Mattingly operated through
his corporation the bowing center for about three or
PAGE 530
four years and then we had to forecl ose our security
interest because he lost a lot of noney and, quite
frankly, one of nmy partners put a | ot nore noney through
himinto the venture and it still wasn't enough

Cont enporaneous with that forfeiture of S & J
Sports' interest, we entered into negotiations for sale
with | think it was Washington Bow i ng, Inc., which
was - -

Let nme interrupt you. | amgoing to get an objection
here pretty soon
You bought and sold the bowing -- in essence, you

have sold the bowing alley two or three tinmes is what it
amounts to?
W' ve never sold the prem ses, we have al ways | eased the
prem ses and re-leased the prem ses. W've sold the
bow i ng center three tines.
Wi ch is the business part?
The business part, three tines.
Al right. And in the course of comng to understand the
sal e of the business center, is the bowing alley worth
nmore at the beginning of the | eague season than it is
later in the | eague season?

MR TAYLOR Calls for specul ation unless he
is tal king about Pacific Lanes, Inc., bowing center

MR BULMER He can testify as to whether he
PAGE 531
woul d pay nore or |ess

MR TAYLOR bject on the grounds of
rel evance then as to what this gentleman woul d say.

JUDGE BROMN:  Overrul ed.
I think anybody in the bow ing business recognizes that
you're going to get nore for your bowing center at the
begi nning of your season or shortly before. And the
reason for that is very sinple, that sonebody who wants a
bow ing center wants to come in so that they can take
advant age of obtaining the fall revenues as a cushion
agai nst the summer drought. And if you cone in and try
to sell, say, in May, then you're selling off a weak
peri od com ng up

The inconme stream the cash streamof a bow ing
center is central to the determ nation of whether or not
it's going to be sold and for how nuch.
So if you were buying a bowing alley, is it worth nore
to you in Septenber than it is at the end of Decenber or
end of January?
I wouldn't buy in Decenber or January unless there was an
adj ustnent of the price
Thank you very much.
117
11
11
PAGE 532
CROSS EXAM NATI ON

BY MR TAYLOR
M. Confort, just one question. Looking at your notes
that's page 2 of Exhibit 129, about four entries down,
does that say "Buy equipnent"?
Says "Buy equi pnent."
"$400, 000" ?
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"$400, 000 on tine."
What's it say next to that?

Vell, | think what it says is a short formof everything.
Ckay. | have no further questions. Thank you,
M. Confort.

MR BULMER  No further questions.

JUDCGE BROAN:  The Conmi ssion menbers may have
questions. Any questions fromthe Comm ssi on nenbers?

You may step down. Thank you very nuch.

(Pause in the proceedings.)

MR BULMER  Qur next witness is M. Schafer.
And | talked with M. Taylor and | would like to put a
short micro explanati on on the record.

JUDGE BROMW:. Wiy don't you wait.

MR BULMER  Pardon ne?

JUDGE BROM\: Shoul dn't you wait for
M. Schafer to be in here for that?

MR BULMER  That woul d be fine.

PAGE 533

(Pause in the proceedings.)

JUDGE BROMN. Go ahead, M. Bulner. D d you
have an expl anati on?

MR BULMER  Just a quick one. | amgoing to
call M. Schafer now and | amnot going to ask himvery
many questions, it's going to be very quick, but we went
through a | ot of conundrums here in this process and |
would like to, as | talked to M. Taylor about, the
prosecution has rested now and there is a different
theory of the case which could have cone in and that's
what M. Schafer would have testified; in other words, he
was our response to that line of theory, which I am not
going to go into, but | did want to explain that theory
did not cone in in the course of these proceedi ngs and
that's why this is such a reduced inquiry. W had to
reserve our option in case that cane in during the
prosecution's side of the case.

JUDGE BROMN:  All right.

MR BULMER M. Schafer.

JUDGE BROM:  You can step up here,

M. Schafer. Raise your right hand to be sworn. Do you
solemmly swear or affirmthe testinony you' re about to
give will be the truth?

THE WTNESS: | so affirm
I
PAGE 534
DOUGLAS A. SCHAFER, having been first duly sworn on oath
or affirned to tell the truth, the whole truth and
not hing but the truth, testified as foll ows:

DI RECT EXAM NATI ON
BY MR BULMER
Coul d you state your nane and spell it for the reporter,
pl ease.
Douglas, with one S, A Schafer, SCHA-F-ER
What's your profession, M. Schafer?
I am a busi ness | awyer.
Here in Tacoma?
Yes, | am
Was there a tinme when M. Hanilton cane and consulted
with you as a client?
There were various tinmes when he came and consulted ne.
I need to be nore specific. Did M. Ham Iton cone and
consult with you about forming a corporation for the
purposes of purchasing what's called Pacific Recreation,
not for purchasing, but for setting up a corporation
call ed Pacific Recreation?
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He approached nme about fornming a corporation in August of
1990, saying that he needed the corporation to purchase a
bow i ng al |l ey busi ness.

You just said August of 1990.

PAGE 535

I amsorry, 1992. Thank you for correcting ne.

Did you set up that corporation for hin?

| prepared the papers, which | believe he signed as the

incorporator, but | don't recall if he was the
incorporator. | believe he was. It could have been that
I was the incorporator. |It's a relatively insignificant

position. He was the only director and | amquite
confident of ny recollection of that.

That was in August, roughly, of '92?

August of 1992, | believe. | assunme it's in the record,
the papers fromthat.

I ask you now to turn to Exhibit 19, please. You have
the exhibit book in front of you.

Ckay. |1'mlooking at a three-page docunent captioned
"Busi ness Acquisition and Lease Agreenment” in the
typewitten title.

Al right. And discounting the "Exhibit 5" and
handwiting off in the right-hand corner, which we know
was put on later at your deposition --

You are referring to the handwitten "CIC' sonethi ng?
That's nmy awful witing, yes, it says "hearing." Exhibit
19. And the little squiggled-out thing that says
"Exhibit 5."

Ri ght.

Do you recogni ze this as a docunent that was in your
PACGE 536

file?

| believe it was. |t |ooks like the docurment that |
recall being inny file for Pacific Recreation

Ent erpri ses, Inc.

And do you have a present recollection as to whether that
docunent was given to you by M. Hamlton?

M/ recollectionis, yes, it was given to ne by

M. WIlliamL. Hamlton.

And did you provide a copy of this Exhibit 19 to the
Judi ci al Conduct Commi ssi on?

Yes, | did.

MR BULMER  Thank you. | have not hing
further.

MR TAYLOR  No questions, Your Honor.

JUDGE BROM:.  The rul es provide that nenbers
of the Commi ssion may ask questions of the witness. Does
any Comm ssi on nenber have a question? Al right.

MR SCHAFER May | just ask the question as
to why | was precluded fromobserving this hearing all
week on the basis of these questions that were provabl e
fromny deposition?

JUDGE BROMN:  You may step down. You're free
toremain in the courtroomat this point.

MR SCHAFER  Thank you very nuch.

MR BULMER It's ny understanding that
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M. Schafer will not be called on rebuttal, and so | just
want to nmake sure the record is clear.

MR TAYLOR That M. who --

MR BULMER  Schafer.

MR TAYLOR  No.

MR BULMER  Thank you. As we tal ked before
the noon hour, | have called the three people | have
avai |l abl e.

MR TAYLOR  The witness and her attorney are
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due down from Seattle at 3:30.

JUDGE BROMN:  All right. Looks to nme |ike we
have a recess of approximately one hour, so we'll try
that. |If they're here earlier, you |let us know

(Wher eupon, a recess was taken from 2: 30

to 3:30 p.m)

MR TAYLOR  Conmi ssion counsel calls Mss
Di ane Anderson.

MR BULMER  Judge Brown, | amnot going to
reargue ny notion at this point, but I would Iike the
record to show that this is still occurring over our
objection, which | think it's pretty clear fromthe
earlier testinony, but --

JUDGE BROMWN:  The record reflects that.

MR HALL: Your Honor, ny nane is Canden Hall;
| am Ms. Anderson's attorney. |'mhere representing her
PACGE 538
in this proceeding. She's down here by subpoena only.

JUDGE BROMN:  You can step forward, please.
Rai se your right hand to be sworn.

DI ANE ANDERSQN, having been first duly sworn on oath or
affirmed to tell the truth, the whole truth and nothing
but the truth, testified as follows:

DI RECT EXAM NATI ON
BY MR TAYLOR
Good afternoon, Ms. Anderson. Thank you for com ng
here.
What do you do for a living?

Right now | aman adm nistrative assistant.
And have you ever been involved in politics?
Yes, | have.
Can you tell us about that, please.
Yes. | amalso an elected official for the City of
Fircrest. 1'mon the city council.

JUDGE SCHULTHEI'S: Coul d she speak into the
m cr ophone, pl ease.
Ch, I'msorry. I'malso position 2 the Gty of Fircrest
Cty Council, ny second term
How | ong have you been on the council with the Gty of
Fircrest?
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This is ny second term |'mjust starting now, and it
will be -- | have been on four years, this is the

starting of ny fifth year.

Were you fornmerly narried to the Honorabl e Grant

Ander son?

Yes, | was.

Were you narried to Judge Anderson in early 1993?

Yes, | was.

Soretine in early 1993 did Judge Anderson cone home with
a new Cadill ac?

Yes, that's correct.

Was that a surprise to you?

Yes, it was.

Can you tell the Conm ssion why, please?

Wll, | didn't know that we were going to get a new car.
It just arrived at the househol d.

Sonetine after he brought it home, did you discuss the
Cadillac with hin®

Yes, it was di scussed.

Can you tell the Comm ssion, please, what was di scussed.
It was discussed how the paynents were going to be nade
on the vehicle.

What did he say?



24 A He indicated that he had just conpleted a cl osure of

25 selling a large itemthrough his firm it was a bow ing
FOOT OF PAGE 540

1 alley, and that the vehicle was a conm ssion that he was
2 allowed to get the sane as a realtor woul d.

3 Q Ddhetell you who was naki ng the paynents?

4 A Yes, he did.

5 Q Can you tell the Conm ssion who he told you?

6 A Yes, it was M. Hamlton, Bill Hanilton.

7 MR TAYLOR | have nothing further, Your

8 Honor .

9

10 CROSS EXAM NATI ON

11 BY MR BULMER

12 Q You were acquainted with M. Hamlton prior to that tine?
13 A Yes, | am

14 Q How did you know M. Hanilton?

15 A | knew himsocially as well as a busi ness acquai ntance

16 with nmy ex-husband.

17 Q Had he been a participant in famly social events with
18 your famly?
19 A Wth his wife and himwe had gone to a few social events,

20 that is correct.

21 Q Had he been the back-up driver at your son's weddi ng?

22 A Wen you say that, | don't renenber totally. |It's very
23 possi bl e.

24 Q Was your son going to --

25 A VWhich son are you referring to?

FOOT OF PACE 541

1 Q \Volunteer fire departnent.

2 A Yes, okay.

3 Q D dyou have a son who was a nmenber of the volunteer fire
4 depart nent ?

5 A That's correct.

6 Q Wen he got married, was the plan to try to take himin
7 the fire truck?

8 A That's right. That's what threwne. | amsorry, |

9 couldn't recall the fact that Bill Hanmilton was the back-
10 up and that is very possible.

11 Q Wat kind of social events then did you share -- did you
12 and M. Anderson have social events with M. and

13 Ms. Hanilton?

14 A W did. W went to Husky football ganes on occasion

15 together in a notor hone. |If we had a |arge gathering in
16 our hone, he was invited to that, and his wife. And we
17 went to -- maybe three or four tinmes we went out to

18 di nner as coupl es.

19 Q D d you sonetinmes go to precharity events, sonething that
20 M. Hanmilton --

21 A That's correct, we did.

22 Q Something called the BASH?

23 A Yes.

24 Q That's a Tacoma event of sonme sort?

25 A Yes, he had a roomprior to BASH and we woul d go and
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soci alize there.

Are you aware of any gifts that Judge Anderson has given
over the years to M. Hanilton?

No, I'mnot, other than gifts that we gave to our friends
at Christmastine if that's what you're referring to.

Do you know whet her or not Judge Anderson ever gave Bill
Ham | ton a painting?

I'"'mnot aware of that.

In Decenber of 1992 did Judge Anderson bring any other
cars hone to |l ook at that you saw? You said it was a
surpri se.
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I don't recall. | do not recall

You don't recall any other cars?

No, | don't recall

D d Judge Anderson take you out to |look at any cars

bef ore he brought the Cadillac?

I don't have a recollection of that.

Wien did the car first come hone that you were surprised
to see?

| believe it was the end of '92, in that nonth.

Around Chri stmas?

O Decenber.

Around Chri stmastime?

Yes, that's correct.

Do you recall whether your son Scott went to | ook at the
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car with Judge Anderson?

I do not recall, but it's very possible that he did.
Where were you living at the tine in late '92, early '93?
I was living where | reside nowin Fircrest.

That was your and Judge Anderson's hone?

That's correct.

Where did you have the conversation with himthat you
rel ated here?

It would be in the househol d, within the house.

Do you recall it being in the house or are you guessing?
I am probably guessing because | don't recall exactly at
what time that conversation occurred.

Do you renenber what tinme of day it was?

No, | do not.
Do you renenber what roomit was in?
No, | do not.

Do you renenber who el se was present, if anyone?

No, | do not.

Do you renenber when in approxi mate tine that the car
came hone that the conversation occurred?

It woul d have been probably into the new year in 1993 at
sone tine that the discussion occurred, but | do not have
a total recollection of actually when it did occur.

D d Judge Anderson used to carry cash?

Yes, he did.
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Large anounts of cash?

It would be say up to 3, 4, $500, yes.

Did he carry nore cash sonetines when you went on trips?
I woul d have to guess if he did, | do not know.

Do you know whet her or not Judge Anderson nmade a $9, 000
payrment on the car in January of 1993 as a down paynent ?

No, | do not, | amnot privy to that.
So you woul dn't know whet her your husband spent $9, 000?
No, | would not inthis -- I"'mnot aware if he did.

What was the state of your marriage w th Judge Anderson
inlate '92, early '93?

It was fine.

WAs npbney an issue in your narriage?

No, it wasn't at all.

D d Judge Anderson specifically use the word conm ssion
when he tal ked with you?

Yes, he did.
You specifically remenber that word?
Yes, | do.

You don't renenber where it was or what tinme or what room
it was in, but you specifically renenber the word

commi ssi on?

Yes, | do.

At that tine did you own -- did you or Judge Anderson own
a condom nium down at Surfside, a tinme share?
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I"'mnot sure at what tinme that we did own one, but, yes,
we have owned and we do own tine shares at Surfside, yes.
Were you acquai nted with Judge Anderson's invol venent
with the Surfside condom niumas part of his
responsibilities as attorney or personal representative
of the Hoffnan estate?

Yes, | was aware he was invol ved.
Did he ever discuss business at hone with you?
Not in great detail, but, yes, he did on occasion.

Did he ever discuss the fact that he was selling Surfside
ti me share condom ni uns and rmay have been earni ng
comm ssions on that?

MR TAYLOR Could we have a tine frame on
that, please.

MR BULMER |'ve asked ever.

JUDGE BROAN:  Overruled. You can answer the
question if you can.
Ckay, would you repeat it.
Did he ever discuss with you the fact that as part of his
-- did he ever discuss with you that he was selling -- |
said it best the first time; | should have it read back.

(Question read back by the Court Reporter.)
To the first half of your question, did he tell me that
he was selling tine shares, yes, he did. D d he say that
he was getting a conm ssion, | do not recall himsaying
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he got a commi ssion for those.

MR BULMER  Thank you. Nothing further.

REDI RECT EXAM NATI ON

BY MR TAYLOR
Have you tried to be honest with us today to the best of
your ability?
Yes, | have.
I's your testinmony in any way influenced by the fact that
you and Judge Anderson are now di vorced?
No, it isn't. No, it isn't.

MR TAYLOR  Thank you.

RECROSS EXAM NATI ON

BY MR BULMER
Woul d you agree, Ms. Anderson, that you don't have a
perfect menmory of the events that were occurring in 1992
and 1993 around January and Decenber?
I would say that that is part of ny past and | guess that
I would say that | have bl anked out an awful |ot of that
portion of ny life and so it is not real sharp in ny mnd
because 1'mgoing forward with ny life.

MR BULMER  Thank you very nuch.

THE WTNESS: You're wel cone.

JUDGE BROMN:  The rul es of the Conm ssion on
PAGE 547

Judi ci al Conduct provide that the nenbers of the
Commi ssion may ask questions of any witness. Are there
any nenbers that have any questions for this witness? No
questions? You nay step down. Thank you very much.

THE WTNESS: Thank you.

JUDCE BROMWN: |s this witness excused fromthe
further proceedi ng?

MR TAYLOR  Yes, Your Honor.

MR BULMER  Yes, Your Honor.

MR TAYLOR  Your Honor, subject to the
adm ssions of Exhibits 131, 132 and 133, which | believe
we have stipulated --
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MR BULMER  Yes, sir.

MR TAYLOR  Subject to distributing those
t he Commi ssion counsel rests its case. Thank you

JUDGE BROAN: 131, 132 and 133 are adnmitted
pursuant to the stipulation and will be distributed.

The Conmi ssion's case has rested

M. Bulner, did you wish to nake any notions at this
tinme?

MR BULMER Yes. | don't know whether you
wi sh me to nake themto the entire panel or to you
That's why | wasn't sure what the mechanics --

JUDGE BROMN:  What is the nature of your
noti on?
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MR BULMER | amgoing to ask for dismssa
of two of the accounts

JUDGE BROAN:  That shoul d be made before the
entire panel

MR BULMER Al right. The state has now
rested. By agreenent of the parties, even though we went
on early, the evidence before you is restricted to that
whi ch you heard prior to our witnesses and to Mss
Ander son, who was just on

There are seven different counts of m sconduct
al | eged agai nst Judge Anderson in these proceedings. |'m
asking for disnissal of two, which are Counts B and C, at
this time

JUDGE DONCHUE: B and C?

MR BULMER  Excuse ne, it's hard to track
It's 3(B) and (3)C are the paragraphs that they're listed
under, which | believe are on pages 9 and 10 of the
St at enent of Charges.

Paragraph 3(B) is Judge Anderson viol ated Canons 1
and 2(A) by pledging the note for the $250,000 to First
Interstate Bank as security for a | oan wi thout disclosing
the exi stence of the alleged agreenment to reduce the
armount of the note.

Now, this is a problemfor the state because they
are in a conundrum - -

PAGE 549

JUDGE BROAN:  Excuse ne, | don't wish to
interrupt, but | believe instead of referring to the
state, maybe Conmmi ssion mght be a better --

MR BULMER |'mhappy to -- | amused to
state, but I'Il say Conm ssion. The Conmi ssion has a
problemin this natter because under their theory, okay,
there wasn't any deal at that point, and so under the
theory of the state, there wasn't a deal when the note
was presented. That deal was struck |ater as they say up
here. No mention of price adjustnment, no mention of
price adjustment.

So the evidence that's before you at this point is
under the state's theory that's cone in is that there is
no evidence that there was a deal when the note was
pl edged, and the note was pl edged early in Decenber, the

note was turned over, | think, like Decenber 9th | think
is what the evidence woul d show or soneplace in that tine
peri od.

So if you | ooked at the evidence that's cone in to
this point, Judge Anderson, if you | ook wi thout
di scl osing the existence of the alleged agreenent to
reduce the anmount of note, the testinony is that there
was no agreenent to reduce the amount of the note. In
fact, the testinony is that that came from M. |verson
who suggested how to come at that. There was an
PACGE 550
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agreenent between M. Hanilton and M. Anderson to do an
adjustnent to take into account the cash flow, but how
that was to be effectuated was what's at issue. And
there had been no agreenent at that point to reduce the
note. So this count has to fall even if you give all due
inferences to what went through because there has been no
evi dence from anybody that there was an agreenent to
reduce the note at that point.

The second one is 3(C), which reads, "Judge Anderson
violated Canons 1 and 2(A) of the Code of Judicial
Conduct by charging Pacific Lanes a nonthly managenent
fee during the period when M. Ham|lton was all egedly
nmanagi ng the Pacific Lanes."

There is no evidence that he was charging Pacific
Lanes a nonthly managenent fee. Wat the evidence is was
Paci fic Lanes' funds went to nake estate nmanagenent fees,
$1800 a nonth, cane from Pacific Lanes for estate
management. There was no evidence that this fee was for
managi ng Pacific Lanes. The evidence is that there was
nmoney which cane out, which we agree, $1800 a nonth was
coming out during this tine period to pay for estate
nmanagenent. That's what M. lverson testified to, that's
what Judge Anderson, | believe, testified to. There is
no evi dence to show that that fee was being charged for
managenment of the bow ing |ane. oviously, the count
PAGE 551
here, what this count is trying to say is, well,

M. Hamilton was managi ng it, they nust have been
cheating the Pacific Lanes by charging for it. But
that's not what the evidence at this point is. The
evidence is that it was for the estate nanagenent fees.

Thank you.

MR TAYLOR |'ll address the latter charge, 3
(O first in terns of the issue of was there evidence
that he was charging the Pacific Lanes a nanagenent fee.
One of the last things we went over with M. Fisher this
nmorni ng was that throughout the period from 1989 through
1992, the end of Decenber, 1992, he said that the
Surfside and Pacific Lanes separately were paying
nanagenent fees each nonth to Judge Anderson's law firm

I think the evidence is fully consistent with the
charge certainly viewed -- | am honestly not sure what
standard applies in this type of a proceeding, but if we
apply any of the traditional standards, the evidence is
certainly sufficient to deny any notion to dism ss.

As to count 3(B), the agreement to reduce the anount
of the note, Judge Anderson testified, no, it didn't
exist at the tine he went to the bank, but ny notes are,
and | certainly defer to the Commission's recollection,
that M. Hanilton said that agreenent existed prior to
Decenber 9th of 1992 when the note was pledged to the
PAGE 552
bank. So | think the evidence viewed in the |ight nost
favorabl e to Conm ssion counsel certainly supports that
charge in the face of a notion to dismss.

Thank you.

JUDGE BROAWN: Do you wish to make any further
ar gunent ?

MR BULMER  No, sir.

JUDGE BROMN:  The Conmission will be in recess
at this time to consider the notion.

MR BULMER  Your Honor, if | may, | would
have no objection, so we can all go hone, naybe we coul d
have the ruling tonorrow norning.

JUDGE BROMN: | guess naybe that woul d be
appropriate. There is no other testinony today?



15 MR TAYLOR  No, Your Honor.

16 JUDGE BROMN:  So any decision on the notion
17 wi Il be announced when the session opens tonorrow.

18 MR BULMER  Thank you, Your Honor.

19 (Wher eupon, the proceedi ngs were adj our ned
20 at 3:50 p.m)
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JUDGE BROMN:  Prior to adjourning for the day
yesterday, a notion was nade to di smss charges 3(B) and
3(Q. First of all, for the record today, if we could
have the nenmbers of the Conmi ssion present today identify
t hensel ves. Just state your names.

M5. BRI GHTON: Dal e Brighton.

MB. CAVER  Vivian Caver.

JUDGE DONOHUE: M chael Donohue.

MR CLARKE: Harold d arke

JUDGE SCHULTHEI' S:  John Schul t hei s.

MB. REYNCOLDS: Nora Reynol ds.

MR WH TROCK: Todd Wi trock

JUDGE BROMN:  Ckay. For the purposes of
maki ng a deci sion on the notion, Nora Reynolds and Todd
Wiitrock are not able to participate in those
del i berations because they were not present for the
testinony or the entire testinony presented on behal f of
t he Commi ssi on. Each has had the opportunity to read
part -- one portion of the transcript fromthe first
day. M. Witrock, did you wish to be heard on that?

MR WH TROCK:  Yes. Yest erday j ust upon
| eaving we received the transcripts for the opening
statenents and the testinony of Judge Anderson, and j ust
PAGE 560
for the record, | wanted it to be known that | have read
this and conpleted this docunent. Hopeful ly we will
have the rest of the transcripts today and by tonorrow
will be able to nmove on this issue.

JUDGE BROMN:  All right.

M5. REYNOLDS: | also have read it. It's
conplete until the end of Judge Anderson's testinony, but
we don't have the transcript beyond that.

JUDGE BROM:  All right. So the record
shoul d reflect that those two nenbers did not participate
in the deliberations on the notion to disniss

The deci sion of the Conmission and participating
nmenbers is to deny the notion to di sm ss.

MR BULMER  Good norning, Your Honor. CGood
nmor ni ng. Call as our first witness this norning, Mrk
Rauschert.

JUDGE BROMN:  Rai se your right hand to be
swor n.

MARK RAUSCHERT, having been first duly sworn on oath or
affirnmed to tell the truth, the whole truth and nothing
but the truth, testified as foll ows:

JUDGE BROMN: Pl ease be seated
Iy
Iy
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DI RECT EXAM NATI ON

BY MR BULMER
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Pl ease state your nane for the record.

Mar k Rauschert.

M. Rauschert, where are you enpl oyed?

I''m enpl oyed by Gsborne-MCann Cadillac here in Tacona.
How | ong have you been enpl oyed there?

Goi ng on eight years.

Was there a time back in 1992 when you sold a Cadillac
aut onobi |l e to Judge Anderson?

There was.

How di d you cone to learn that Judge Anderson was
interested in a car?

Begi nning of the nonth of Decenmber M. Hamilton contacted
me and gave M. Anderson to nme as a referral.

Was M. Hamilton a forner custoner of yours?

Yes.

Was it unusual for former custoners of yours to give you
referral s?

No, not at all.

Is that sonmething you actively pronote?

Definitely.

Do you give a little kind of reward if someone gives you
areferral?

We do conplinmentary oil change.
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I's that what M. Hamilton ultimately got?
Yes.

Did you then contact Judge Anderson?

I did.

And when did you contact Judge Anderson?

The first week in Decenber.

O nineteen ninety --

O 1992.

And what happened as a result of that contact?

Pursued himas a prospect and eventual |y through the next
four or five weeks sold hima car, sold hima new

El dor ado.

During the four or five weeks -- you really sold himthe
car by the end of Decenber?

Yes.

So it was really two or three weeks?

Yeah.

During that tinme period did you give himany cars to try
over ni ght ?

Ve di d. W had two nodel s of El dorados and he tried
both. The second week in Decenber, let's see, 13th or
14th, he took a car hone and then fromthe 19th through
the 21st over that weekend he al so took --

Do you have your calendars in front of you there?

| do.

PACGE 563

I don't have them so maybe you could -- when did he first
take a car?

First took a car hone on the evening of the 14th and
brought that one back on the 15th.

And what days of the week were they?

Monday and Tuesday.

And then did he take another car hone |ater you said?
The second car he took home was on Saturday the 19th and
brought it back on Mnday the 21st.

And ultimately then you effectuated a sale with Judge
Ander son?

Ve did.

When did you confirmthat sal e?

The sale was confirned on the 23rd of Decenber and we
received it in payment on the 24th.

And did you negotiate the price with judge Anderson?
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W did between the 21st and 23rd.

And did Bill Hamlton have input into that price or any
control over what the price was going to be?

No.

Who set the price?

The owner of the store, Tom M Cann.

Was this what | would call sort of a standard

negoti ation, you started high, he started | ower and you
got to the niddle eventual ly?
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Typi cal car deal.

So you finalized the sale on the 23rd?

W agreed on a selling price on the 23rd.

And then what happened?

And, of course, Christmas conming up close, and he didn't
want to take delivery of the car until after the first of
the year, he had a trip he was planning, so | told himwe
needed to be paid before Christmas and he brought a check
down on the 24th. And then on, | believe, the 5th of
January | delivered the car to him the afternoon of the
5t h.

So he didn't take delivery of the car until after

Chri st mas?

Ri ght.
Do you renenber what the price of the car was at this
poi nt ?
Vell, the initial price of the car was a little over

$42,000 and the out-the-door price was a little over
$36, 000 when we were done negoti ating.
MR BULMER  Thank you. Not hi ng further.
MR TAYLOR  No questions, Your Honor.
JUDGE BROMN: Does any nenber of the

Commi ssion have a question? Al right. You nay step
down. Thank you.

MR BULMER  Thank you very nuch. He can go.
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JUDGE BROMN: He's excused.

MR BULMER  Call our next witness, Patti
Ander son.

JUDGE BROAN:  Rai se your right hand to be
swor n.

PATTI ANDERSON, having been first duly sworn on oath or
affirnmed to tell the truth, the whole truth and nothi ng
but the truth, testified as foll ows:

DI RECT EXAM NATI ON
BY MR BULMER
State your nane, please.
Patti Anderson.
You have a | ow voice, Patti, you got to nove into the
m crophone or you can nove the m crophone toward you.
Now say your nane again.
Patti Anderson.
Ckay. There's a little water there in case you need
it.
You're married to Judge Anderson?
Yes, | am
Wien did you get married?
January 1st, 1997.
JUDGE SCHULTHEIS: | can't hear you.
PAGE 566
January 1st, 1997.
Are you confortabl e?
Mm hnm
What ever nakes you confortabl e.
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I'"'mfine.
In May of 1995 did you give Judge Anderson $6800?
Yes, | did.
What was that $6800 for?
| believe it was to pay off his car |oan.
What was the formof that paynent?
Cash.
Wiere did the cash cone fron?
From cash on hand that | had.
MR SCHAFER I n the audi ence we cannot
hear . I don't know if others --
(Continuing By M. Bulmer) Were did the cash come fron?
From cash on hand that | had.
Ckay. Did you have a habit of keeping cash of $6800 or
nore on hand?
Normal |y | keep about five, but we just come back from
vacation so | had extra noney.
And cone back, that was with Judge Anderson you just come
back fron®
Yes.
Way woul d you keep 5,000 or nore dollars of cash on hand?
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It's a habit I've had all ny life. I''ma product of
parents who went through the depression. They deal t
solely in cash, ny father did not believe in credit, he
did not believe in banks. He passed that on to ne to

sone extent.

Where did you keep your cash? Not physically. W don't
want to worry about disclosure on the public record.

What did you keep it in?

Inalittle cash box in an envel ope.

I'n your home?

I'n ny hore.

You had it in a cash box?

Yes.

Did you keep it in an old snelly sock or --

No, | refer to it as nmy sock, but in alittle cash box,
yes.

What was the denom nations of the noney, do you renenber?
Mm hmm (wi t ness nods head affirmatively). Hundreds, 50s
and sone 20s.
Do you continue to keep cash to this day?
Yes, | do.

MR BULMER  Not hing further.

MR TAYLOR  No questions, Your Honor.

JUDGE BROM. Does any nenber of the
conmm ssion have a question for the witness? Thank you.
PAGE 568
You nay step down.

MR BULMER Call to the stand Judge Anderson,
pl ease.

JUDGE ANDERSON: | have previously been sworn,
but if you want to do it again.

JUDGE BROMN.  Rai se your right hand.

GRANT ANDERSQN, havi ng been first duly sworn on oath or
affirmed to tell the truth, the whole truth and nothing
but the truth, testified as follows:

DI RECT EXAM NATI ON
BY MR BULMER:
Just say your name so we can test the mcrophone.
G ant Ander son. I's that okay?
That's fine.
Judge Anderson, give us a very short narrative
summary of your fam |y background and prof essi onal
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car eer.
First part of that is the hard one. Very short. I was
raised in Enuntlaw. M dad was a 40-year veteran of
Weyer haeuser, working in the mll in Enuntlaw %%

not her worked at Rainier State School as an attendant.

I graduated from Enuntl aw H gh School . I had a paper
route in the 6th grade, worked for a | andscape gardner
PACE 569

starting in the 9th grade, played a little football

Went to the University of Washington on not quite
but pretty close to a full Wyerhaeuser schol arship for
four years, receiving a BA degree in 1960.

Judge, just a second. It's fine for you to face the
Commi ssion, that's a good idea, but you' re kind of noving
back and forth and suddenly you di sappear fromthe face
of the earth.

| graduated in 1960. | rode on crew with the University
of Washi ngton, worked at various jobs, which included
Weyer haeuser in the sunmer, for Brada Marble & Terrazzo
part tinme, various jobs while | was going to school

went through ROTC. On the sane day | was
conmm ssioned in the norning, graduated in the afternoon
and married that night.

After that, going into the | egal part of things, |
went to University of Washi ngton Law School where
graduated in 1963. During that time | worked for the
Seattle School District as a |laborer and, again, various
jobs to get through

After graduating fromlaw school and passing the
bar, | went into the service and was in the arny,
initially in the transportation -- well, not initially,
always in transportation corps., | was a lawer in the
transportation corps., | did sone defense work in the
PAGE 570
servi ce. I came out after two years as a captain and at
that point | received an army conmmendati on nedal for
mostly work in running or working the Port of Thule
G eenland, which | did one sumer.

I went to look around at where | wanted to plant ny
roots and | ended up in the prosecutor's office in
Tacona, Pierce County Prosecutor's Ofice, where |I worked
for two years, starting on the crimnal side, nmoving to
the civil side, primarily in school |aw at that tinme.
Prosecutors were heavy in representing school districts,
so | did prinmarily school law, civil work.

It was at that juncture that | net ny partner who
remai ned after sone 25 years, he was a nenber of the
Tacoma School Board. In representing the Tacona Schoo
Board, | net him joined himin practice, 1967, | guess
give or take a nonth or two; in 1967 joined himin
private practice, remained in private practice with him
until the end, and adding a couple of others, M. Fisher
and M ss Koppe, until | went on the bench in 1993

Inthat interiml was part-tine Fircrest nunicipa
judge from |'mnot sure of the years, but | amgoing to
say - it was 15 years, anyway - '77 to '93. |If that's
15, that's about where it cones out.

On the civic things during that period, that tine

frame, primarily in the field of education. | was on
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the state Board of Education for some 24 years. I think
I went onin '69 until I went off when | went on the
bench. I was on the Educati on Conm ssion of the state
appoi nted by the Governor in |late '80s. I can't

remenber exactly, '88 to '93, something in that range
I was involved as the first lay president of the
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state Board of Education, went through all the chairs,
was national president of the National Association of
State Board of Education and a nunber of other
educational -rel ated activities.

And because the fam |y has been, unfortunately, a part of
these proceedings, give us just alittle summary of your
two marriages and your Kids.

I was, as | indicated, married in 1960 originally, have
two sons, one of whomis -- ny ol dest son got out of the
marine corps. a little over a year ago. He is living
with ny forner wife, he and his wife. He's going to
school now. M/ granddaughter is, only granddaughter is
at Cki nawa, unfortunate for ne.

M/ youngest son is married and lives in Arsterdam
He is a product manager, marketing nanager is the right
term for Hew ett Packard-Europe for new products
i ntroduced in Europe.

M/ marriage to D ane, don't know how to characterize
it, basically fell apart over the years. W grewin
PAGE 572
different directions substantially so to the point where
it was not a relationship in '92, '93 area. The only
thing that probably held it together was -- m ninal
communi cation -- only thing that was holding it together
was the fact that ny youngest son who graduated from
graduat e school, he and his w fe noved back into our home
for alnost a year while he was | ooking for proper
enpl oynent . It was after that when 1'd say the enpty
nest syndrone, is kind of the common nonencl ature, that
we di scovered there really was nothing of a personal
rel ationship and that then term nated.

Subsequently you narried?

Subsequently | married Patsy Kel baugh who you just saw a
f ew monent s ago.

Now, in the course of your |aw practice then, did you get
to know M. Chuck Hof f man?

Yes, | did.
How di d you get to know M. Hof fman?
M. Hoffman canme into ny office as a client. He had a

series of businesses, but the one that got himto ny
office was his involvenent at the ocean. He had started
hi s dream down there. He built it, the bank forecl osed
it, the bank held it for two or three years and coul dn't
figure out what to do with it, so they nade arrangenents
to give it back to hi munder the guidance of, | wll call
PAGE 573

him a nentor or sonebody the bank had sel ected and said
we'll make arrangenents if you'll do it through himso
they can work out and get their noneys back out. It's
that person who then directed himto me, and | have never
done any work for that person, but | did know hi mthrough
social activities with his children and our kids, | say
ki ds, ny age.

And he cane in and | worked prinmarily on Surfside
Estates, which was a condom ni um devel opment at Ccean
Par k, Washi ngt on.

Is that a tinme share condonmi ni unf

Started out as a condom nium and then was done to nonths
and then to weeks, and it's a time share 48-unit facility
at Ccean Park with adjoining building which at one tine
had housed a restaurant, pool, and then in a separate
facility a tertiary treatnment plant and its own well.
That's all | can renenber for the nonent.

Al right. And in that process you have al ready
testified that you represented M. Hoffman, you prepared
his will?



21
22
23
24

O rOo >

FOOr OF

0O~NOUAWN R
> O» O»r

FOOT COF

O~NO O WNPRE

>O0>» O

FOOT COF

O~NO O WDNPRE

Yes.
And he asked you to be his personal representative?
He did

And then, as we all know, M. Hoffnan passed away. Wien
did M. Hoffrman pass away?

PACE 574

Mar ch 1989.

At that tine you obviously got yourself appointed as the
personal representative?
I did
And when you reviewed the status then of his estate at
that point, what did you di scover?
He operated everything within three corporations, alnost
-- when | say alnost totally, | mean truly al nost
totally. One of themwas the bow ing alley operation
whi ch was Pacific Lanes; the other was Hof f man- St evenson
whi ch owned the bowing alley and the real estate under
it; and the other one as Surfside Inn, and | can't
remenber if Hof f man- St evenson owned the |and at the
ocean, but, anyway, the ocean operation, the restaurant,
the sales of the time shares was all under a corporation
called Surfside Inn

And the structure was basically, at the ocean, in a
depl orabl e state of repair, it was a total cash drain
and the bowing alley was some source of cash but also in
a not good state of repair.
As a review of those, the status of the estate, did you
devel op a busi ness pl an?
It appeared to ne after taking a hard | ook, | nean, you
l ook at the options and you put together a plan to see
how can | conme out of this, because ny ultinmate goal was
PAGE 575
to sell it all off, turnit to cash, cash or receivables
or sonething for the trust or for the estate through the
trust.

What | did was tried to keep all the balls in the
air to do enough inmprovenent at the ocean to make it
mar ket abl e and sal eabl e and worked on two, three, four
sal es ideas, pronotions, scheres, if you want to cal
themthat, but different nmethods of marketing those tine
shares. And the time share market was going flatter than
a pancake, not a very good -- not a viable market. But
it was enough to do the repairs at the ocean to get them
in such a condition | could get themsold, and then at
the same time trying to keep the bow ing alley going,
keep noderate repairs to keep that operational and keep a
cash flow coming out of it to the point where when the
ocean was done, then | would sell the bowing alley.
Wien you took over, did you believe that the ocean was
sal eable in the condition you found it?
You couldn't even give it away.
It had lots of liabilities?
It had liabilities. You're | ooking at give or take a
thousand tine share weeks, and that's fine to say we got
t hese thousand weeks, but those weeks carried a liability

with them I think at that tine M. Hof fman had kept
the weekly annual paynent to 65 or $75 per week. That
PAGE 576

translates into $75,000 per year for the estate to pay
plus taxes and the insurance for the estate's part of it,
and that was not enough noney to do the mai ntenance.

That was just barely enough nmoney to keep it fromfalling
in the ocean. So that was increased, which it had to
be, to get themup to a sal eable condition, which
ultimately did

Were a lot of the units unsol d?
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As indicated, nmy mind tells ne it was about a thousand --
there's 48 units of 48 sal eabl e weeks per unit. About
hal f of them had been sold and about a thousand was what
was |left in the estate

So was the plan to use the cash flow fromthe bow ing
alley to support the condos until you could sell them
all?

It wasn't just to support them That's what M. Hoffnan
had been doing, but in that process they were just
running farther and farther downhill and they had gotten
to ny estimation, in a totally unsal eable condition
Nobody woul d even | ook at them | believe through one
of the realtors down there | ran an ad in a San Franci sco
newspaper or the "Wall Street Journal," "Wst Coast
Journal. " Nobody woul d even | ook at them Wio is
going to pay any noney for sonmething that's going to be a
$100, 000- a-year drag as you take it over.
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| amgoing to junp ahead. I want to finish this track
of questions. Utimtely, were you able to get themup
to speed and to sell then?

Yes, | ultinmately got themsold

And did you sell themin a bl ock?

I"'mnot sure |'malways using the right words, but |
basi cal I y whol esal ed them | packaged them everyt hi ng
could and | found a buyer who would buy whole units, al
the weeks in a unit, and so | packaged and put together
as many whole units as | could and | sold themto Trend
West Resorts, which were a spin-off of the tinme shares
they are a point systemwhere they sell points and they

have, I'Il call it, inventory all over the western United
St at es.
Al right. Now, in that process, was there a tine when

you ended up purchasi ng some weeks?

I ended up purchasing four weeks.

Who di d you purchase those fron?

| purchased themfroma private individual

Wio was that?

Jacki e Loui se Pagni

She has been referred to earlier as --

Yes, she had had four weeks, she wanted out, she wanted
nothing nore to do with the ocean. | can't remenber
whet her she said I'd like to get this nuch or this seened
PAGE 578

like a fair price, but | paid her a thousand dollars a
week for four weeks.

Were those units that were owned by the estate?

No

Were those units which woul d have been sold to the estate
to hel p package one of these other packages?

No

Why did you buy then?

Vel l, you know, at this juncture |I had been goi ng down
there over three years. I have an affinity for the
ocean, if you want to call it that, for the Long Beach

Peni nsula, and | knew this was all going to be com ng
that was all going to be comng to an end in terns of the
estate involvenent, and | wanted it so down the line
coul d have an opportunity to go down there and spend
those two, three, four weeks a year, whatever it was, or
put themin a rental pool or trade themto --

Now, | didn't get fromyou when did you buy these?

To the best of ny recollection, | bought themin 1993
‘92, excuse me, '92

About the time the estate was --

Yes.
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In addition to putting together the packages for the
condo and in addition to buying your own unit fromM ss
Pagni, did you also sell sone units, sone other units?
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There were a lot of individual units at the ocean because
M. Hof fman, the thousand, he did not just sell themoff,
he woul d do a bl ock here or block there, he would open up
di fferent weeks, so there were some units that had 10

20, 30 weeks out of the 48, and so you had 10 weeks in
this unit and 30 weeks in this unit and five weeks in
this unit and they were spread all over the place

Those were the ones that were not saleable to Trend West
who woul d only buy the whole unit.

Wre those --

And the other ones, | tried various pronotions, various
schenes to - schenmes is the wong word, that doesn't
sound right - but various methods of getting those sold
Were some of those owned by private individual s?

Yes, the weeks were, okay. Beyond t he individual ones,
there were several whole units that had been purchased
fromM. Hoffman way back in day 1 and they were, | am

going to say, nostly friends of his, people that he said,
"Come invest with me, buy a whole unit and this will be
grand and gl orious and you will nmake much noney. " They
had these whol e units at the ocean

And were those units which were avail able for purchase by
the estate, would there be any reason why the estate
woul d have bought those?

No, none.
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They woul d have been an additional liability?

Yes.

Did any of those people who owned those units approach
you and ask you to sell their units as well?

Every one of themsaid the ideas or the reason they
bought never cane to fruition and they wanted out, they
want ed their noney back, they wanted to | eave. And they
approached ne and said, can you sell these for ne.

And did you sell themfor then?

I did

And who did you sell themto primarily?

I sold themto Trend West

Did that have any inpact at all in terns of the estate
sales to Trend West?

No. Trend West purchased everything the estate had that
I coul d package as a clear unit for themand they did
some of the units where there were three, four, five
weeks in where | would trade people, where | would say
I'd either buy back a week or two or if they were on the

first floor, | said I'll trade you for a week on the
second or third floor which are better views of the
ocean, to nove themout to have a clean unit. But when

you got nore than that, it was very difficult to get al
the people to trade or clean up the unit.

The units that were owned by ot her people?

PACGE 581

Yes.

That you sold to Trend West, did you take a comm ssion on
t hose sal es?

Yes, | did.

And why did you feel you are entitled to that?

I had done the service. They came to ne. It was in
terns of saying that | want out, if you will find a buyer
for me, and in all instances | had said, | can't renenber
if | said is a commssion fair and they, to the one, they
sai d sure.
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Di d your taking the conmm ssion have any inpact at all on
the estate?

None what soever

Did you discuss the taking of those conm ssions with your
wi fe, D ane Anderson?

I did.

When in tine approxinately were these sales going on to
Trend West?

Trying to think. Right after the estate started or ny

i nvol venmrent started, which would have been '89, | had
tried to sell to Trend West and they said, no, and it was
over a year and maybe two later that | resurrected them
and at that juncture they saw that it wasn't going to
fall apart, that there was sone | eadership, that it was
going to be put back together and they becane interested
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and began buyi ng. | don't renenber the tinmne. I'm
going to say '91, '92

Were some of these sales going on into '92 you think?

I think nost of themwere done in '90, but '91 they could
have been. | do not have an independent recollection at
this tinme.

Now, then, let's talk about the bowing alley then

When you took over the estate, the bowing alley was a
separate operation, if | understand it correctly, the
busi ness itself was under this Pacific Lanes Corporation?
Yes.

The | and was owned by the Hof f man- St evenson Cor porati on?
Yes.

And | think we have a chart over here, but Pacific Lanes
itself was a corporation but was al so owned by

Hof f man- St evenson?

M. Hof f man owned 100 percent of all the corporations
What condition was the bowing alley in when you took
over?

The bowing alley was in run-down condition

Now, when you took over the estate, did there cone a tine
when you or your office began to charge various
corporations out of an estate nmnagenent fee?

Yes.

And when do you think that fee started?

PACGE 583

Alnost in, | wuldn't say day 1, but very early on

What was that fee for?

It was roughly equivalent to what M. Hoffman had been
taking out for his wages and it was for the business
nmanagenent side of things of the corporations as opposed
to the estate work.

So you guys were running the -- you were managi ng the
busi nesses as well as doing estate work?
Yes.

As part of the estate work it needed to run the business?
They did, very much, they needed | eadership, they needed
sonebody who could pull it all together

And did you just take that as sonme sort of a flat anmount
that you figured you were just entitled to?

No, they -- it had to do with availability and it was
roughly equivalent to the hours in tine. It was taken
in fromtwo, naybe three different sources in the
corporation, of the different corporations, and it was
put in what | amgoing to call a management pot and al
tinme records were kept, business managenent tinme records
were kept against that pot and accounted for in that
nanner . Now, where the noney cane fromthat went into
the pot was not necessarily related to where the work was
done for that pot. A large part of the work was
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probably done down at the ocean, down at Surfside
PAGE 584
So you kept tine records for -- you kept two sets of time
recor ds?
Yes.
Attorney tine records?
Yes.
And managenent time records?
Yes.
And ot her people in your office were working on these
matters as wel | ?
Yes.
And the nonthly fee would cone in and be put into a pot,
is that correct?
Yes.
And then they would | ook at the time that had been
generated in connection by everyone in your office
i ncluding yourself and charge that against the nonthly
fee?
Yes.
And sonetines the nonthly fee would cover it and
sonetimes it wouldn't?

MR TAYLOR  Your Honor, | amgoing to
obj ect . W are getting an awful ot of |eading
questions here at this point.

JUDGE BROMN:  Sust ai ned.
(Continuing By M. Bulnmer) Wuld the monthly fee
PAGE 585
sonetimes cover it and sometinmes not?
Yes. They were roughly equival ent.
Were rental paynents for the bowing alley al so being
pai d to Hof f man- St evenson at that point when you took
over?
The rental paynents had been set up on the books when
arrived and they stayed in that sane fashion. It
wasn't, frankly, until yesterday that | |earned that that
was a paper transaction by the accountant and that a
check was never witten.
Was that anmount $12, 000 when you took over?
That's the anmpbunt that had been on and had been in ny
understandi ng prinmarily generated by tax considerations
Ckay. Now, when you took over the bowing alley, did
you have an apprai sal made?
Yes, | did.
Ask you to turn to Exhibit 14. Wiat is Exhibit 14
pl ease?
This is the appraisal that | had done for estate tax
purposes and for ny own know edge as to values and for
estate tax purposes.
This is on the bowing | ane?
Yes, this one is on the bowing | ane.
I ask you to turn to page 5 of that appraisal. Now,
that's a page with a signature by M. JimlLatteri?
PACE 586
Yes.
And who is M. Latteri?
M. Latteri is an appraiser that appraises in Pierce
County.
I ndependent apprai ser?
Yes.
WAs he paid to prepare these appraisal s?
Yes.
And the appraisal that he cane up with was $1 nmillion
334, 0007
Yes.
Did you review this appraisal when it canme in?
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I ask you to turn to page 15 of the appraisal. Page 15
is entitled "Description of Inprovenents.” | direct your
attention to the third full paragraph and the | ast
sentence that says, "This appraiser would reconmend both
an el ectrical inspection and an asbestos inspection.”

Do you see that?

Yes, | do.

What did that tell you?

What did that tell ne? It told me that he had some
reservations, sone caveats, if you will, to his appraisa
and things that shoul d be | ooked at as potential problens
or influence the value at a later tine

PAGE 587

Was there an asbestos probl en?

In nmy estimation that was the biggest problemthere.

The ceiling over all 36 bow ing |anes was bl own with
asbestos and there had been asbestos on the back wal l

whi ch was behind all the machines, and at one point the

state had cl osed the bowing alley down for, | would say,
put a tag on it for encapsulating or renoving the --
interestingly enough, that was on the wall in the back

where there was only one nechanic ever, but it was such
that if you wal ked down that aisle, you could rub it with
your shoul der or get some dust. So that had to be
encapsul ated, basically sheetrocked over.

The ceiling was filthy dirty, | nean, it was black
t hrough snoke and it was over a period of time starting
to cone down, starting to hang because it was actually a
blown -- I'"'mnot sure howthey put it up, but it was up
there, it was very visible, and was a probl em

| looked at having it renoved on nore than one
occasi on and never got an estimte of |ess than $200, 000
but usually in that range
| also note that one of the concerns he has is the, which
is in the second paragraph, "The roof surface is of hot
mop construction and at present tine is in but fair

condi tion. This roof surface will need to be repl aced
within the next several years." Did that remain the
PACGE 588

situation with the roof?

There's two parts to the roof. One is what | call the
barrel, the round part. That was in not good shape, but
it was not leaking. That's the one that ultimtely was
replaced but it was getting close. There was the fl at

area which was over the restaurant and part of the front
| eaked so bad at one tinme when it was one of the
downpour rains, they had to hire one of the persons to
stay all night because buckets filled up faster than they
could enpty them where you coul dn't |eave them
over ni ght .

I think in ny mind the expenditure was a little over
$30,000 to do, | amgoing to call it, a good band-aid
but hot nop over that roof to repair it. There were
roof covering problens, yes.
At the tine you sold the building to M. Hamlton, was
the roof still a problenf
Yes. It had been fixed tenporarily, but it was a fix, it
was not a conplete --
You need to pull the --
It was not a --
You can sit back, but you can pull it toward you a little
bit nore. In addition to getting the appraisal, which
is Exhibit 14, did you also need to get sone tax
eval uation work done as part of your responsibilities?

FOOT OF PAGE 589
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Yes, | did.
| ask you to turn to Exhibit 116, please. Do you have
that ?

Yes, | do.
What is that, Judge?
This is an evaluation statenent, |1'mgoing to say,

prepared by Al an Weaver of Eisenhower, Carlson, New ands,
& Reha at the tine in Tacoma.
Ei senhower Carl son was a Tacona |aw firn®
Yes. Al an \Weaver is basically a tax specialist. Thi s
was a matter that was, at least | felt, beyond ny
reasonabl e capabilities and | wanted sonme assi stance and
I hired AL, Weaver to prepare the estate tax return.
Ckay.
And he, in using the appraisals that had been
acconpl i shed and in consultation with ne and in review ng
the estate, put together this evaluation method or
approach for estate tax purposes.
| amgoing to turn your attention to page 2 of the
eval uation, | guess page 3 of the exhibit, and turning to
the last sentence on that page and the sentence which
carries over to the next page, it says, "The Knight, Vale
& Gegory financial report for the period endi ng Decenber
31st, 1988, shows cash of $197,237. This anount is
abnormal Iy high since in a normal cycle the bowing alley
PAGE 590
woul d accunul ate nmore cash during its busy season of
Cct ober through March which it would need for the rnuch
sl ower period of April through Septenber."

Do you see that?
Yes, | do.
I's that understanding as printed by M. Waver consi stent
wi th your understanding of the bow ing alley business at
that tinme?
I's and was.
Had you been aware of that normal cycle in the bow ing
al l ey business before M. \Waver advised?
Yes, | had.
Now, next down is a little chart prepared by M. Waver,
| guess, or his office?
Yes.
And he takes into account sone discounts for
mar ket ability and cost of sale?
Yes.
What does he conclude is the value of the bowing alley?
He concl udes the value of the bowing alley at $998, 000.
Thank you. Now, did you follow through then with your
pl an of using the bowing alley to take care of the cash
flow for the condos?
Yes.
And when did the plan seemto cone together?
PAGE 591
It was all coming together in 1992.
And as part of the plan comng together, did there cone a
time when you determned to sell the bowing alley?
Yes.
And what was your plan or approach going to be in terms
of selling the bowing alley?
I had tried to keep the bowing alley up into not a great
shape, but at |east a narketabl e shape, but there were
two or three itenms that | had to do to nmake it
presentable, to take sone of the cash that previously had
been going to the condos, get the bowling alley into
nmar ket abl e shape. | approached every source that |
could relative to marketing the bowing alley, contacted
AVF, | contacted Brunswick, | talked to the person who
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refinishes the lanes. | nean, that's not -- there's only
two or three of themin the United States that have that
capability and they have quite a network within their
schedul e or network, | guess. | talked to | think it's
Murray and Swift, a business broker, relative to
potential listing of the alley as a business. I then --
none of which would have nmet with any real success. I
nmean, they just didn't. At that point | was turning to,
like | said, bringing the alley up to at |east a

mar ket abl e appearance | guess is the right word.

Part of that was to cover the asbestos, encapsul ate
PAGE 592
it sothat it was not as obvious, it would be in
conpliance, in ny estimation, mninal conpliance with the
bui I ding standards so it wouldn't be falling down or
comng on to people or cause the place to be | ocked down
or the expenditure of great amounts of noney which the
estate did not have and were not there.

I still had concerns about that because | had al so
tal ked to banks or the bank that we banked with and at
that time financing for these types of purchases, sales
or purchases were requiring environnental statenments and
often nmajor corrections if that were, before financing
coul d be arranged. Asbestos was a maj or concern of
m ne.

Were you fearful that if it was financed through
conventional financing, you were going to be required to
renove the asbestos?

Yes, or that sonebody would cone in and |look at it and
offer a financial package and that would cone back and |
woul d be stuck.

St uck?

Stuck with having to renove it.

And what effect did you think that woul d have on the

sal e?

It would either kill the sale or create substantial havoc
with the price, there were only two ways it goes.

PAGE 593

So what approach did you then take to sell?

I was | ooking for avenues, places, people to sell
including within the | ocal owners, the owners
association. And the bowing alley business is not a
growt h industry or a growth business and they all had
their problens and they frankly weren't interested.

I'd talked to M. Hanmilton as | had in other
ventures in the past about suggestions, ideas fromhim
and it's at that point initially the approach was for
assi stance and help on where to narket it or who mght be
interested or ideas he night have, that it converted from
that to an interest on his behal f.

When roughly do you think that occurred?

First mention | find in ny time sheet is April of 1992.
So then you had discussion with M. Hamlton about the
sal e?

Yes.

And did you eventually conme to set a price?

Yes.

How di d you set the price?

It was a nunmber of variables in ny nind. | started with
a mllion 330 or whatever the nunber was from

M. Latteri. | considered that there were no

comm ssi ons, which woul d have been substantial on a sale
of that.

PACGE 594

By that you nean real estate conm ssions?
Real estate comm ssions or business sal e comm ssions or
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however it was put together.

| knew there were nany probl ens. I have al ready
tal ked at | ength about the asbestos probl ens
particularly. I knew of the roofing problens, which
nmade hi m aware of. There was al so sewer problens that
we have not touched on. The sewer was --
You don't need to cover that.
There were sewer problens that were corrected but stil

have been overriding that persist to this day. I'm
trying to think if I've covered all of the factors, but
those are nost of the factors that -- and | was aware of
the caveats. |'mno electrician, | did not have an

inspection, but it was pretty obvious that they were
often jerry-rigged or put together and not of the highest
professional quality.

Ckay.

And when | took all of those as deducts -- and the nost
inmportant thing for me in arriving at the price is as-is
where-is and it was an effort to limt any exposure by
the estate liability w se

What price did you cone up with?

M/ very bottomend was a million dollars.

Is that the price you and M. Ham |lton agreed to?

PACE 595

Yes.

When you of fered himthe mllion dollar price or nade the
offer, had you allocated at that point a price between
the land and the bowing alley and the business itself?
No, not initially. The initial discussions were just a
package

Now, there's docunentation in the evidence already that
part of the negotiation process ended up in a negotiation
of a lease price of $6,000 a month, is that correct?

Yes.

How did you arrive at the $6, 000?

That was a negotiated price and it was -- fromhis
standpoint, it was part of a cash flow, what the business
could sustain, and it was two parts to it; there was a
$3, 000 paynent on the business note and $6, 000 | ease
payment. He was nore interested in terns, | was
interested in getting a fair price and reasonable terns
for the estate, and that was a negoti ated reasonable term
whi ch got the estate the down paynment or the option and
got reasonabl e noney on an ongoi ng basis for the

estate.

Do you recogni ze the termdeal points?

Yes.

What are deal points?

Deal points, you can have all kinds of little points, but
PACGE 596

those are the nake or break points of a transaction

Al right. And from your perspective what did you

under stand your deal points to be?

M/ deal points were reasonable -- were fair price
reasonabl e terns, and as-is where-is.

And fromM. Hamlton's point of view what did you

under stand his deal points were?

Terms, the fall cash flow, and within terms | include the
fall cash flow, and the liquor and ganbling |icense, the
appropriate |licenses, those being the two najor ones.
From your point of view, if any one of those, the terns,
the fall cash flow or the |icensing had not cone through
woul d the deal have been successful ?

No

And was it your understanding if you had not been able to
get what you considered to be a fair price, which you
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said was a mllion dollars, on the as-is where-is, and
security on it, would you have been willing to make the
deal ?

No.

So the transaction devel oped at sone point. Did there
come atime toget it into witing?

Yes.

Let's turn to Exhibit 19. Do you recogni ze Exhibit 19?
Yes, | do.

PAGE 597

What is Exhibit 197

Exhibit 19 was the first attenpt on ny part to put the

deal on paper. Prior to that point, they had been talk,
they had probably been on paper napkins, various and
sundry things as that. This is where | cane back and

made ny first attenpt at putting down what | thought

had heard and what | could agree to on paper

Now, is some of the handwiting on this docunent yours?
Yes.

Coul d you point to where your handwiting occurs.

On page 2, nunber 12, where it inserts | put in the word
Ham | t on. On page 3, | think it would be 13.a., that's
ny scratch-out. And on 13.c. those are words that |
added, | can recognize ny witing even through these poor
copi es, but --

Is any of the rest of the handwiting on this document
yours?

No

Look at paragraph "e" on page 3 where you --

Yes.

Where the Septenber 30th is scratched off and a 1 put in,
is that your witing?

No

Whose witing is that?

That's M. Hanilton's.

PAGE 598
Do you know why that change was nade?
Yes. That's when we tal ked about the deal point when we

reviewed this docurment, that's when he said that that
cash flowis inperative, that has to be the date, and
that was probably our base understanding that everything
was effective Septenber 1st regardl ess of when the fornal
cl osi ng was.

So let's look at Exhibit 20 then. Exhi bit 20 is another
iteration of Exhibit 197

Yes, it is.

Turning to page 3 of that docunent, is that your
signature on behal f of Pacific Lanes and

Hof f man- St evenson?

Yes, it is.

Was this a binding document from your perspective?

Yes, it was.

When was it executed?

August 26t h.

And | ooking at paragraph 13.d. on page 3, has the

Sept enber 1st change been i ncor porat ed?

Yes.

Now, let's look at Exhibit 21, please. Twenty-one is

al so another iteration of the docunent?

Yes.

And what the significance of Exhibit 21?

PAGE 599

This was drafted, by ny best recollection, because the
regul ators wanted not a corporation to be forned but they
wanted a naned corporation, so we put in the two changes
in there were Pacific Recreation Enterprises, and as was
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pointed out yesterday, this is where the conputers are
wonderful, they didn't quite take out all of it and |eft
part of it, but it had the nanmed corporation, and the

ot her change was the regulators also did not want a
docunent where the closing date had al ready basically
gone by. So we put an open end closing date on that.

So that's at paragraph 13.d again?

Yes.

When 13.d. was taken, what was your understanding as to
how you and M. Hamilton would do the cl osing?

I think it's been said many times. The under st andi ng
was that it would close for transacti onal purposes, for
control, would be Septenber 1st; for formal purposes,
whenever the |ast |icense was approved

Al right. Now, in response to the August 26th
agreenent, which is Exhibit 20, what happened in terms of
your role of managing the bow ing alley?

After Septenber 1st | was basically not involved

Who was i nvol ved?

M. Hamilton

Did you have a neeting with enpl oyees to report that
PAGE 600

M. Hanmilton was taking over?

Yes.

Was that that meeting that M. Wiite referenced
yest er day?

That woul d be the neeting, | have no recollection of the
date, but that woul d have been the neeting that -- there
were two neetings. One was the | eague officers

banquet . At that juncture M. Hamlton and | were far
enough down the road that | was confortabl e enough that
it was going to happen, even though it had not been
signed yet, but that's the front end of the season. I
introduced himand it was not rmuch nore than an

introduction at that point. And then later in the nmonth
right around end of August, first of Septenber, I
introduced himto the -- he didn't take nuch introduction

because they all knew who he was, he had been around
enough, but introduced himto the enployees in the

nont hly meeti ng.

There's been a |l ot of testinony here about the managenent
fee. You got out of the managenent of the bowing alley
but the fee continued to cone out of Pacific Lanes, is
that correct?

Yes.

Wiy is that?

As | indicated, it had been on auto pilot for sone
PAGE 601

probably 40 nmonths before that going into the pot and
accounted for against all the tinme spent in managenent of
t he estate busi nesses, which included the restaurant, the
condo operations, and the bow ing alley.

W then know that the actual papers closing it were
Decenber 4th?

Yes.

W al so know that Exhibit 21 provides that it could close
the first of the next nonth?

Yes.

Wiy di d you go ahead and cl ose on Decenber 4th?

Decenber 4th is when | was advised the | ast |icense
approval cane in. Frankly, | wanted M. Hamlton's
$100, 000 for the estate because that was non-refundabl e
that was the option, that was the down paynent, and |
want ed that $100,000 in the estate and | wanted him
bound, and that's when that coul d happen

He was willing to pay the $100, 000 on Decenber 4th?
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Yes, he was, and he did

You have known M. Hanilton for quite a long time at this
poi nt ?

Yes.

Did you have an understanding, a belief, as to what his
commtnent to a project would be once he had spent

$100, 000?

PAGE 602

I can honestly say that M. Hamlton yesterday sat up
here and said | structured this so | could wal k out and
| eave $100, 000 on the table. | also know M. Ham |l ton
once he puts $100, 000 down, he woul d chase that $100, 000
and finish the transaction.

Wiy was that inportant?

That was his way of doing business, that was his
personality. He woul d al ways protect, but | also knew
hi m-- enough about his business endeavors, that that
wasn't the way he was, and once he put his $100, 000 down,
he was | ocked even if not in a full |egal sense

Way was that inmportant to you?

Wiy was that inportant?

Yes.

I had the noney for the estate, | had an as-is where-is
and | had a buyer that | was confortable w th whose
integrity and ability to get the estate out of that

busi ness and have it converted to a liquid -- it wasn't
quite liquid, but just to a fixed financial arrangenent.
What were you trying to arrange on behal f of the estate
whi ch was going to become obviously the trust?

I was trying to liquidate and that got down to just
noney.

Were you trying to get rid of assets?

Yes.

PACGE 603

So the trust --

I was trying to get rid of assets so | could give themto
the trust in a liquid and/or bank statement form note
nortgage form so it was just a matter of collecting
noney for their usage

Ckay. You have testified as to what your understandi ng
or agreement was with -- what you believe your agreenent
was wWith M. Hamlton about the cash flow Wiy isn't
there more witing about that?

In hindsight, | w sh there had been. Qoviously, with a
sentence or two at sone strategic place, | wouldn't be
sitting here, | don't believe. Oversi ght. I was

running for office hard at that tine because the
primaries were in Septenber, which is when | was
el ect ed. It just wasn't done

He was a man of integrity and | think I ama man of
integrity and that was ny understanding, his
understanding, and that's the way, in fact, it was pl ayed
out and acconpl i shed.

Ckay. There's been sonme di scussi on about assi gnnent of
ri sk here. What was your understandi ng as to what woul d
have happened if it had burned down?

It would have been the bow ing alley. I nean, if it had

burned down, you carried insurance to either rebuild it
or take the noney, but the risk was if it nade noney, if
PAGE 604

it made cash flow, and it was every intent that it would
make cash flow during that time because that was the
cycle of the bowling industry, and if for sone reason it
| ost noney, that would be M. Hamlton's |oss

Wien it closed on Decenber 4th, did you understand at
that point there was going to be a need for sone sort of
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adjustnents to take into account for the late closing?
I knew, yes, | knew there would be sone adjustnents for
the cash flow for the late closing from Septenber 1st to
whenever it closed.
It closed Decenber 4th, but the records clearly show that
the adjustrments were nade through Decenber 31st. Whose
idea was it to use Decenber 31st?
That was M. lverson's.
Do you have a recollection of discussing adjustments for
cash flowwith M. Ilverson?
I have no independent recollection of adjusting or
di scussing adjustments with M. Iverson
Before or after Decenber?
Before or after
Decenber 31st?
Decenber 31st. The only recollection | do have, and you
triggered yesterday, | do remenber one or two occasions
when |'d have a note in chanbers saying, "Call Kevin
| verson back," and | would call himback and that's all
PAGE 605
can renenber.
Do you believe you nust have had such a contact?
Yes, | do.
One of the charges against you is you committed perjury
or untruthful statements in a deposition taken by
M. Taylor of you last year, is that correct?
I believe so
The basis of that count is the foll ow ng words

Question: "Up at the top the docunent says Pacific
Lanes purchase price adjustnents per discussions with
Grant Anderson and Bill Hamlton."

Answer : "Yes, | see that."

Questi on: "Did you have any such discussions after
January 1st of 1993?"

Answer : "l don't believe so, not to nmy know edge."

Questi on: "I's it your recollection that the

di scussions reflected herein took place prior to Decenber
31st of 1992?7"

Answer: "Yes."

The statenent of charges indicates that the answer,
"l don't believe so, not to ny know edge" and the answer
"Yes" to the question "Is it your recollection" are
all eged to be fal se.

Now, were those false at the time you made then?
No
PAGE 606
Did you at the tine you nmade those statenments have an
i ndependent recollection of any neetings after Decenber
31st?
No, | did not.
Do you have an independent recollection at this point?
As | said, | have no independent recollection of any
meetings after December 31st.
Al right. At this point, to your know edge, to your
personal know edge, not refreshing your recollection from
looking at tinme records or anything else, to your
personal know edge, do you have any nenory of any
di scussions after January 1st, 19937
No
Do you believe it's possible you had such di scussi ons?
After January 1st?
Yes.
Yes.
Do you think it's in all likelihood possible?
Probabl e.
Pr obabl e. Now, the bowing alley closed on Decenber 4th
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and in the process the estate was al so bei ng w apped up,
is that correct?

Yes.

And when did the estate actually get term nated?

M/ recollection is January 6th woul d have been --
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between Christnmas and New Year's, | went to San Franci sco
and that was consistent with buying a car before
Christmas and not picking it up or getting delivery until
January 5th, and | believe the estate cl osed January 6th,
if my nenory serves me right.

W will accept the Conm ssion's representation that you
were sworn in as a judge on January 8th, 1993.

Yes.

Was the estate wapped up before that?

Yes.

Sonetine that first week in January then before January
8t h?

Yes.

Al right. W don't have the precise date here,

though. At that time the estate was cl osed?

Yes.

And then what happened to all the assets under the way
the estate was structured?

They went into a trust which at that time woul d have been
for the benefit of MIly Hoffman with the beneficiaries
being the hospital and the |ost son after she passed
away.

And at that time, at the tine the estate was cl osed and
the trust was set up, who becane trustee?

M. Fisher, Stephen Fisher.

PACGE 608

Were you a trustee after that date?

No.

And when the estate closes, obviously your role as
personal representative ceases?

Yes.

And shortly thereafter you went on, you were sworn in
January 8th, obviously, we can agree with that?

Yes.

What was your involvenent then with the estate during say
the first month or so or two nonths in January and

Febr uary?

If M. Fisher or M. Hoefel, who was in his office, would
contact me to verify sonething or basically | would
respond when asked questions and that was nostly the sum
total of my involvenent.

Did you do work on behal f of the estate?

No, | did not.

O the trust, I'msorry?

No. The estate was cl osed. On behal f of the trust, no.
Did you provide information to M. Fisher or M. Hoefel
upon request?

Upon request, yes.

Did you charge for that infornation?

No, | did not.

This wasn't the only legal affair or matter that you were
PACGE 609

closing up in Septenber, COctober, Novenber and Decenber,
was it?

No. | had 25 years of practice that | was cl osing up,
the files. The partnership had divided into two

of fi ces. I was talking with clients, | was splitting
files, I was -- | had sent out letters to all of ny

clients advising themof where the files would be if they
want ed i ndependent representation or if they wanted to go
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with one of ny partners or to nake a selection or -- |
can't renenber all the nechanics, but there was a nunber
of things going on.

This was a very busy period?

Yes.

Getting ready to go on the bench?

Yes.

I want to go forward to the March 9th, 1997 neeting with
M. Fisher. Do you renenber that meeting sitting here
t oday?

No.

You' ve heard M. Fisher testify and you' ve seen his time
records. Is there any doubt in your mind that such a

neeting occurred?
I"'msure it did.
Now, we had an extensive session with M. |verson
concerning the adjustnment sheet that was presented on --
PAGE 610

JUDCE BROAWN:  Let's take a recess at this
poi nt.

(Wher eupon, a recess was taken.)
(Continuing By M. Bul nmer) Judge, before the break, | was
going to refer you to and do now refer you to Exhibit

61. That's the adjustnment sheet that we went over with
M. lverson yesterday.
Yes, sir.

Now, did you have any invol venent, direct invol venent,
any involvermrent with M. lverson in the preparation of
this adj ustnent sheet?

No.

Do you have any recollection at this point of ever having
seen it before this natter canme up?

No.

Did you ever tell M. lverson or anybody that whatever
adj ust nents needed to be nade, sone specific nunber
needed to be arrived at?

I woul dn't have had a cl ue.

So the answer is no?

No.

If | went through all of these things line by line with
you at this point, would you be able to explain then?

Probably not. | nean, |'min the sane status that
everybody else in the roomis; | heard M. lverson, |
PAGE 611

have a half grasp, but do I have an independent and am I
an accountant, the answer it no.

When you were working on the estate, were you dependent
upon what the accountants told you?

Yes.

Did you hire accountants for that purpose?

Yes. |I'mnot a detail person, | ama generalist, if
that's the right word. | hired accountants, | hired
whet her they were nanagers or whether you want to call it

expertise and | relied on that advice.

Simlar to hiring M. Waver for tax advice?

Yes.

Did you rely on M. Waver for the tax advice?

I did.

Did you question his tax advice?

No. Wien you say did | question it, | nean, | had it
explained to me, but | did not question it.

Now, we know that even though you went on the bench and
even though you were no longer a trustee or personal
representative in the estate, you did stay as president
on, | guess, the three corporations?

Yes.
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Wiy did you stay as president of those three corporations

initially?

Initially, M. Fisher asked ne to. I think it was part
PACE 612

of his, if you want to call it, due diligence, his
ability to nmake sure he fully understood and grasped the
transactions. I had a history of three and a half years

of operation at the ocean and in the bowing alley and he
was to do all of the work, nake all of the decisions, but
he wanted ny input, if necessary and if he asked ne, and

for that reason, | stayed on at his request.
You were getting ready to go on the bench?
Yes.

Al right. And in fact did go on the bench?

Yes.

In the process of that, did you review the Code of
Judi ci al Conduct ?

Yes, | did.

And on the basis of review ng that Code of Judicial
Conduct, did you have a belief as to whether or not you
coul d stay on these corporations?

Yes. And | amgoing to paraphrase it because | don't
have it in front of me, but | believe it said you had a
reasonable tinme to wap up estate work, and |'m

par aphrasi ng that. The question mght cone in as to how
you woul d interpret the word reasonable. In ny nmind it
was reasonabl e when M. Fisher asked ne to on behal f of
the estate.

At least in those early nonths?

PACGE 613

In those early nonths, yes

But you stayed on through the fall, it's obvious?

Yes.

How di d that come about, do you know?

Frankly, 1 could have sent himover a note or sonething

saying take ne off, we tal ked about it, he was going to
do it, he never got the paperwork acconplished

D d you know t he paperwork had not been acconpli shed?
No, | did not.

And in the fall we know t he busi nesses, at |east the
bowing alley, was sold to M. Hanilton and we will talk
about that in a minute, but we know that happened?

Yes.

Al right. Were you involved in those negotiations at
all?

No

But you did sign what we'll call, for lack of a better
term all the closing paperwork?

Yes.

We don't argue with that a bit?

No

Why did you sign that paperwork?

I can't -- | do not have an independent recollection of

whether it was M. Hoefel or M. Fisher that cane and
said everything is in place, the bank financing is in
PACGE 614

pl ace, the deal is done, you are still the president,
here is the paperwork.

And did you sign it?

Yes.

Why did you go ahead and sign it even though it had now
been what, sone ten nonths | guess?

Mai nly because they explained in a general sense what had
transpired, they said everything is down at the bank,
everything is ready to transfer. I n hindsight I
probably shoul d have said no, redo it, nove the dates a
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coupl e days, adjust the interest, or whatever is
necessary, but to accommodate, | signed.

Did you have in nind your previous review of the Code of
Judi ci al Conduct when you did that?

Yes.

What did you have in mnd?

It was still reasonable to ne at that point, that's in ny
m nd.

Wul d agree that other people night apply different
interpretation to reasonabl e?

Yes.

Let's tal k about the negotiations in the fall, which I am
using as a shorthand, of '93, for M. Hamlton purchasing
ultinmately the bowing alley, so the fall negotiations.

You said you were not involved with those. Wre you
PACE 615

general ly aware that they were happeni ng?

I wasn't even -- I'mnot even sure | was generally

awar e. I understood -- | did understand that there had
been sone maj or structural problens at the bow ing

all ey. Beyond that, | maybe had a general understanding
that sonething was going on, but specifically, I had no

under st andi ng.

Were you a trustee for the estate in the fall of 19937
No, | was not.

QG her than what was explained to you by M. Fisher or

M. Hoefel, whoever it was that came to you with the
paperwork, did you have any know edge of the scope of the
negoti ations or the transaction?

Not at all.

Did you have to rely upon themfor the nunbers that were
present ed?

Yes.

QG her than signing the excise tax closing papers, did you
have any involvenent with those other than signing then?
QG her than signing, no.

Did you have anything to do with the nunber that was on

t here?

No.
Ckay, now, let's talk about the car.

W know when you took of fice. Wi ch el ection were
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you el ected to office?

I was elected in 1992 to begin ny first termin January
of 1993.

So it was the Septenber '92 el ections?

Septenber ' 92 election, right, prinary el ection.

That was a contested proceedi ng?

Yes.

And then spring or in the fall of 1992 what kind of car
were you driving?

A '79 Buick Riviera with a couple hundred thousand mles
on it.

Was that your favorite car?

It was a favorite car.

Qovi ously, you decided to buy a new car. Wen do you

t hink you made that decision?

It was getting tine in any event, but after the el ection,
after | knew | would have a salary, after | knew | would
have nmoneys comng in fromny partnerships, accounts
recei vable fromthe partner or partnerships that | would
no | onger be participating in so it wuld be net and with
no overhead attached. It was just tine.

Were you al so going to have a settlenment froma health

i nsurance natter?

I did have a settlenent.
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And how nuch was that settlenent?
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$160, 000.

And was that taking place in about the fall of '92?

Yes.

And so with that know edge you determ ned to buy yourself
a new car?

Yes.

And when did you begin to | ook at cars?

Decenber .

What kind of cars did you | ook at?

Basical |l y | ooked at three cars, three types. | | ooked
at Acuras, | looked at -- the other one | was interested
in was the Lincoln Continental Mark Vi1, which was just

literally brand-new on the street, and the Cadill ac
El dor ado.

You heard M. - | still can't pronounce his name - we
heard the car sales person this nmorning testify about
cont act . Did he contact you?

I have no recollection of whether | walked in and saw
him he contacted me, how we net, | don't know. He was
the salesman, that's all | can tell you.

And did you talk with Acura sal es persons and Lincoln
Continental sal es persons?

I went out to Acura because H nshaw, it is H nshaw, and |
wor ked for Paul's dad, Duane, when | was a young nan

mowi ng | awns in Enuntlaw. Yes, | talked with them And
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| talked with Dan GIl at Bill Gl Lincoln Mercury.

Did you take any of those cars out for an overnight
drive?

No.

But you did the Cadillac?

Yes.

Di d you take those home you believe on the nights that he
testified to this norning?

Yes.

Did you take your son Scott to look at the car?

The car that | ultimately purchased was neither of the
two that | took hone, those were not satisfactory,
whether it was colors or options or what was it. They
found one in inventory sonepl ace and brought it up. M
son Scott, who was living with us at the tinme, went with
ne. | can remenber he went with me to the bank when |
got the check and went back out to the dealer to give
themthe check, and | showed themthe car which still had
things to be done to it, trimto be put on it and parts
in the package that | negotiated for.

That was on Decenber 23rd, Decenber 24th?

Decenber 24t h.

W know t hat you obtained financing at Sound Bank?

Yes.

Way did you go to Sound Bank?

PAGE 619

They were ny bank.

To your know edge, did M. Ham|ton have any invol venent
in you obtaining the | oan?

Absol ut el y none.

Who did you deal with at the bank?

JimBeshiglia (spelled phonetically) who is the president
of the bank, and there's -- it's a small bank and | can
tell you there's Pat and there's Donna, and can't even
tell you their |ast nanes, and they nmay have typed the
note and the paperwor k.

I have to ask a question, okay.

Yes, okay.
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Now, | ask you to turn to exhibits starting at Exhibit
70. Do you have that, Your Honor?

Yes, | do.

And Exhibit 70 is what, please?

It is the order for the car

And down at the bottomwe see "Sal esnman, Mark," that's
the man that was here this norning?

Yes.

And this was the negotiated price then?
Yes.

The $36, 177.87, | guess?

Yes.

Now, the next exhibit, which is 71, that's a receipt copy
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of the check that you actually paid to the car
deal er shi p?

Yes.

And let's go to Exhibit 72. Exhibit 72 was a | oan
report fromthe bank, and | want to direct your attention
to the block that tal ks about history and remarks,

collateral, detail, sort of in the center?
Yes.
Typewritten. And it says, "The Andersons are well known

to this bank's senior nanagenent as a stockhol der and a
| arge depositor. Related deposits as of this date equa
$200, 423. " Was the $200, 000 on deposit at the bank at
that tinme?

$100, 000 was - -

Yes or no?

Yes. I'msorry.

What was the conposition of that $200, 000?
Appr oxi mately 100,000, plus or nminus, | think it was
plus, it was 100,000 was in at that tine D ane's and ny
checki ng account in the bank. The ot her hundred

t housand woul d have been in nmy nother's account, which is
a joint account with nyself and ny nother.

You hel p manage your nother's funds?

Yes.

So the funds that were available to you were how nuch?
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$100, 000.
For your use?
Yes.

Let's turn to Exhibit 73, please. Thi s docunent
apparently provides that the loan is for purchase of an
aut onobi | e and you signed that, correct?

Yes.

For the $36,177.87?

Yes.

Let's go to the next page. Exhi bit 74. Exhibit 74 is
a commercial prom ssory note for the car?

Yes.

And that reflects apparently a no down | oan?

Yes.

So you didn't have to put any noney down to obtain the
funds?

No

And so they were going to finance the full armount of the
car, is that correct?

Yes.

And who established the interest rate that you were going
to be paying?

JimBeshiglia

Did M. Ham Iton have any invol venent?

None what soever

FOOT OF PAGE 622



1 Q DdM. Hanilton have any invol verment in the percentage
2 that was established?

3 A No

4 Q Wat was the obligation you were assum ng pursuant to

5 this commercial prom ssory note?

6 A Pursuant to this note, | had put it on a car, | was

7 agreeing to pay, | think, $800 a nonth for three years

8 with a balloon at the end of that tine, if you were to

9 followthe terms of the note precisely as | believe it
10 says.

11 Q And what was your intent, however?

12 A To pay it fromdistributions fromthe partnerships that
13 woul d occur and in the hopefully not too distant future
14 within the next year.

15 Q You had $100,000 in the bank and you had other incone

16 sour ces. Wiy woul dn't you just take the $100, 000 rat her
17 t han assunme an obligation for $36,000?

18 A The $100,000 had primarily come from an insurance

19 settl enent. It was, if you want to call it, ear marked
20 money. It was noney that | had set aside for an
21 investnent, not for just going down, going out and
22 bl owi ng, and with ny experience, if you start goi ng down
23 that road, it's hard to get away fromand pretty soon you
24 end up without any nmoney. And this was ny investnment,
25 this was part of ny future. Thi s was sonet hi ng t hat

FOOT OF PAGE 623

1 had ear narked for that purpose and that's why | left
2 t hat al one.
3 Q So you had sone capital available that you --
4 A Yes, | had, for whatever business transaction | chose to
5 go into
6 Q And you didn't want --
7 A To commit it at that time or cut it down.
8 Q Well, at about this tinme what do you believe your net
9 worth was?
10 A | went back and kind of reworked it and | amgoing to
11 say --
12 Q Are you going to say or do you know?
13 A | know ny net worth was about a mllion two.
14 Q Ckay. Thank you. Excuse ne, | was doing pretty well
15 on ny exhibits, but |I've | ost one here. Exhi bit 112
16 pl ease. This is a personal statenent of financial
17 condition dated April 14th, 1992
18 A  Yes.
19 Q |Is that your signature at the botton®?
20 A Yes.
21 Q Wiy would you prepare these?
22 A | prepared themon an ongoing basis fromtinme to time
23 usual l'y for banks, for conmercial purposes or |ending
24 purposes, and even if | had an outstanding | oan of any
25 sort, annually they would always say bring nme in annua
FOOT OF PACE 624
statenent of whatever it is, and | would do that. So
those are part of nmy way of life. | take the one from

the last tine, go through it and see if there have been
any nmj or changes and --

And this is obviously in April of '92. Had there been
financial changes then between April of '92 and the end

©o~NOU A WNPR
O

of '92?
A Yes.
Q Because you testified you thought your net worth was
10 about a mllion tw at the end of '92
11 A | had the benefit when | went back and reworked it of
12 havi ng very conpl ete and very precise thought-through
13 inventory that had resulted fromny dissolution or as

14 part of the dissolution process. There had been
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$160, 000 cash that was added right on top of this from
the settlement and there were a couple of pieces of
property that | recall that were not included on this
Al right. You concur with testinmony this norning that
you picked up the car after Christnmas in early January?
Yes.

And when you picked up the car -- when did you go to the
bank after picking up the car?

I can't tell you the -- typically I would -- | don't
know.

I have asked a question inartfully. You went to the
PAGE 625

bank and nmade a down paynent, is that correct?

Yes.

Wien did you do that, was that before or after you picked
up the car?

After | picked up the car

Let's turn back to Exhibit 75. This is a print-out from
t he Sound Banki ng Conmpany of the activity on your |oan
correct?

Yes.

Al right. And if we go into page 3 of the exhibit,
this woul d appear to be a check. What is this check?
That was at |east part of a year-end distribution from
the law firmof Tuell, Anderson & Fisher.

For $9, 000?

Yes.

When you went to the bank, the print-out woul d show
apparently a deposit on the 8th?

Yes.

Wi ch is apparently the same day you were sworn in?
Yes.

Wien you went to the bank and nmade this $9, 000 paynent,
were you under any obligation to give themthat $9,0007?
No

Wiy did you take this $9,000 check and deliver it to the
bank?

PACGE 626

That was consistent with ny intent to use distribution
noneys to pay off the Cadillac. Even if | paid 800 a
nonth, that woul d not take the principal and interest

away in three years. I had no anticipation of going
three years. | had the check in hand, | went to the
bank, and I'mnot a paynment person with the exception of
nmy house payments, |'mwhat | call a hunks and gl obs

paynment person, so | had ny hunk and glob and | took it
down and | paid them and if | did or didn't nake the
next $800 paynent, they mght call me up and if they did
I woul d make it.

At some point after you nade that paynment or at about the
time you made that paynent, did you have a conversation
with M. Ham|ton about himnaking the payments?

Yes.

Wien in tine, if you know, in relationship to the $9, 000
payrment was that conversation with M. Hamlton?

I cannot tell you. | nean, it was after that paynent
and before he nade the next paynent; sonetine probably
early January, but | do not know.

This woul d indicate that he made his first paynment on
your behal f on January 26t h?

Yes.

So it would be a bracket sonepl ace between January 8th
and January 26t h?

PACGE 627

Yes.

And is it your menory that it was closer to the 8th than
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to the 26th?

Yes.

Now, prior to this conversation, had you ever had a
conversation with M. Ham lton about hi mmaki ng any
paynents on a car for you?

No

Did you have any agreement with M. Hanilton that he
woul d make paynents on a car for you as sone sort of a
benefit to you fromthe bowing alley transaction?
Absol ut el y none

Now, tell us as best you can about the conversation with
M. Hamilton, about nmaking the paynents.

He is the one that proposed it, suggested it. |

resi st ed. There's a nunber of factors that one
consi ders.
Let's back up a ninute. Wiere did the conversation take

pl ace as far as you recall?

At his office.

Whi ch was next door to the bank | think he's testified?
Yes, or it might have been in the street, | mean, in the
street in front where the parking is because cars just
pull right in front.

Do you have any present recollection of who el se m ght
PACGE 628

have been there?

No

Do you think anyone el se was there?

I don't.

Now, you and M. Ham lton were tal king apparently?

Yes.

And then what transpired?

I told himthat was not necessary, it was --

You have to start at the begi nning. What happened?
He is the one that suggested, he said, "I would like to"
and | can't renenber, |'mnot going to put words in his

nmout h, you heard hi myesterday, but basically he said, "I
woul d like to make the paynments or nmake some paynents for
you. "

And what did you say?

| said, "That's absolutely not necessary, there's no
reason to," but he said, "I insist," and he becane quite
insistent on wanting to do that.

Did he say anything to you about why he wanted to or why
he was insistent?

Yes.

What did he say?

He said it was because of what | had done for himin the
past. We had had a conversation prior to that which was
consi stent with me going on the bench and getting out of,
PAGE 629

if you want to call it, many of the activities

You're fading in and out.

Many of the activities in life, in the educational arena
and telling himthat | was no | onger avail able for quas

| egal troubl eshooting, things of that nature

We are going to cover sone of the scope of that later
You had had that conversation with hi mwhen

appr oxi mat el y?

| had that conversation with himearlier than that, and
cannot tell you, but it would have been sonetine after
was el ected and before that tine. It was Cctober or
Sept enber, Cctober, Novenber, or Decenber, | can't tel
you.

So he nade the offer, you said no, and he insisted, and

t hen what happened?

He was very insistent. In the process in ny mind | knew
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there were no strings attached. I know that in his
world that was -- it sounds like a lot of noney, but in
his world, that's not a |lot of money, that's nom nal. |
know | had done --

What was the nunber?

The 800 dollars a nonth was nomnal in his world. I
knew that | had assisted himperhaps in acquiring sone of
that over the years, at |east troubleshooting on his

behal f. And as he was a friend, |I don't know quite how
PAGE 630

to explain this, but say it would al nost have been an
affront to himto say, "I just absolutely will not," he

becane that insistent, and so | said okay.

At the tine you said okay, did you have in m nd how nany
payrments he woul d nake?

No

Did he tell you how many paynents he night make?

No

Did you and he make any -- have any di scussion or make
any arrangenents for how | ong he woul d pay?

No. And there was sone recollection that he tal ked about
several nonths or a year, but there was no tine frane put
on that.

Ckay. Now, we all know that Pacific Recreation,

I ncorporated, were the ones that actually ended up making
the paynents, correct?

Yes.

Did you know that ?

No

Did M. HamIton ever tell you that?
No

Wien did you first learn that Pacific Recreati on had been
maki ng t hese paynent s?

At or about the tine that this exhibit was produced,

Exhi bit 75.

PAGE 631

Vell, | can't |eave that there. When this was given to
you, when was that roughly in relationship to these

pr oceedi ngs?

Last year.

So sonetime in 19967?

| believe.

This has a report date?

May, ' 95. It may have been -- it may have been '95

because it was about the time that this was requested
whether it was by M. Taylor or for whatever purpose,
that's when | becane aware of it and when | sawit, so if
it says May '95, that woul d have been the tine.

Wl |, do you know?

No

Al right. Do you believe it was after controversy had
come up about the car?

Yes.

And that was the first that you |l earned that Pacific Rec
had been naki ng the paynents?

Yes.

We al so know that through M. Ham lton and the ot her
exhibits that Pacific Rec. was apparently expensing these
sonehow in connection with incone tax?

I'' mnow aware of that.

Al right. Did you know that at the tine it was

PAGE 632

occurring?

No

When did you | earn about that?

Again, when this all came up, and |'mstill going to say
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last year, but |I'mnot sure of the tinmne.
M. Hamilton continued to nake the paynents?
Yes.
Wiy didn't you just go to M. Hamlton at sone point and
say, "Enough is enough, ny good friend, don't nmke any
nore paynents for ne"?
Coul d have, but it was |like they were being taken care
of, there was no rem nder to me one way or the other. |
was in the process of a marital disturbance, | guess is
the right word. Frankly, | didn't give any thought to
it.
Did you discuss the gift with anyone?
Wth who?
Did you discuss the gift with anyone in this tine period
'92, '93, '94?
I believe ny wife.
What about your accountant?
And ny account ant .
Who was your accountant in '93?
In "93 it was M ke Metternik (spelled phonetically).
Did you give any thought as to whether or not this noney
PACGE 633
m ght be incone to you, reportable i ncone?
I initially thought |1'd talked to Kevin Iverson, but it
was in reflection when | went back and | ooked at ny
return, it was with Mke Metternik. At about the tine
prepared, woul d have been early '94, when | prepared the
"93 return, | asked himconcerning those paynents or
talked with him
What advi ce did you receive?
Basi cal |y he asked ne a series of questions; did you
performservices, did you send a bill, did you consider
it agift, yes. D d he consider it a gift, yes. Dd you
get a W2, no. Dd you get a 1099, no. Forget it.
Ckay. You al so apparently discussed this gift with your
wi fe?
Yes.
You told the Conmmi ssion that you discussed it with your
wife, didn't you?
Yes.
I'''m handi ng you the published copy of your deposition
| ask you to turn to page 27 of that deposition and
direct your attention to the question starting at |ine
5

Question: "How did your wife know that M. Hamlton
had been naki ng paynents on the Cadill ac?"

Answer: "I told her."
PAGE 634

Question: "Wien he first began maki ng paynents on
the Cadillac, did you tell her at that point?"

Answer : "l expect | did."

Questi on: "What did you tell her?"

Answer: "I just told her -- | can't renenber
precisely. | probably said, you know, Bill said he is

going to pick up the paynents, sonething to that effect.
I don't know precisely what | told her."
Was that your testimony in front of the Conmssion's
counsel on Decenber 17th, 1996?
Yes.
Did you tell your wife it was a conm ssion?
No
One of the counts you are charged with here is giving
fal se testinony when you gave the followi ng testinony to
M. Taylor in that same deposition
Question: "Did you ever tell your wife that the
Cadi |l ac paynents were a conmission as to the sale of the
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Paci fic Lanes to M. Ham |l ton?"

Answer: "No, because they weren't."

Question: "D d you ever nmake any statenents to that
effect to your wife?"

Answer : "Not that | am aware of. I don't know

why | woul d because they were not."

So at this point and at the time you nmade those
PAGE 635
statenents, were you aware of ever having nade any
statenment to your wife about it being a conm ssion?
No
Were you aware that you had conversations with her?
Yes.
And did you tell the Conm ssion you had conversations
with her?
Yes.
What was the status of your narriage in '92, '93, late
'92, early '93?
It was deteriorating. W basically had i ndependent
lives. M son and his wife were living in our honme and
that was kind of the cenent that was at | east keeping us
all under the same roof.
From your perspective, was there open comruni cation with
your w fe?
No. The communi cation was not open, it was not good
That aside, | did not lie to her.
Now, we know then that in about May of 1995 the Cadill ac
payrment, Cadillac | oan was paid of f?
Yes.
W al so know that M. Ham|lton apparently wote a check
which is one of the exhibits in here, to pay that off,
correct?

Yes.

PACE 636

Al right. Wien did you first learn that M. Hamlton
well, Pacific Recreation, | guess, had -- let ne ask you

a question a different way.
Were you aware that M. Hamlton had paid off the
| oan?
Not initially.
Wien did you learn that?
Wien | got back from | believe, ny trip to Arizona.
W will cone back and cover the history. Wre you aware
that a check had been witten fromPacific Rec.'s account
to pay that off?

No

Until when? Qoviously, you were aware sonmewhere

Yeah, basically about the sanme tine that | |earned from
the bank record, whenever | received that, and | believe
| ast year.

After all this controversy?

Yes.

Now, how did it cone about that M. Ham Iton paid off the
| oan?

Just before | went, | was leaving it was Menorial Day
week, I'mgoing to call it, because |I take sone |eave so
I can pick it up with the holiday and get a |onger tine
out of it. | have a brother who lives in Arizona.

was goi ng down to Arizona and just prior to leaving is
PAGE 637

when | was out at the bank for sone reason, and as
often did, I would stick ny head in his office, and

that's when he said, well, | think, you know, you and
Diane are splitting, | don't want to be in the mddle of
it, I'"'mgoing to term nate naki ng paynents. | said

thank you very nuch, it's been nuch appreciated, |'lI
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just pay it off when | get back. I don't know whet her
he said | said that or whether he said when; | said when
I get back from Arizona, which would have been the first
part of June.

And as far as you are concerned, was that the end of the
matter?

That was the end of the matter

What was your intent?

It was ny intent to pay it off.

And when you returned from Arizona, what did you

di scover?

That he had paid it off.

What did you decide to do about that? How did you |learn
about that?

He told nme.

What did you do about that?

I paid him

And how did you pay hin®?

Cash.

PACE 638

Wiy did you pay himwith cash?

Wiy did | pay himwith cash? | was in the dissolution
process at that time. Putting the Cadillac on the sheets
that would be divided, |I put it in at full value, and ny

wife was aware that M. Ham|ton had been picking up the
Il oan or the paynents before that, and that was a concern
to her that | would get a credit that | wouldn't have to
cover, and so very early on | just took that off the

t abl e.

Let's explain that. That's not easily understood from
what you're saying. You were in the mddle of a

di ssol ution?

Yes.

And obviously the Cadillac woul d have been an asset of
the marriage?

Yes.

And ordinarily the Cadillac would be |isted as an asset?
Yes.

Wth an offsetting liability?

Yes.

And what were you trying to achieve by how you listed the
asset ?

I was trying to get things resol ved. | ama public
official, I did not want a messy dissolution, not that
there isn't not a messy dissolution, but as |east

PAGE 639

possi ble, to accommbdate within the real mof

reasonabl eness, and | agreed with her the Cadillac would
go on at full value and there would be no deduction for
any out st andi ng bal ance.

So there was no offsetting liability?

No offsetting liabilities.

And so why does that lead to you paying M. Hamilton in
cash?

Because after that everything was being accounted for in
terns of incone and outgo on ny checkbook from comunity
funds, and | had taken personal responsibility for this
and | just didn't want it in the checkbook.

Wiy woul dn't you want it in the checkbook?

Mai nly because her |awer was going to be going through
every check | wote and it woul d be community assets, and
I would be distributing to pay off an obligation which
had indicated | would take separately.

Were you afraid it would | ook Iike you were playing
around with hin?

Yeah.
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Sone $8, 000 in cash, correct?

Yes.

Where did you get this cash?

Mostly | got -- Mss Kel baugh, who was M ss Kel baugh at
the time, nowny wife, | got $6800 fromher and | had
PAGE 640

$1200 of ny own.

Wiy did you have that noney?

| always had sonme cash. | had cash left when | got back
fromArizona, | just didn't spend it.

Do you like to carry cash?

Yes.

There seens to be sonme cynicismhere that you didn't get
a receipt fromM. Hamlton.

I would have insulted himif | asked for a receipt, being
very blunt about it.

M. Hanilton referenced picking up the pink slip at that
poi nt. Did you pick up what | call the pink slip, the
title to the car?

Yes.

From M. Ham|ton?

I don't knowif | picked it up fromM. Hamlton or from
t he bank. | remenber the |adies at the bank saying if
you take it down yourself, it gets done faster; if we
send it in, it takes a |onger period of tine.

Now, you didn't list any of these paynents on your public
di sclosure fornms, is that correct?

That's correct.

As a public official, you' re required to file financial
public disclosure forns each year?

Yes.

PACE 641

And let's turn to Exhibit 131, | believe. Do you see
that, Your Honor?

Yes.

Turn to page 2 of that exhibit.

Page 27?

Yes. Al right. I's that your signature at the botton?
Yes.

And that's the date of 4-11-937?

Yes.

And this is your public disclosure formfor what, please?
That's what | was trying to look -- | think it's for the

year of 1992.
Correct. The 1992 formfiled in 19937
Yes. They're due typically by April for the preceding

year.
Let's |l ook at box 5.e. Do you see box 5.e?

Yes.

And it says, parentheses, "Incunbent office holders
only," parentheses?

Yes.

"Did you, your spouse or dependents receive during the
previ ous cal endar year any gift valued at over $50, 000
that may have been intended to gain or maintain influence
with you or the governmental agency you serve," and
that's left blank, correct?

PACE 642
MR TAYLOR  Excuse me, | think counsel
m sspoke?
I think you said $50, 000.
It's $50. I'mthinking of bigger gifts.

Yes, that is blank.

Thank you. $50. That's left blank?

Yes.

At the time when you filled this out, had you been an
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i ncunbent office hol der the prior year?
No.
So you left that blank?
Yes.
However, even if you had been an incunbent office hol der,
woul d you have answered that question yes or no?
I woul d have answered no
And why woul d you have answered that question no?
Because it says it would have been intended to gain or
mai ntain influence with you or the governmental agency
whi ch you serve
Ckay.
And that clearly was not the case with the gift that I
had received.
By M. Hamlton?
From M. Ham |ton.
Was M. Hamilton ever likely to appear in your court?
PAGE 643
No.
Were any of M. Hanilton's businesses ever likely to
appear in your court?

MR TAYLOR Calls for speculation

Whet her they appeared or not, they would not -- | would
have recused nyself instantly. W are on an automatic
rotation, the stuff that comes to us. That's a matter
woul d recuse. I woul d not hear anything that he -- our
rel ationship was well known.

Whul d you have heard anything at all involving

M. Hanilton?

No

Wul d you to this day?

No

Let's turn to 132, and | ook at page 2 of 132. That's
your signature?

Yes.
And this is now dated 4 something '94?
Looks |i ke 4-9-94 or maybe 4-4. It doesn't matter.

Turning to the sanme question then as previously, 5.e.
that sanme question, this tinme now you have answered no
Yes.

And that's consistent with the testinony you just gave?
Yes.

And let's look at 133 as well then, which is the fina
PAGE 644

one. That's your signature on page 2?

Yes.

And this is dated March 9th, | guess, 1993.

' 95.

'95, I"'msorry, and, again, at 5.e. you have answered no?
Yes.

For the same reasons you already testified to?

Yes.

At anytinme did you consider the gift fromM. Hanilton to
have been intended to gain or maintain influence with you
or the governnental entity you serve?

No

MR BULMER  Your Honor, | have one | ast
section of questions, | think they are going to be about
a half hour to 45 m nutes. It's sort of a whole new
Iine of questioning. Wuld this be a good tine to break

or what do you think?

JUDGE BROMN:  That's fine. W'l break for
lunch at this tine.

(Noon Recess)
(Continuing By M. Bul mer) Judge Anderson, | now woul d
like to nmove on and di scuss your relationship or turn to
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your relationship with M. Hanilton.
Wien did you first get to know M. Bill Ham|ton?
In the early '70s.

PACE 645

How di d that cone about?

I was | ooking for a bank, banking rel ationship. They
were a new bank in Fircrest, the town that | lived in.
I had heard good things about him | went to Western

Communi ty Bank, which was the name of that bank, and

M. Hamilton was the chief executive officer of the bank.
How ol d were you at that tine?

How ol d was | ?

In 1970. Wen were you born?

38.

You were born in '38 or you were 38?

No, | was born in '38.

Ckay. You were a relatively young man in the early
' 70s?
I"'mstill a relatively young man, but --

Now, did you devel op a banking relationship with
M. Hanilton then or his bank?

Yes.

What did that relationship consist of?

Well, initially consisted of opening ny account. Their
phi | osophy was servi ce and devel opi ng rel ati onshi ps. I
was in, | guess, in an entrepreneurial node of ny life

and | borrowed noney fromthe bank on occasion is how it
at |east started.

Did you get to know M. Hamlton in the process of

PACGE 646

borrowi ng noney fromthe bank?

I did.

Did you go through, in your entrepreneurial stage then,
some investnents which invol ved borrowi ng fromthe bank?
Yes.

And can you recall what some of those investnents were?
They were nmore in the '70s and the ' 80s. Cne that cones
tomndis at 27th and | think 70th, I'mnot sure of the
cross street, | and another partner bought a piece of

| and. We had to borrow the down paynent and borrowed
the first year's paynents and then we divided the |and,
sold off two parcels of it and ultimately built two

bui | di ngs, one which we sold and one which we | eased and
then ultimately sold, was one project.

That was in Tacoma here?

That was in Tacona.

Did that involve noney you borrowed from Wstern

Comuni ty Bank?

Yes.

In that process, how big was Western Community Bank?

At that tine it was a one-branch operation.

Is where M. Hamilton was?

Wi ch is where M. Ham |ton was.

So when you borrowed noney, who did you deal with?
Initially | dealt with him Over the years | dealt with
PACGE 647

two or three different |oan officers, but initially |
dealt with M. Ham lton. He was, |'mgoing to say, a
younger banker, trying to devel op business in the
community, and he gave you a lot of service if you wanted
it.

Was there another project at Center and Union?

Center and Union was - not far fromhere - a piece of
land that | bought with the sane other partner. W built
I think there was three -- there was one maj or corner
tenant and three other occupancies, you call it a snall
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strip mall. Gassi's Florist was in it and still is to
t hi s day. And he provided all of the -- | think all of
the noney up through construction, and at that juncture
at least ny mnd tells ne, sonebody cane and nade us an
offer | couldn't refuse, and | was at the point where
had to get take out or final financing and we sold it.
And that was done, you say, that was with M. Hanilton
and hi s bank?

Yes.

Was there a project at 27th and Proctor?

Yes, 27th and Proctor involved another small mall, what
call a hasty-tasty. It was a snall restaurant and four
or five comercial fronts. | don't know that | had --

that's one with three partners, nyself, M. Hunt, who had
been ny partner in the other two projects, and Dave

PAGE 648

Tuel |, who was ny law partner, participated in that.
don't know whether -- | can't at this juncture recal

whet her we borrowed some of the front noney to buy the
property or not, but may have or may not.

Do you recall whether or not at any point Wstern
Community Bank had noney in that project?

I cannot recall, honestly.

On projects that you didn't have Western Community noney
on, would you discuss themwith M. Hamlton?

Yes.

Was there a project called the Skill Building?

Yes.

What's that?

That was down on Center Street, actually that's two

buil dings that are together, one was an ol d casket
conmpany and what's now the Skill Building, which was two
bui | di ngs next door to each other. W have subsequently
sold the casket conmpany and retained the Skill Building
and we call it the Skill Building because skill saws,
tools -- headquarters there for sales, repairs, that sort
of stuff.

Was that a building as far as you know t hat had

Western --

No, that did not have Western noney init. It was a
project that | did discuss with M. Hamlton. e of
PAGE 649

the things that | usually did and why | appreciated him

I could take the projects in and lay themout and not try
and shade himone way or another. In fact, 1'd try and
nmake themas bad as | could so | could get the input from
himof did | consider this, did | consider that, what did
| consider about the area, what kind of |eases would be
there, what kind of tenants m ght be there, what kind of
financing mght or mght not be available, all different
things to consider as you headed into a project. And
soneti mes these weren't as you headed in, projects would
develop and -- let's go back to the 27th and 70t h. That
was probably the better part of a year between buying
dividing and selling off lots, building buildings, that
sort of thing.

Was there a project called originally | guess the

But cher, Baker, Candl estick Maker?

That is what's now Billy MHale's out on about 108th or
10t h and South Taconma \\ay. It's right at the

i nt er change. | had apopl exy signing a nortgage as a
young rman for a building behind the gas station with a
50-foot access, thinking that if it went, it would be
great, and if it didn't, 1'd have the biggest alligator
that you ever laid eyes on. And it went very
satisfactorily. I had two partners in that. Now
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there's just one and nyself and he is now a retired

PAGE 650

banker, had no relationship with M. Hamlton, but did I
di scuss the project with him yes.

What about 11th and Marine Drive?

11th and Marine Drive is a piece of property that | still
own. | acquired that fromM. Hunt, who was ny then
partner. He owned the place across the street. He had
a balloon on his contract. He was buying it, he

coul dn't nake the ball oon. | | oaned hi m $40, 000 on a
handshake for about two years. He subsequently gave me
a deed to the property and then he died. And | don't
nmean it to sound quite that way, but that was the
sequence. And then | had problens on -- he neglected to
tell me when he gave ne the deed that the city was
condeming it for health purposes, and it had a coupl e of
gas tanks under it because it had been an ol d gas
station. So | had talked with M. Ham|ton about --

al though he had no nmoney in that, | talked to him-- no
money, and | don't mean him but |ent or borrowed noney
-- about cleaning it up, should | attenpt to rebuild the
building, just tear it all down, which | ultinmately did,
which | got lucky getting the tanks out and ended up with
a pi ece of property.

Was there anot her investnment you had call ed Cascade

Cell ar Wnery?

Yes.

PAGE 651

MR TAYLOR  Excuse ne, Your Honor. | am
going to object on the grounds we are somewhat cumrul ative
and far afield fromthe issues of this case.

MR BULMER  The whole issue in this case is
the rel ationshi p between these nmen and what the basis was
of how it got built up. If they're willing to stipulate
that they had an ongoi ng exchange of busi ness
information, that's fine, but, you know, this case is
about what the rel ati onship was between these peopl e.

JUDGE BROM. (hjection will be overrul ed.
| and two other partners in a corporate form purchased
and owned Cascade Cellars Wnery, which was based in

Marysvil | e. W operated that for two or three years.

I had financing fromM. Hanmilton's bank relative to that
operati on. Finally --

That's fine.

Maki ng grapes and wi ne had sone wonderful benefits;
finances was not one of them and it got to the point
where we just closed it and parted it out, sold it off.
During the course of these various investments, over what
period of time did these events occur?
On ny side, they were nostly in the '70s and the '80s and
al nost everything we have tal ked about took place in that
period of tinme.

| also built nmy own office building, or nyself and
PACGE 652
ny partner, Dave Tuel |, did.

Some ot her busi ness ventures --
Wien you say through the '80s, is it the end of the '80s,
m ddl e of the '80s?

Ran right up to the end of the '80s. I''mnot sure,
nostly it was in the mddle. | can't renenber exact
dat es.

Now, during this tinme period, then, did you get to know
M. Hanilton better?

Yes.

Did you begin to socialize with hin®

Yes.
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And did you begin to neet with himother than in
connection with these investments or in connection with
social matters?

It was a business relationship which turned into a
friendship.

VWll, until the bowing alley transaction, did you and he
ever have any transactions other than himas | ender and
you as borrower?

No. Except for ny ownership of stock in the bank that he
was - -

You and he began to meet other than at the bank?

Yes.

And where woul d you neet?

PAGE 653
Oten, nost often it would be breakfast, sonetines
I unch. I woul d say nore Saturday norning breakfasts

woul d be the more norm

What sort of things would you discuss during those

| unches?

Soneti nes we di scussed the projects that we just tal ked
about that were ny projects, and it grew over a period of
tine that we discussed his projects and things that he
was involved in, and oftentines he woul d ask me about
those projects. Oten or sonetines he would bring in
papers, closing papers or leases or different things and
say, take a look at this, what do you think, and I'd
eyebal |l it and go through and give himny inpressions

We won't go through all of these, but was there sonme
Spokane property that you went through sonme process?
That was farther away, but he invested in some Spokane
properties, subdivided and sold that off.

Had he bought and sold sone real estate contracts as
wel | ?

Yes. There were over the years several. | renenber one
of the first ones back in the '70s a broker had a nunber
of contracts that he wanted to di scount and so we -- he
would ask ne, 1'd give himny input as to whether they're
primary, secondary, green, seasoned, security behind
them anything | mght know about the people who were
PAGE 654

selling themwho were on the contracts

Did he discuss with you during these neetings the dry

cl eaners that he bought at G g Harbor for his brother?
Yes, we went through that, the buying of it, howit was
structured. And | recall going over there one Saturday
and seeing M. Hamlton in a tank top scrubbing shirts
whi ch was not typical of his character, let's put it that
way.

You physically went and visited that?

Yes.

Did you discuss with himhis relationship with M. Huss,
an attorney?

Yes.

Did you reviewwith himin a simlar manner investnents
in a travel agency?

Yes.

Did you go over with himsone Cabins at Lake Y?

Y Lake, he owns two cabins on Y Lake. One is primarily
his. Wwen | say his cabin, the other he purchased for
his children's use. That way they didn't have to al
stay with him

Were there problens with that property?

Yes.

Drai nage, that sort of thing?

Nei ghbor' s drai nage.

FOOT OF PAGE 655
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Did you discuss with hima conpany called Sound Escrow?
Sound Escrow Management was with Chris Huss. That was
an escrow software conpany where he -- | think it was
devel oped by sonebody el se, but it was primarily

mar keti ng escrow software, and | had done sone fair
escrow work and so | at |east had sone outside expertise
on how it would or should or could work.

Did you discuss with himthe construction conpany he got
into called Pacific Energy Resource?

Yes. He started a snall conpany. H s son owns a
Fircrest fireplace shop, and in that process, they sell
pell et stoves, glass inserts, glass stoves. It was one

thing to sell them but they didn't have the capability
of installing them and so he started a small conpany
whose primary purpose was to install and service those
sal es.

Did you go over with himthe sale and operation of the
fireplace shop itself?

To a very minor extent, not really. | represented
another fireplace shop and I was afraid of a conflict so
I stayed away fromthat.

Did you ever discuss your work with himin connection
with the Presto | og conpany?

Yes. He was a primary financier of a Presto | og conpany
that was in financial straits and efforts to get that
PACGE 656

turned around and back on track.

Ckay. What about a condo at Lakewood?

Yes, | think, that was one where his, | can't renenber if
it was his son or daughter or sonebody purchased it, and
I went out and | |ooked at it, | |ooked at the condo
docunents, and | gave himat |east ny inpressions
relative to not just what the words say on the paper but
how t hey actual |y operate, because you can get into
condos and sone of them can be great and sone of them can
be terrible depending on the rel ationships of the people
in the association and how it works.

And finally on ny list, what about a video shop with a
son-in-1 aw?

That was the Stardust or Starburst Video in the Geen
Firs Shoppi ng Center which he purchased for actually his
son-in-law s operation. Bl ockbust er noved in across the
street, |ease came up, rent went up, business done.

But over the period of tine there were a whol e
series of discussions about strategic steps to take and
what had gone on.

Were there other thing that you woul d al so tal k about
other than the ones we have identified?

In the '80s he was active with another partner, buying
and selling a nunber of apartment conplexes, and those |
woul d go t hrough. He would tell me about them
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soneti mes they were buying partnership interests,

soneti mes they were buying themin different
configurations, and | went through a ot of those with

hi m

Ckay. In addition then to the investnment sorts of
things you went through with himand these sort of
consultation kind of things we tal ked about, did you al so
begin to socialize more with the Hamiltons?

Yes.

What sort of things would you do with the Ham|tons?

As ny fornmer wife indicated yesterday, we would go out to
lunch or out to dinner a couple tines of year as

coupl es. Once a year | would take M. Hanilton to a
Husky gane; | have season tickets. Cccasional ly | woul d
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go maybe to Seahawks ganes; the bank woul d have

tickets. Usual |y just with other custoners. Not every
year, but occasionally we had parties at our house,
Christmas type gatherings, they were always included.

He was included in ny victory party after the el ection.
He was the backup driver in case there was a real fire
and ny son and daughter-in-law didn't get the fire truck
ride fromthe church to the reception. He went to ny

ot her son's reception. Used to be Bash in Tacoma, which
| think is simlar to Pancho in Seattle, but it's a
charitabl e auction affair. He always had a pre-party
PAGE 658

and then going to that. My then wife and nyself were

al ways included in those occasions.

At sone point did you cone to perceive that the

rel ati onshi p had changed fromthat of a banker and
borrower or customer to some other sort of relationship?
It had evolved froma straight business relationship to a
friendship with a nutual respect for each other's input
and i deas.

Vll, in'92 and early '93 it had devel oped to the point
that you were prepared to discuss with himyour personal
relationship with your wife, for exanple?

Yes.

Well, the question in this case, it would seemto ne,
Your Honor, is why did you, when M. Hanilton nmade the
offer to pay the Cadillac paynents, why did you accept
that offer?

I have given a lot of thought to that. Initially |
resisted, | said no, as | think | indicated earlier. |
had done a lot for himand with himand he had been very
successful in his endeavors. | knew that the amount was
in his world not a big anmount. I knew there were no
strings attached and | knew that for certainty from our
rel ati onshi p. I knew that he woul d never appear in

front of ne in where | was going and what | was doi ng.
And his insistence was such that it would have been an
PAGE 659
affront to himif | had pursued saying no any harder or
| onger .
Your Honor, did you take that paynment, those car
payrments, as a pay-off, as has been alleged here, for
sonehow reduci ng or inpacting price reduction in
connection with the bowing alley?
I guess the question could be phrased better, was | for
sale to M. Hamlton, and the answer is absolutely not.

MR BULMER  Thank you.

MR TAYLOR  Could we approach for a brief
si de bar?

(Di scussion had off the record.)

CRCSS EXAM NATI ON
BY MR TAYLOR
Cood afternoon, Your Honor.
Cood afternoon.
You testified this nmorning that in your opinion Bill

Ham Iton was a man of integrity. Do you recall that?
CGeneral ly, yes.
Ckay. I's your opinion changed by the fact that when I

subpoenaed himfor deposition two weeks ago, he asserted
a fifth amendnent privil ege?

MR BULMER  nbjection, |ack of foundation.
Does your opinion change in light of the fact --
PAGE 660
GRANT ANDERSQV Cr oss- Tayl or

JUDGE BROAN: Excuse ne. Overrul ed.
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Does your opinion change, Your Honor, in light of the
fact that two weeks ago when | subpoenaed himfor a
deposition, he asserted a fifth anendment privilege

agai nst self incrimnation in order to try to avoid being
deposed?

MR BULMER  (nj ection. Lack of foundation,
hear say. There is no proof in this case that he did
t hat . There is no foundation to show that two weeks ago
-- counsel has no basis to stand here and say in view of
the fact that this happened. He has established no
foundati on for that basis. He is relying on extrinsic
evi dence whi ch has not cone before this panel.

JUDGE BROM. (hjection will be overrul ed.
Does that change your opinion, Your Honor?

No.

Does it change your opinion to know that M. Hanilton is
the subject of a federal grand jury investigation

invol ving federal banking offenses; does that change your
opinion as to his integrity?

MR BULMER  nj ecti on. Lack of foundation
and there is no proof that he is the subject of a grand
jury investigation.

Does that change your opinion as to --

MR BULMER | get a ruling.
PAGE 661

JUDGE BROM: Objection will be overrul ed.
(Continuing By M. Taylor) Does that change your opinion
as to his integrity, Your Honor?

No, it does not.

Does the fact that he is the subject of an investigation
involving violations of 18 U S . E. 1341 nail fraud, does

t hat change your opini on?

I don't even know what U.S. 1843 is.

Does that change your opinion?

No, it does not.

Does the fact that he is involved in investigation of a
conspiracy to do fraud to the United States of America,

does that change your opinion?

MR BULMER  nbjection, lack of foundation.
Where is the proof that he is involved in a conspiracy,
that he is involved? No foundation.

MR TAYLOR | can make the record if | need
to, Your Honor.

Does that change your opi ni on?

JUDGE BROMN:  The objection is overrul ed.
No.

Does it change your opinion to know that Sound Bank is
under review for federal banking of fenses?

No.

I nterest skinmm ng?

PACGE 662

No.

Man of integrity, M. Ham|lton?

Yes.

Very wel | . You testified, Your Honor, before the break

about a conversation you had with accountant MKendri ck,
was it?

Met t er ni k.

That was in early 1994. That's what | wote down.

Yes. Could have been late '93, early '94, but right in
t here.

And you testified that you went there to find out if
gifts were taxabl e?

M. Metternik was ny then or had been ny accountant for a
period of tine. I didn't go for that purpose. I went
for my '93 -- preparation of ny '93 tax return.
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In the course of that conversation, did you discuss

whet her gifts were taxable?

Yes.

You told himthe Cadillac paynents were a gift?

I don't knowif | said Cadillac paynent, but | said, yes,
paynments were a gift.

Ckay.

In ny estimation.

And he told you those gift payments were not taxabl e?
That's what he advi sed

PAGE 663

Ckay. Around the time of your divorce, Your Honor, did
you have a conversation with your w fe about the tax
inplications of the Cadillac?

I don't recall

Didn't she express concern that the paynents were

t axabl e?

Yes, she did express concern, that she was | ooki ng under
every rock at that juncture, yes.

Do you recall this conversation then?

Dol recall it with specificity, no.

When she expressed concern, you didn't respond, well, no
they're not taxable because they are a gift, did you?

I don't recall specifically ny response. | said I'l

take responsibility for them and whatever we resol ved as
to taxes is whatever we resolved with her lawer and in
t he pl eadi ngs

In fact, Your Honor, you agreed to pay any taxes on the
Cadillac; you told her, "I will pay any taxes," didn't
you?

Is that in ny final pleading decree or settlenent

agr eenent ?

I''mjust asking what you renenber, Your Honor

What | remenber is | said | would be responsible for

t hose. There was tal k about taxes and we put in --
what ever the tax | anguage was in the final settlenent is
PAGE 664

what came down, is what was resol ved

And you and your wife were worried about taxable incone
on the Cadillac, quote, com ng back to haunt you, weren't
you?

She was nore concerned than | was.

Ckay. And ultimately you agreed that you woul d accept
liability for taxes on the Cadillac paynment, didn't you?
I don't recall that that's what nmy resolution in ny

di ssol ution says. If you have it, | will readit.
There's a paragraph relative to whose responsi ble for
taxes under what circunstances and that's -- but | can't

tell you what it says
Wiy don't you take a | ook at page 88 of your deposition
pl ease, page 88 line 16

"Were there any other concerns that she, your fornmer
wi fe, expressed about the Cadillac?"

Answer: "Ch, she might -- |'mgoing back right now
-- she m ght have expressed an incone tax concern."

Question: "I'n what respect?"

And you answered: "Wiether there was taxable incone

that coul d have cone back later to haunt you and she
woul d be stuck with a portion of it or not."

Actual ly, | started at the wong place, Your
Honor . Let ne begin again. | shoul d back up one
questi on.
PACE 665

Line 10. "Wen you say take that out of the
equation, how do you mean that?"
Answer : "Just exactly what | said. The Cadillac
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went in at full value in our negotiations or relatively
close thereto, and there was no deduction for any
obligation on the other side, on the debit side of the
deduct side."

Question: "Wre there any other concerns that she
expressed about the Cadillac?"
"Ch, she might -- | amgoing back right now -- she

m ght have expressed an incone tax concern."

"I n what respect?"

Answer: "Whether there was taxable incone that
coul d have cone -- could have cone back |later to haunt
you and she would be stuck with a portion of it."

Question: "What did you say?"

"I think | said -- frankly, | don't fully
remenber . I think | said | will take responsibility for
that someplace in here, if | were to recall, if that were
to come to be."

If you will allowne to read the next one, | said --

Pl ease

I think as | |look at the | anguage here, and we were

| ooking at the | anguage of the settlenent, it is on -- we
ended up, let ne see, |ooking back at the letter. That
PACGE 666

was a letter that reflected that |anguage. There were
negoti ati ons going on and we ended up where we ended up
after the negotiations.

And you' re speaki ng about the part of the decree that
says each party shall bear tax liability?

I think so.
Ckay.
Again, | haven't seen that decree for a while, so --

When you were having this conversation with your wife and
she expressed concerns about incone taxes on the
Cadillac, didn't you tell her you had gone to accountant
McKitrick and he said it's a gift and there's no taxes?

| don't -- | do not recall that. I don't know what | --
I don't recall specifically the conversation

Ckay. Now - -

Met t er ni k.

Metternik, |'msorry. Commi ssi ons, you knew conm ssi ons
were taxable, right?

Yes.

Now, you say in this conversation w th accountant
Metterni k; you previously testified that you had this
conversation wi th accountant |verson?

No, | may have subsequently had a conversation with
Iverson. | had the conversation -- | went back and
looked at nmy '93 return, | see that it had been prepared
PAGE 667

or at least initially started with Mke Metternik.

went to M. lverson for ny '94 return. I had known him

fromthe bow ing alley business. M ke Metterni k passed
away right about tax time in '94, requiring an extension
and a late filing by sonebody who took over his practice
but | had had the discussion with himprior to that.

Now, you recall accountant Iverson's testinony that he
had a conversation with you sonetinme in 1996 after these
events about the Cadillac had begun to cone to |ight and
you went to himand asked himwere these paynents

t axabl e. Do you recall things the sane way as
accountant |verson?

I do not recall the timng on it. | recall the first
one, a conversation, and | may have had a subsequent
conversation with Iverson. I do not specifically recal
the conversation, but |I would think that would be
reasonably accurate.
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Let me change gears.

You testified this norning that you may have had
sone involvenent in the bowing alley sale after Decenber
31, 1992.

Depends on when you say sone invol venent. Ceneral ly,
believe | responded to questions that were posed to ne by
M. Fisher and M. Hoefel, working with them and perhaps
by Kevin |verson
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Per haps you went to a neeting?

And perhaps | did.

Maybe one or two?

Wien you say two, | don't think so. There's one that
appears to be docunented, and | have no i ndependent
recollection of it, but | expect | was there.

Ckay. So you nay have had some conversations, it's
possi bl e; you don't recall one way or the other the
extent of them is that it?

They were nothing that was nmenorable, let's put it that
vay.

Ckay. Did you ever say, | had no invol verent what soever
in the sale after 1992 with the exception of signing some
docunent s? Does that accurately reflect your
recol | ection?

You have to show ne where | said it in here, but is it in
ny deposition sonepl ace?

Vell, | want to know, is that what --

You show nme where you think | said it and 1'Il tell you
if | did, sir. That | probably did, but, you know --
Page 18, line 17. See where it says, "But | had no
participati on whatsoever in the sale after 1992 with the
exception of signing sone docunents."

That's what | said.

Ckay. Was it true?

PAGE 669
As | look, | have no independent recollection, and when
made that statenent, | believed it to be true, | have no

i ndependent recollection of any conversati ons subsequent
tothat time to this day. As | have | ooked at ot her
docunents, | expect that there were sone conversations of
a mninmal nature and perhaps one neeting, but | have no

i ndependent recol |l ection of them and what | said there
believed when | said it.

Ckay. You believe things mght be different nowor is
your nenory different?

When you say "different now," ny nenory is still the
sane, | have no independent recollection

Ckay. Let's tal k about the Surfside. That was the
proj ect down at Ccean Beach?

Ccean Park.

Ccean Park, |'msorry. And that was a hotel or
sonet hi ng that had been turned into tinme shares, is that
a good way to describe it?

No, it was built as a condom ni um conpl ex to begin

wi t h. It changed from strai ght condom ni urs. |
bel i eve the next declaration made it to nonths and the
final declaration nade it to weeks, because it just
didn't market.

Ckay. Now, ultimately, then, changed froma condo to a
time share?

PAGE 670

Yes.

And the estate owned a substantial nunber of tine share
units in the Surfside?

Yes.

And you were working for sone period of time to line up a
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buyer ?

Yes.

You wanted to sell the estate's interest to soneone el se
and get the estate out of the business?

Any way | could do it, yes.

Ckay. And you spent a lot of tinme doing that, working
on that?

Yes.

And you billed the estate for your tinme?

Yes.

And you billed themthousands and thousands of dollars
because it was hard work, |ong work?

Long work, it was long distance, there was staff. You
understand, the titles in many instances were in terrible

shape. M. Hoffman would sell a lot of units on
contract, taking a mninmal down, and the contracts woul d
go sour and he woul d not take time to clean them up. He
woul d just say | have got a lot in inventory, we'll just

| eave them and nove on to the next one. So | spent nuch
tinme at Pacific County Title, working on cleaning up the
PACE 671

titles so | could sell any of themor all of them

And that was all at the expense of the estate?

Yes.

Ckay. And you ultimately sold a | arge nunber of units
to Trend West?
Yes.

And right after that some other people who individually
owned units |learned that you had sold on behal f of the
estate or that you had sold these tine shares to Trend
West ?

Yes.

Ckay.

| believe so.

And you then sold their units to Trend Wst?

Yes.

You were the broker?

Yes.

And you charged them conm ssi ons?

Yes.

$5, 000 a pi ece?

I don't remenber the nunber, sir.

Total of approximtely $45, 000?

That may have been the nunber

But for your work for the estate and for which you billed
the estate, would you have been in a position to

PACGE 672

imredi ately turn around and be their brokers?

I may or may not have

Ckay. These peopl e for whomyou sold units, did you

bill the estate for the tinme you spent working on selling
their units?
I did not. I n our deposition, though, you pointed out,

I can't remenber whether it was three or four hours or
sone little anobunt that did get through on ny tine sheets
which was in fact billed to the estate which shoul d not
have been.

Ckay. It was a m stake?

Yes.

Now, continuing forward with the time shares and the
Surfside, the bowing alley sold Decenber 4, 1992

About six days later did several menbers of your law firm
purchase tine share units fromthe estate through you?
Yes.

About how many?

I"'mgoing to say 20, | nean, it could have been give or
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t ake.

You have tal ked at | ength about the closing that took

pl ace on Decenber 4, 1992?

Yes.

And you testified this nmorning you were in a hurry to get
that $100,000 of Bill Hanmilton's, you were in a hurry to
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get that noney for the estate?

I would say hurry I"'mnot sure is the right word, but,
yes.

Anxi ous?

Anxi ous, yes.

The estate needed the noney?

I thought it was good all the way around. It locked in
the deal, it gave the estate the noney, it was

non-r ef undabl e.

Wiy did the estate need the noney at that time?

At that juncture | was probably talking to the bank about
rel easing the personal guarantee of M. Hoffnman on the
corporations and it was utilized to pay down the
principal on the underlying note and obligation.

Wasn't it just about three weeks later, three weeks after
you received, maybe four weeks, four weeks after you got
M. Hamlton's $100,000, put it in the estate, that you
submitted your fee petition to the estate?

It would have been at the end, first of January or

t her eabout s, yes.

That your fee petition was for just about $100, 0007

Yes.

Is that why you were in a hurry to get the noney from
M. Hanilton for the estate?

No
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But for that nmoney fromM. Ham lton, the estate woul dn't
have been able to pay your fees, would it?

It was a time when it was tine for the gate to close, the
estate to be done and to turn it over clean with the
trustee with an approval by the court and the source of
funds, whether it was that or other sources initially, it
was to pay the bank, to get the release fromthe, as part
of the negotiations for getting the release fromthe, the
partial rel ease.

Don't we know that the estate didn't have any noney and
that's why you had to agree to reduce the amount of the
note instead of witing a check to M. Hanmilton for the
fall cash flow?

Utimately that's what devel oped.

Ri ght around the same tine period?

It was later than that, | believe it was February, March,
we tal ked about that.

Let's talk for a nonent about the fee petition you

submtted to the court. That was in Decenber of 1992
al so, early January?

Yes.

Ckay. You applied for $112,000 in fees?

Yes, sir.

Ckay. You represented that that application for

$112, 000 represented all the attorney time spent on the
PAGE 675

estate. Do you recall that?

If that's what the petition says, then -- | don't have it
in front of ne, but that woul d sound accurate.

In fact, you represented in your affidavit that the total
attorney tinme expended in this matter, total attorney
tine expended in this natter totals 866.12 hours. |
you want, you can |look to Exhibit 4 to your original
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deposition that's up there.

(Pause in the proceedings.)
Can you tell nme where you're | ooking?
I've got it at line 18 on the first page.

Yes.

Ckay. You told the court that was the total attorney
tine you had spent on the matter and you wanted to be
paid, right?

Yes.

The managerent fees that you had been paid all along,
those were tine spent by attorneys such as yoursel f?
Yes.
And you billed at your attorney rate?
Yes.
And M. Hoefel billed his attorney rate and Fi sher and
Robi n Koppe and everybody?
Yes.
When you told the court that the total attorney tinme
PACGE 676
expended on the matter totals 866 hours, did you tell the
court about the hundred odd thousand you had al ready been
paid for attorney fees?
Those were for nanagenent.
MR BULMER  bjection, mscharacterization.
He didn't say he had been paid $100,000 for attorney fees
al r eady.
MR TAYLOR  Managenent fees, call them what
you will.
MR BULMER Call them by the right nane.
JUDGE BROWN:  Go ahead. M. Bul ner, nake
your objection, please.
(Continuing By M. Taylor) Did you tell the court about
the fees your firmhad al ready been paid?

No.
Now, | asked you in your deposition -- we were talking
about the fee application. W were tal king about the

managenent fees and the attorneys' fees, and | asked you
whet her once the court approved your fee petition, did
you reduce the amount you were actually paid by the
anmount you had al ready been paid for the managenent

f ees. Do you recall that?
Yes.

And you told me, yes, you did?
Yes.

PAGE 677

And that wasn't true, was it?

That was -- to the best of ny know edge at the tinme that
was ny recollection. Wien | left that deposition, |
went back to ny old office. The secretary said, you're
right, ny partner canme in and said, no, you' re wong, we
didit this way. W then verified on the books that I
had been wong and you were notified, | believe, the next
day by M. Bulner within a day or two that | was m staken
when | gave that.

Can you show ne correspondence with that notification?

I cannot.

W touched briefly on the issue of signing docunents as
the president of conpanies in 1993. Let's tal k about
Hof f man- St evenson in particul ar. Isn't it true that the
reason you stayed on as president of Hoffman-Stevenson is
because M. Fisher didn't want to be president of

Hof f man- St evenson?

Initially, that's right.

And that's because he wasn't confortabl e signing
docunents on deals that you had negotiated with Bill

Ham lton, isn't it?
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No, | think it was nostly relative to deals, and it could
have included Bill Hamlton, | shouldn't be so quick on
the no, but it did nostly deals done at Surfside relative
to the operation of the restaurant, the tertiary

PACGE 678

treatnent plant, the water. I think that about covers
it. And it could have included the bowing alley.
Well, it did include the bowing alley anong the

docunents he didn't want to sign, right?

In doing his responsibility as a trustee, he wanted to
make sure that | | ooked at themto make sure that they
are what he thought they were and that | thought they

wer e when they had been arrived at.

Didn't he tell you he didn't want to sign themand he

want ed you to sign then?

I don't know that he ever used that |anguage.

In substance?

In substance, he says, |'mwilling to be trustee, |I'm
willing to be attorney for the trustee, I'mwlling to
take all that responsibility; |I want you to stay, | would

like you to stay as president of the corporations.

And to sign the docunents and nake sure that the deals
were the deals that you nade before you went on the
bench?

Yes.

Ckay. You testified about the conversation where

M. Hamilton offered to nmake the gift payments, right?
Yes.

And you resisted strongly?

I resisted.

PACGE 679

You didn't want then?

I woul d say, you know -- when you say | didn't want them
you're putting words in ny nouth. | said | resisted
You said, no, you wouldn't take the paynments?

| said that's not necessary, you don't have to do it,

it's absolutely not necessary. Did | affront himand
say, hell, no, | did not.

But he persisted?

Yes.

Did you continue to say, no, it's not necessary?

To a point, but, obviously, | said yes, ultimately.

Ckay. Wasn't this just a very brief quick conversation
standi ng out on the sidewal k outside the bank?

Ch, | think it was a little nore than that. It could
have taken place out on the sidewalk or in his office
Didn't it go sonmething like, "I want to nmake sone
payrments for you, there's no obligation, | have no reason

to, but I want to nake some," and you said, "Are they a
gift," and he said, "They are a gift," and he said, "You
know, 1"l make some and just quit and I'll let you know
when they're going to be nmade," and you said, "Thank you
very nmuch,” and that was about it, that was literally
about the end of it? |Is that how the conversati on went
or was it nore invol ved?

I think you're reading fromny deposition, if you show ne
PAGE 680

t he page.

I amjust |ooking for what you recall today.

What | recall today was not too dissinilar fromwhat you
said, and that may have been what | said in the

deposi tion.

Ckay. We tal ked briefly about public disclosure forms
t hi s norning.

Yes.

O you tal ked with your counsel ?
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Wien you paid off, allegedly gave M. Hamilton $8, 000
cash to pay himoff, that's because you felt at that

poi nt you owed hi mthe noney?

Yes.

Short-termloan, in effect?

Did I owe himthe noney?

O hi s conpany, whoever.

He said "I paid off your loan" and | paid it back to

hi m | guess if you want to call it a one-day or
one-week loan, | never characterized it or even thought
of it that way. I didn't, frankly, know he had done it
until | got back.

Ckay. Didn't he tell you, "I'lIl pay it off and when you

get back, you pay nme"?

I don't recall that as the conversation

PAGE 681

Now, you tal ked about, well, you didn't get a receipt
because you didn't want to offend M. Ham|lton when this
$8, 000 went back and forth?

Yeah.

This was right around the tinme of your divorce?

Yes.

And you tal ked this norning about you were concerned
about your soon to be ex-wife's |awyers poring through
all your papers?

Yes.

So you wanted to have everything in order?

When you say in order --

You want ed everythi ng docunented so --

I did not want --

MR BULMER  (bjection. The witness should be
allowed to answer the question before he is interrupted
JUDGE BROAWN: Go ahead and answer.

I had comunity funds that were being scrutinized
carefully, all the incone, whether it was salaries,
draws, rents received, and | was accountable for all of

t hose. I had taken the obligation for the Cadillac out
of the community aspect of it, saying | would be
responsi ble for that no matter what happened. |If

M. Hanmilton had taken care of all of it, it wouldn't
have made any difference. As it is, he stopped

PAGE 682

Soneti nes you win, sonetines you | ose. | canme up short
on that one. Was it worth making an issue, no

Didn't you want a receipt in case that aspect of things
was carefully scrutinized?

I guess | never thought of it in terns of needing a
recei pt for that.

Now, you and Bill Hamilton had already tal ked at |ength
I understand, about your divorce, what was happeni ng and
so on and so forth?

When you say at |ength, we discussed aspects of it, yes.
Ckay. And he knew getting this Cadillac situation
changed was inportant to you in your divorce; you tal ked
about it with him didn't you?

About getting it changed?

CGetting it paid off.

Ch, no, | don't think so, not that | recall

Exhi bit 21, please. You testified this morning that
this was prepared expressly for the regul ators?

When you say expressly, | think primarily, yes

And that's because they told you that you coul dn't submt
an agreenent where a cl osing date had al ready passed and
there had been no closing, right?

There's two things, as | think | indicated, | was made
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awar e of . One is that they needed a finished corporate
name as opposed to one that we formed and, two, it could
PAGE 683

not be, the closing date could not have passed

Ckay. But, in your mnd, the deal had already cl osed
by --

When you say closed, we agreed to effective transfer of
possession, but the fornmal closing did not occur unti
after these conditions were net.

So that was transfer of possession, transfer of
managenent, transfer of everything except on paper,
right, by Septenber 19th?

Yes.

Did you feel when you submtted -- when the business and
| ease agreement was subnitted to the |icensing
authorities saying the deal hadn't closed yet and
indicating that things would be transferred in the
future, did you feel that that was all i sl eadi ng?

In my mnd, no. Al of the noney except for the
managenent, and you can say whether it was good or bad
nmanagenent perhaps, but was all still in Pacific Lane's
control and checkbook, and if things didn't work out, he
woul d have just -- it would have just been down the road

and busi ness as usual and we woul d have been right in the
same place we were in. This is one of their requirenents
and we conplied with that requirenent to get the
transaction finished.

And they want to know when a deal closes, don't they,
PAGE 684

ganbl ing authorities and liquor authorities?

It comes up all the tinme, it's a chicken and an egg thing
in the business. | nean, nost or a good portion of the
value is in those licenses and the ability to have them
for the new owners.

Let me change gears briefly. You indicated this morning
you t hought you reviewed the Code of Judicial Conduct to
deternmine that it was okay to stay on as president?
That's ny recollection, that | had that understanding.
You got that understanding fromreadi ng the code?

At this juncture, | don't have an independent
recol |l ection of precisely what | did, whether | read the
code, whether | went to a judicial school and had it gone

t hr ough. I would say, yes, | looked at it, |'msure
did that.

You testified this nmorning that you read the code, |'m
sure?

Yes.

I want to understand that.

I"'msure | did.

And you concluded that it was okay to stay on as

presi dent ?

I don't recall the I anguage, but said something about a
reasonable time to wap up affairs of estates

Al right. Did you ever look at the code to see if it
PAGE 685
was acceptable to take $800 a nonth fromBill HamIton?

| cannot recall that | did.
I want to conclude, Your Honor, with kind of the focus of

this case, the deal. You and Bobby Wite, | think it
was Bobby Wite, bow ing alley night nanager?

Billy Wite.

Billy Wiite, |'msorry. Testified about an owners

banquet that occurred on August 4th of 1992, SeaFair
weekend

| don't recall the weekend. He's the one that recalled
t hat .
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Early August 1992.

M/ menory is it was prior to the bow ing season and
that's all | can --

In that time frame?

Sonet i ne.

Al right. Bill Ham|ton was announced as the owner of
the facility at that neeting?

I introduced himas the person who woul d be taking over
at that neeting. Wether | used the word owner or he
woul d be the person responsible, | can't tell you the
exact |anguage that | used, but | did introduce him at
that time, yes

Vll, | just want to be clear. D d you say he was the
owner ?

PAGE 686

| don't know, sir.

Did you believe then he was the owner in early August?
No, | did not.

Al right. You testified this nmorning that the fal
cash flow going to M. Hanm lton was what you called a
deal point?

Yes.

And you said a deal point is a, quote, nake or break
point, right?

Yes.

So this cash flow was central ?

Yes.

Critical to the deal ?

As | reflect onit, yes, it was.

Didn't you tell us Mnday, though, when you testified
that this cash flow agreenment was sonething nore like a
chandelier in a house and, well, gee, you thought you
m ght get the chandelier, but you go in the house after
you bought it and the chandelier is gone?

I might have used that analogy; in fact, | did use that
anal ogy now that | think about it.
Vell, which was it, was it a deal point, make or break

or was it a chandelier in a house you buy?
No, it was a deal point.
Exhi bit 21, please.

PACE 687
That's where we're at, | believe
Ckay. I think we established, and |'mnot going to beat

a dead horse, | think we established that Exhibit 21 does
not say anything about any cash fl ow agreenent, does it?
No, it does not.

You told us Monday, though, that Exhibit 21 accurately
refl ected the essence of your agreenent. Do you recal

t hat ?

No, | think you have the wong docunent. I think | nade
t hat statement about Exhibit 20, sir.

Exhi bit 20, all right. You're not saying that the cash
fl ow agreenent appears in Exhibit 20, are you?

No. It does have a close by Septenber 1, which had been
one of the negotiated itens going back fromthe draft,
whi ch was Exhi bit 19, and specific changes.

Vell, let me ask you point-bl ank. Exhi bit 20, the
essence of your agreenent, does it say Bill Hamilton's
entitled to cash fl ow as of Septenber 1?

No, it does not.

Did Exhibit 20 accurately reflect the essence of your
agr eenment ?

Wien you say the essence and the understanding, the
essence, as | determned it, was the corporation had not
been forned but it had the terms, it had the option
arrangenent, it had the closing date, it had the
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conditions. That was the essence of the agreement.

But it didn't have the nmake or break point, did it, Your
Honor ?

Wll, it didin terns of Septenber 1, 1992. Maybe it
was inarticulately put down, but that was the essence

Let ne see if | understand the essence of this dea

t hen. At close he was supposed to pay -- now we are
novi ng forward past Septenber 1 and we haven't closed

At close he was supposed to pay $50,000 for the bow ing
all ey operation, right, and sign a note for 250?

Ckay, for the operation. He actual |y paid 100, 000, they
all went together. You didn't do it in parts, it al

went together, sir.

Vell, he didn't buy the bowing alley building?

No, but he bought the |ease and the option which he
signed the | ease before the closing actually.

Ckay. Let me see if | understand this. Wet her he was
going to pay $50,000 in cash for the operation or 50 for
the operation and 50 for the option, by then it was a
situation where, as | understand the deal, and you tel

ne if this was right, he was going to hand you $100, 000
and you were going to turn around and hand hi m $100, 000
he'd end up with the bowing alley operation, right?

I had no idea what he would end up with. He was entitled
to the cash flow or whatever the operati onal nmoney was
PAGE 689

for Septenber 1st forward as a cyclical part of the kitty
in the business.

And you knew fromyour three years running the estate
about how nmuch noney was going to be generated during
that fall cash flow period, didn't you?

| probably had an idea, yes.

So, again, the deal was in essence he hands you $100, 000
you hand hi m $100, 000, and he gets the bowing alley
operation; is that a fair summary of it?

That's not a fair summary.

Did it happen sone different way?

I did not know where the cash adjustnents were, that was
all his noney, because the deal was effective Septenber
1st. He paid $100, 000, which | believe was fromhis
line of credit or borrowed or sonepl ace. Then t he
transacti on conpl et ed. Now, if he would have paid ne
the $100, 000 on Septenber 1st, if the conditions had been
met, the bowing or the estate got the sanme deal that

t hey woul d have gotten. They had a price and it was
date specific for a mllion dollars with $100, 000 down.
Now, where that went in the line didn't make any -- if he
had -- if we use your assunption, he would have gotten it
but he would have gotten it at a point where it was al
downhi Il fromthere and he woul d have had to punp in

anot her hundred, using round nunbers, hundred thousand to
PAGE 690

cover the |l osses that were coming up, which he ultinmately
did for the off season if you want to call it that.

Turn to Exhibit 19, please, third page. You were the
personal representative of the estate?

Yes.

Responsible for the estate's assets?

Yes.

M. Hof fman had gi ven you that position of trust?

Yes.

And you accepted that?

Yes.

Al right. You testified this norning, if we |ook at
paragraph A, that you were the one that crossed out in
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the deal the requirement that before the deal closes
soneone goes out to get an appraisal to substantiate the
agr eed-upon price, you crossed that out?

I think | physically crossed that out after our

negoti ation, yes.

And that no | onger became a part of the deal, deal point
or any part el se?

That's right.
MR TAYLOR | have nothing further
111
111
Iy
PACGE 691

REDI RECT EXAM NATI ON
BY MR BULMER
You're aware, aren't you, that governnment agencies can
i nvestigate anybody they want to?
Yes.
Are you aware that government agencies investigate people
all the time and it doesn't mean they are either crooked
or di shonest?
Yes.
Even the Judi cial Conduct Conmi ssion conducts
investigations of people which doesn't nean that they are
bad?
Yes.
Are you prone to judge people's integrity based on facts
that are ultinmately determ ned by an adjudicative process
or by the fact that sonmeone has triggered an
i nvestigation?
| amsorry, | lost --
Do you reach a concl usi on about soneone's integrity just
because they are under investigation?
No. Their integrity is established. |t depends on
whet her you are tal king of sonebody on the outside or
sonebody | have dealt with. If | have dealt with them
I judge themon ny rel ati onshi ps and t he under st andi ngs
and what | have seen and observed in them not what
PACGE 692
sonebody el se cl ai ns.
Turn to Exhibit 21. Do you have that, Your Honor?
Yes.
Turning to paragraph 13 of that exhibit, that's page
what ever.

Page 3.

Ckay. Do you see that?
Yes.

Do you see paragraph 13.a.?
Yes.

What's required under 13.a. for this deal to go through?
There's the city licenses and a bunch of minor |icenses
but the two critical licenses are the ganbling |icense
and the liquor |icense because that generates a good
portion of the revenue for the business.

What woul d have happened to this deal if the ganbling or
liquor licenses could not be obtained?

The deal woul d have fli pped.

And who woul d have gotten the benefit of the cash flowif
the deal had flipped?

The Pacific Lanes.

But the deal didn't flip?

The deal did not flip.

Because the contingency was net?

Because the contingency was net.

PAGE 693

You sold at the end of '92 some units to various nenbers
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of -- time share units to various persons and friends you
knew?
Yes.
How nmuch were those per unit?
A thousand dol | ars.
What ki nd of value had been established per unit by Trend
West ?
Trend West was quite a bit |ess, because they were
whol esal ed in whol e blocks. | had a nunber of, say,
spread- around m scel | aneous units. The price of selling
tine shares is extrenely high. I had negotiated with
another, | think it was Pacific Resorts or | can't
renmenber, sone other tinme share business. They of fered
ne 500, 550 a week, and | think | got themup to about
800 a week. I''mnot exactly accurate. And that was
all they would take, all | had for 800 a week. And
think I sold them 140, 50 |ast weeks except for the 20
sold to ny friends for a thousand doll ars. Yes, that's
right.
That thousand dollars went to the estate?
Yes.
And if you had sold themoff as a package to this other
conpany, the estate woul d have gotten $8007?
Yes.
PAGE 694
Did you take any conm ssions from any of those?
No. No, those were net of closing costs and everything
MR BULMER | have nothing further
JUDGE BROMN:  Any ot her questions on recross?
MR TAYLOR  Nothing further, Your Honor
JUDGE BROMW:  All right. Does any nenber of
t he Commi ssion have a question for the witness? Mss
Reynol ds.

EXAM NATI ON

BY MB. REYNOLDS
Earlier in your testinmony you made a distinction between
what you called a closing for transactional purposes on
Sept enber 1st and a closing for fornal purposes when the
Ii censes were approved. Can you el aborate on this
di stinction between a closing for transacti onal purposes
versus formal purposes?
I"'mnot sure | was using the right words. It was for
all relative purposes he took over possession and the
right to all pluses and ninuses as of Septenber 1st was
the deal . The closing, it could have been Decenber 4th
it could have been Cctober, could have been Novenber,
whenever the |icenses were approved and the other
condi tions were net. It just happened it was Decenber
4t h. At that tine the docunents were signed and the
PAGE 695
estate got the $100, 000. That's the formal signing of
the option, the bill of sale, receiving the funds, that
is the formal cl osing.
I"'mused to thinking of closing as being closing and --
Yes, but in the real world out there sonetines there's a
closing and there's an adj ustnment peri od. And, again
it depends again what the deal is. There's a | ot of
times peopl e take over an operation at one point and
there's a nunber of conditions that don't get met unti
sonepl ace down the road and there's adjustnents back to
make the deal whatever it was

It's not |ike buying a house. And it often works
the other way, too, you know, when you close, you close
and one noves out and the other noves in, but maybe
sonebody stays in as a renter and so you end up paying
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rent back. I"'mnot sure that's quite the right anal ogy,
but transactions are all different in the real world.
Ckay. Thank you.

EXAM NATI ON
BY Ms. CAVER
I just want to get clear in ny mnd. In paying off the
final paynent on the car --
Yes.
-- was this because as a result of a conversation with
PAGE 696

M. Hamlton, excuse ne, who stated that he did not want
to get involved with the divorce?

Initially, yes

The initial conversation?

The initial conversation was that - whether it was a
reason or excuse - but that's what he indicated, yes.

He said, | know your wife, |I know you, time to call an
end.
Did you not state -- | nean, earlier he said it was a

gift and you recognized it as a gift in paying for the
car?

Yes, but there was no time |ine

Wiy did you feel you had to pay himthat final paynent?
Because he said --

Did it become a |loan then in your estination?

I had a loan to the bank and he had been maki ng paynents,
and up to that juncture he said | am-- because of your
marital or break-up of your marital relationship, | think
it's tine | cease nmaki ng the paynents. And | said

fine, thank you, it's been very much appreciated, or
words to that effect.

But then at that point --

At that point | said | will take care of it when | get

back fromArizona, |1'll pay it off when | get back from
Ari zona. Wien | got back, he said, "I paidit," | said,
PAGE 697

"Ckay, here's the noney."

Thank you.

Whether | paid it to himor to the bank, it would have
nmade no difference.
Thank you.

EXAM NATI ON
BY MB. BRI GHTON
Judge, | didn't get the dates on your being a judge for
Fircrest. Was this part tinme or pro ten?
Part tine.
It was part tinme, and how |l ong did you act in that
capacity, up to the time you were sworn in?
Yes. Fifteen years, | think
That was until January of '93?
' 78 probably through Decenber until the end of the year
and | amsure they started sonebody at the first of the
year, give or take a week.
And what was the date of the final sale on the Surfside
units taken by Trend West, when did you conplete that?

There were a nunber of sales to Trend Wést. They
ultimately bought a total of 25 full units and they
started out with -- it was over a series. Sone of them

were open and clean and available initially, sone of them
over a period of time | had to trade out, sone of them
PACGE 698

that had three or four or five weeks out of them if |
coul d trade those weeks into other units that were
already m xed or partially sold to clean themup, | did
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and when | did that, then they woul d buy them

When were you through with that, when was that out of
your hands and into the trust or wherever it went, when
did you finalize the last involvenent with Surfside?

The last invol venent woul d have been -- the final one was
-- Trend West took all of the big units, that was the

bi g block. Then what | was left with was a | ot of single
units, single weeks that were within this 48 weeks in

each unit. Frankly, | closed those up right at the end
of '92.

Ckay.

At the end of the year you had to file a whole new public
di scl osure statenent, you had to have special |icensing

peopl e on board and | ooking at the next year, you were

| ooking at a whol e substantial capital outlay again just
to maintain any sales efforts which were not very
fruitful.

Coul d we go back to you had stated that you had | earned
sonewhere that you could act for a reasonabl e amount or
you stated what you felt was a reasonabl e anmount of tinme

as president after being sworn in. D d you nake any
attenpt at all, and | mght be beating a dead horse here
PAGE 699

did you make any attenpt at all to find out what was
consi dered reasonabl e, naybe from sonmeone that had been
on the bench for a while, or did you just have no doubt
in your mnd at all that you could do this as |ong as you
felt was necessary?

I don't knowthat | could doit as long as | felt was
necessary. It was ny judgnent on reasonable -- what
amgoing to tell youl can't give a time or a place. I
believe | had a conversation with perhaps sonebody from
the Commi ssion or staff at a judicial conference or at a
judicial training in Aynpia which all new judges go
through relative to that also, and, as is typical, there
was no definitive answer.

And just one |ast question. Did your relationship with
M. Ham | ton change after you went on the bench or has it
remai ned the sane say up to this point?

It changed in that what | told himhas been acconplished

I do not troubl eshoot, if that's the right word, | do not
review his transactions. Do | know what sone of them
are, yes, we're friends and we're still friends

M5. BRI GHTON: Thank you, Judge Anderson

EXAM NATI ON
BY MR CLARKE
Judge Anderson, just a couple of clarifying questions
PAGE 700
On the sale to Trend West, that was apparently a bl ock
that was sold to them 25 units?
Trend West initially was brought to me very early on
They | ooked at the project. They did not have need for
that much inventory. They, frankly, didn't |ike what

they saw, they passed. I went through several tries at
hiring people to nmarket them to see if | could nove them
one way or the other. And |, frankly, | was getting at

the end of ny rope because the expenses were continui ng
on, the annual naintenance fees, getting themup and

payi ng t he taxes. The cost of the sales programis
horrendous in time share operations. And | went out and
recontacted them if you will, brought them back, and at

that tinme they had a greater need for inventory, they

| ooked and saw that inprovenents had been made, that it
was perhaps not going to slide into the ocean, and | went
down and made a deal with them And | can't renenber the
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deal at this point, but we negotiated and they said,
we'll pay you X thousand dol | ars per one-bedroomunit or
X thousand dol | ars per two-bedroomunit for the whole
all clean units

| took it that was in '92, though, sonetinme it sounds

li ke, maybe not?

| probably started a little earlier than that.

Ckay. But they eventually, whenever that |ast sale, it
PAGE 701

sounds like it was a block deal, you sold them whatever
nunber, 25 or whatever?

Yeah, | think they ultinmately ended up owning 25 ful
units.

And the noney fromthat deal, we are trying to get to
this, the money fromthat deal canme back into the estate?
Yes.

Because the trust hadn't been set up?

That's right.
How much was that, do we know?
At this juncture, no, | do not. And I don't mean to

avoi d you, but you're going back five, six, seven years,
and | just don't know

Counsel asked you sone questions about fees and your firm
charged sone | egal fees and then, in addition to that,
there were these nmanagenent fees that you tal ked about.
Yes.

And, ultinately, what we have come to the conclusion is
that the two of those added up to 200-pl us thousand
dol | ars?

In that range, yes.

Ckay. Were there outside vendors that assisted your |aw
firmwith the estate, and |I'mtal ki ng about other |aw
firms, were there law firns enpl oyed?

The only one that was enpl oyed was Ei senhower, Carl son
PAGE 702

which | enployed to do the federal estate tax return
because | thought that was beyond ny area of expertise
That was going to be ny exact -- did they do the 706, the
estate tax?

If that is a federal estate tax return, yes, sir.

And did they do the incone tax returns for the estate?

I don't believe so. They may have initially, but | don't
believe so. | think they were done by - | can't pull a
name - it was George Fisher. George Fisher was a fornmer
partner in Knight, Vale & G egory who did the returns for
t he busi nesses, and when he retired, he stayed -- the
only account he kept was M. Hoffman's account on a
personal basis

Ckay. So we had an accountant ?

Yes.

Do you know what the cost was for the estate tax return
the 706, what you were charged?

I do not.

Just a background questi on. After M. Hamlton left the
bank, he apparently was officing literally next door?
Yes.

And was he sharing space with M. Frind, the accountant?
No

Were they in the same physical |ocation?

No, mles apart.

PAGE 703

W had sone testinmony about the fax nunber, he said he
was officing there for a short time, at the top it said
Gary Frind & Associ ates. Maybe | m sunder st ood

I don't remenber the document. I think that was Frind
faxing to him
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He didn't office with that accountant?

Ch, no, they were literally mles apart.

Ckay. When you said you were elected in Septenber of
'92s, was it a two-person race?

Yes.

And so whoever won in md-Septenber --

Whoever won won.

So you had the fortune, | guess, of having about a
three-nmonth | ook at getting out of the practice before
you took the bench?

Yes.

Fortune in the sense of having time?

Havi ng nore tine than not.

And one last thing, and this is a clean-up detail, but on
our tine line up here it says Decenber 9th, '92, the
collateral, the note that goes to the bank as collateral
I think somebody pointed out to us on Exhibit 113
there's a receipt. | hope it's in your book as well

It looks like it's a receipt by the bank for the

prom ssory note, the $250,000 prom ssory note and it
PAGE 704

looks like it's dated 12-24. Was that the date that you
actual ly gave the note to the bank?

| don't recall that | personally ever took the note down,
whether it was Ms. Pagni or Janet N mck or whether it
was ny secretary or whether it was sonebody that worked
for me. I don't recall ever going face-to-face -- ny
conversations with the bank were tel ephone and sendi ng
docunents back and forth, to the best of my recollection
And it may be insignificant, but woul d you have dropped
it off at the bank when you were in on Christnmas Eve to
sign the papers on the car |oan?

No, totally different banks.

Totally different bank?

Total ly.

This is First Interstate and the other one was Sound?
Yes, First Interstate and Sound is in Lakewood.

EXAM NATI ON

BY JUDGE DONCHUE
The question that | had really is for clarification
pur poses. There is a dispute and sone of our attention
needs to be focused on the nanagenent fees that were
recei ved over a period of tinme. M/ under st andi ng of
your testinony is that that was a fixed amount that was
charged agai nst on the basis of tine earned?
PAGE 705
Yes.
And those tinme records were kept both for |egal services
provi ded and al so agai nst for managenent services
provi ded?
Yes, as have been nmade avail abl e, yes
Ckay. Thank you.

M. BRIGHTON: | forgot | had one nore
question because | just can't get -- | just don't
under stand this.

EXAM NATI ON
BY MS. BRI GHTON
Yesterday the accountant testified that the rent had been
$1200 a nonth and that it had been --
$12, 000
Excuse ne, $12,000, and it had been established before he
started with the books, he didn't know where that canme
from he didn't know why that had been changed to the
6. He was told to do it, but he didn't know what
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initiated --
The $12,000 figure was, to the best of ny know edge,
establ i shed by Knight, Vale & Gregory before | was ever
invol ved, for tax purposes of between the estates, excuse
ne, between the corporations. I didn't, frankly,
realize until M. lverson testified yesterday that it was
PAGE 706
a book entry by the accountant and there was never a
check witten that went back and forth. The $6, 000 was
negoti ated reasonable real rent as opposed to a tax entry
rent that had been taking pl ace before. They were both
cash flow nunbers. $9, 000 being the $3,000 payment plus
$6, 000 paynent were terns that were acceptable to
M. Hamlton and were acceptable to ne on behal f of the
estate as covering what woul d be equival ent of interest
and paynents, adequate paynents to nake the -- and they
were net, they were truly net paynments with no expenses
attached peri od
Thank you.

JUDGE BROM:  Any ot her questions fromthe
Commi ssion? M. Bulner, did you wish to ask any
foll owup questions?

MR BULMER  Just a couple, Your Honor

FURTHER REDI RECT EXAM NATI ON
BY MR BULMER
A coupl e thing on Surfside. There were ot her things
going on at Surfside other than just the tine shares,
correct?
Yes.
In fact, Surfside remained in the estate and got
transferred to the trust?
PAGE 707
GRANT ANDERSQV Furt her Redirect - Bul ner
Yes. What | cleaned up at Surfside were the time share
units. In addition to those tine share units, there was
anot her building that housed a restaurant, sw nm ng pool
primarily that was it, and a |lot of wasted space. And
there was a chunk of |and that was under that and there
was anot her chunk of | and beyond that, but those are just
pi eces of land, those were transferred to the trust.
There were sone enpty |ots?
And sone enpty |ots.
And were there al so some ongoing responsibilities in
connection with Surfside because the estate or trust was
basically still nmanagi ng the condom ni un®?
At that point the Surfside -- once all of the estate
interests in the time shares had been sold, the only
overl apping interest would have been in the water, which
ultimately ended up going fromthe honeowners
associ ation, but the pool and the tertiary treatment
pl ant.
Were those matters taken care of after you left the
involvenent with the estate, as far as you know, whatever
happened to then?
Yes, well, they had been resolved so that when M. Fisher
got them everything was clean and in place and he had a
mar ket abl e product that was ready to go out and be
mar ket ed wi t hout a whol e bunch of contingencies on it.
PAGE 708
Thi s managenent fee has becone an issue in this case
sonehow. The nmoney was pull ed out each nonth fromthe
various corporations, that's clearly been established
here, at |east sone conbi nation of corporations?
Yes.
And that established a pool, correct?
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Yes.

And, meanwhil e, you were keepi ng managenent fee hours and
total s on managemnent fees?

Yes.

And al so sinultaneously you were accunul ating | egal fees?
Yes.

I think you m sspoke, but you believe the nmanagenent pool
of funds were being paid -- were being used to pay off
your legal fees or were they being paid --

No, no, they were used to pay off the nanagenent fees or
managenent hours that were kept.

Al right.

O reported, | believe is what happened. If | said
sonething different, | was --

That's your belief as to what happened?

Yes.

Al right. And the managenent fees, when it came tinme

to close down the estate then, you applied for |egal fees
at that point?
PAGE 709
Yes.
Managenent fees you have | earned after your deposition
were being paid out of this nmanagenent fund?
Yes. That fund was roughly equivalent to the salary,
which I think was 33 or $36,000 a year, that M. Hoffnan
had been taking out of those corporations for his
managenent .
Ckay. Thank you.

JUDGE BROMN. M. Tayl or.

RECROSS EXAM NATI ON
BY MR TAYLOR
Isn't it true that the work that was being billed as
managenent fees and paid on an ongoi ng basis was the sane
ki nd of work that was being billed as attorney fees and
collected at the end of the estate?
No, it was different. It was kept in two different
books. There was some -- sonetimes it's hard to
exqui sitely define one or the other and, very frankly,
t he bookkeeper or ny secretary, whoever took ny tine
sheets, woul d nake judgnents over whether this was
managenent type work or estate type work when she woul d
put it on one tine sheet or the other, but they were kept
t hat way.
Vell, let ne ask you about that. For exanpl e, under
PAGE 710
attorneys' fees for tinekeeper 3, 6/30/89 we have
di scussion with D ane Daily on regarding receipt of

addi tional responses to neeting and photo. Then i f we
turn to the nanagenent fees, we have preparation of
checks and paynent of monthly bills. W go back and we
see the same kind of paynent of nonthly paynents of
attorney fees. Was there really any distinction or

weren't you just paying yourself on an ongoi ng basis and
saving the rest up?

No, there was a valid attenpt in nmaeking a distinction

We were not double timng and putting themon one or the
ot her. Sonetines we night split themif in their
judgrment they could go either direction, but there was a
valid attenpt to distinguish between nanagenent and
estate type business. The managenent fees were deducted
on an ongoi ng basis fromthe corporate tax returns. The
attorneys' fees fromthe estate were not, as | ultinately
understood, not paid until after they had been approved
by the court in January of '93

Ckay. Your Honor, | amnot suggesting you're doubling
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timng the nanagerment and attorney fees.
I have nothing further.
JUDGE BROMN: Excuse ne, M. Witrock has a
questi on.
Iy
PAGE 711
EXAM NATI ON
BY MR WH TROCK:
Was there a golf course connected to the Surfside

property?

Yes.

Was that part of the estate?

No, it's not owned by the estate. It's a public golf
cour se. I, frankly, as part of the estate even
negotiated with some other folks to | ease that because it
came up for |lease during that period of operation. | had

two or three buyers of Japanese extraction that flew over
and were interested in buying, but they were only
interested in buying if they could own or control the
gol f course and --
I thought | renenbered it being there. | was curious who
owned it.
It is there. And | picked themup at the airport and
brought themup or they nade their way there and they
|l ooked it all over and, frankly, it would have been
wonderful, but | couldn't deliver that portion which was
key to their deal breaker for them

JUDGE BROM:  Any ot her questions fromthe
Commi ssion? Any other followup fromeither counsel on
that ?

MR BULMER: No, Your Honor.
PACE 712

MR TAYLOR. No, Your Honor.

JUDGE BROAWN:  All right. Thank you very
much, Your Honor. You nay step down.

JUDGE ANDERSON:  Thank you, sir.

MR BULMER W rest, Your Honor.

MR TAYLOR No rebuttal, Your Honor.

JUDGE BROMW:  All right. It's now 3: 15.
W' Il recess for the day at this tinme and final argunents
will begin at 9 a.m tonorrow.

Anyt hing further?

MR BULMER  No, Your Honor.

MR TAYLOR  No.

(Wher eupon, the proceedi ngs were adjourned at

3:15 p.m)
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JUDGE BROMN.  Good nor ni ng.
For the record, if the comm ssion nenbers woul d
identify thensel ves by name this norning.
M5. BRI GHTON:  Dal e Brighton.
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MS. CAVER  Vivian Caver.

JUDGE DONCHUE: M chael Donahue.

MR CLARKE: Harold d arke.

JUDGE SCHULTHEI'S: John Schul t hei s.

M5. REYNOLDS: Nora Reynol ds

MR VWH TROCK: Todd Wi trock

JUDGE BROWN: M. Wiitrock, under the
rules, in order for a comm ssion nmenber to
participate in the deliberations when a nenber has
m ssed a portion of the testinony, they need to

have -- or, excuse me, they need to read the record.
Have you been able to do that?
MR WH TROCK: Yes. | received this |ast

ni ght about 6:30 and spent the evening reading
through it, and | amready now to nake deci si ons.
JUDGE BROM:  You' ve read the transcript
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for the entire portion of the hearing that you
m ssed?

MR WH TROCK:  Yes.

JUDGE BROMN.  Ms. Reynol ds?

M5. REYNOLDS: [I'd like to say that |
have al so conpleted that up to the point where | cane
in, and past.

JUDGE BROAN: Al right. Does either
counsel have any objection to Conm ssion Menber
Reynol ds or Conmi ssion Menber Witrock participating
in the deliberations of this case?

MR TAYLOR No, Your Honor.

MR BULMER  No, Your Honor. Andit's ny
under st andi ng that absent a tie vote or soret hing,

M. Dallaire will not be participating, then, at this
poi nt ?

JUDGE BROAN: At this point, M. Dallaire
is not participating.

MR BULMER  Thank you. | understand
he's in reserve

JUDGE BROMN.  Anything further fromthe

nenber s?
Al right. The commission is ready for fina
argument. | believe I'll nmove over to the jury box

so it can be listened to by everyone equally.

FOOT OF PAGE 719

©oO~NOOOSWNPRF

MR TAYLOR Ladies and gentlemen of the
commission, in ny remarks this norning, | first want
to make sone brief introductory renmarks about
Canon 2, public confidence, and a Cadillac. Second,

I want to tal k about the evidence: How do we sort
through what we saw, what we heard, what we read, and

what do we learn fromit when we do? Third, | want
to talk about credibility and fal se testinony
charges. And, finally, | want to tal k about the

appropriate discipline

Let me turn to Canon 2. Wiat does it nean; why
are we here? Canon 2 of the Code of Judicial Conduct
speaks of the need for public confidence in the
integrity of the judiciary. It says that a judge
must conply with the law at all tines and at al
tinmes act in a manner that pronotes public confidence
inthe integrity of the judiciary.

Wiy does Canon 2 say that; why do we even have
it? Well, | submt to you the reason is that judges
district court judges, superior court judges
appel l ate court judges, are every day trusted with
the nmost inportant decisions in people's |ives.

Every day those judges deci de who gets custody
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of this child, Momor Dad. Every day they decide, is
soneone going to lose their house in a foreclosure.
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They deci de between prison and probation. They make
decisions affecting people's life savings. Every day
j udges nake countl ess decisions that have an enor nous
impact on the lives of the people who are before
them

And the wonderful thing about our systemis, it
works. It works because people take it as an article
of faith. Qur systemtakes it as an article of
faith. The judges deciding cases are a paragon of
integrity and honesty. In the public's eye, that
bl ack robe neans a great deal. It neans trust.

But the systemonly works if we work constantly
to maintain the public's faith in the judiciary,
because if the public loses faith in the judiciary,
the system breaks down. They will no |onger take a
judge's word. They will resolve it their own way.
That's what the judiciary is designed to avoid.

Thi s conm ssion, you |adies and gentlenen, play
a vital role in ensuring that our system doesn't
break down where, as here, there are serious
violations of the Code of Judicial Conduct. It
becones your job, as | said in opening statenent, to
hol d Judge Anderson account abl e.

Before | address the particulars of the evidence
and the appropriate sanction, there's one other thing
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I think is inportant as far as the public and its
perception of the judiciary. | have a lot of respect
for M. Bulmer, but he nade a point in opening
statement that | think is wong, as wong as wong
can be. He tried to downplay the significance of the
Cadillac. He said, "Ch, it's just a car, just a car
You' Il see through this Cadillac issue.”

| submit to you that a Cadillac is not just a
car. It's a car worth $37,000. Bill Hamlton paid
$30, 000 on Judge Anderson's behalf. Well, naybe to
sone of the people in this room a car worth $37, 000
and $30,000 in cash to the judge, maybe to sone of
the people in this roomthat's no big deal. But the
people in this roomaren't the test. Wen you view
the evidence, you have to filter it through the eyes
of the public, because we're trying to maintain the
public's trust in the judiciary.

| submit to you that for sonmeone who rides the
bus to work every day, a Cadillac is a big deal. And
to sonmeone who rides a bus when they're sunmoned to
jury duty in Judge Anderson's courtroom that
Cadillac is a big deal. $30,000 for a |ot of people
in this country, a lot of people inthis state
that's a year's salary. 30,000 tax free, that's
$40,000. That's even nore people's salary. And
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that's what Judge Anderson got fromBill Hamlton
$30,000 is enough to put a kid through four years of
a state university if you're frugal

Don't for a mnute | et anyone tell you or even
suggest that we're here over sonething trivial or
that it's no big deal or it's just a car, because
that's wong. Nothing could be further fromthe
truth.

Let me turn now to why we're here. What really
happened? You've heard a lot testinony, not all of
it consistent, where sonme w tnesses said one thing
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when t hey spoke and anot her thing when they spoke a

few minutes later and still sonething different a few
mnutes after that.
W' ve had a | ot of docunents. | mght point

out, though, that those docurents, they don't vary,
they don't change. What do those docunents tell us?
A consistent, unbroken story. They tell us what
happened.

| submit to you that the evidence shows by
cl ear, cogent and convincing evidence, if not by a
stronger standard, that the Cadillac payments were
linked to the bowing alley price adjustrment. There
was a quid pro quo between the reduction in the price
and the $30,000 that basically went into Judge
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Anderson's pocket. These paynents were not a gift.

If you find that these paynents were not a gift,
you must al so find that Judge Anderson engaged in
egregi ous m sconduct because, let's not forget, these
paynments started after he donned the robe, and every
nmonth while sitting as a superior court judge for
two- and-a-hal f years, he got $800, $800, $800

Judge Anderson was a fiduciary as the president
of Pacific Lanes. He owed it the highest duty of
loyalty and honesty. As a part of being a fiduciary,
we all know you can't engage in self-dealing at the
expense of your client or at the expense of the
conpany for which you're the president. A fiduciary
or anybody else can't profit individually at the
expense of their conpany or at the expense of soneone
to whomthey owe the highest duty of |oyalty, honesty
and integrity.

Wiat do the facts show? A price reduction of
$92,000. Pacific Lanes received $92,000, |ess than
all the agreenents, all the docunents, required
250, 000? No, that note was reduced by $92, 000

What do the facts al so show? $30,000 in
paynments to Judge Anderson individually, 30,000 in
payrments by the very conpany to which he gave the
price reduction
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Was there a link between the Cadillac payments
and the price reduction? This is a conplicated case,
and the only way I know how to work through a case
like this and the evidence is with a tinme |ine
because once we put the evidence into tine franes, it
becones very clear, and tragically clear, just what
happened in this case

In opening statement, | used this time |line and
I told you that the evidence would be consistent with
this time line and | told you, "Hold ne accountabl e
for what |I'msaying to you. Hold me accountable for
the evidence that | promse to present." Ladies and
gentlemen, | submt to you, as | said in opening
statenent, the evidence is 100 percent consistent
with what | said it woul d show.

This is something | prepared this nmorning. It's
atime line, and |1've broken it into three real ns.
First, the period prior to January 8th. Wy did
pi ck January 8th? Because we know within a day or so
that that's the day the Cadill ac paynment offer was
made and accepted. Maybe it's January 9th, naybe
it's the 7th, maybe it's the 10th, but it really
doesn't nmatter one day or another. That's the first
break point.

The second break point | |abeled "scrutiny," and
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that's about 1996, when someone started nosing into
what had happened here and, according to Kevin
Iverson at |east, Judge Anderson cane in and said
here, "Hey, what do | do with these Cadillac
payrments? G ft, PACs, commi ssion?"

But, renenber, Judge Anderson changed his story.
W heard a | ot about Accountant Metternik (phonetic)
yesterday for the first time, the first time ever,

and we'll tal k about that nore, because it's
i mportant.

But let's turn to the no-adjustnent-agreenent
phase. | submit to you that the evidence shows by a

cl ear, cogent and convincing standard that prior to
January 8th, there was no adjustnent agreenent.

How do | get there? W start, as you start in
any conplicated case, with the documents. Wat are
the key docunents in this case, what controls the
deal between Bill Hanmilton and Judge Anderson? The
busi ness acqui sition agreenent, the one that said,
"This controls our agreenent," the one that says at
the end, right above the signatures of Judge Anderson
and Bill Hamlton, "There are no verbal or other
agreements which nodify this." This is the core
right there, this is the deal, and this didn't say
anyt hi ng about a price adjustnent agreenent.
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Significantly, you heard Judge Anderson testify
that the business acquisition agreenent was the
essence of the deal between these two gentl enen.

Let me read briefly fromhis testinony at
page 56: "This was the essence of our agreenent
right here." That's page 56 of Judge Anderson's
testinmony when | called himin nmy case. At page 61
he testified, "Exhibit 21 reflected the true essence
of the understanding all the way through.”

Ladi es and gentlenen, if you |l ook at Exhibit 21
there's no reference to any price reduction agreenent
what soever. In fact, if you look at Exhibit 21, it
is directly contrary to the notion that some price
adj ust ment agreenment existed. It was pointed out in
a question fromthe conm ssion and we tal ked about it
on cross exanination of M. Hanilton and Judge
Ander son.

Take a | ook at paragraph 11 of the price
adj ust ment agreenment, Exhibit 21 -- or, I'msorry,
the business acquisition agreenent. It says, "The
inventory, equiprment and goodw || purchased by
Enterprises," Bill Hamlton's conpany, "shall not
i ncl ude any accounts receivable or cash..."

W get to the adjustnent agreenent period, and
what did Bill Hamlton get? He got all the noney
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that came in during this tine period. That's just
the opposite of what Exhibit 21 says. There's

nothing in this docunent that says that Bill Hamlton
is entitled to the profits or the cash flow during
this period.

Let me tal k about some of the other docunents.
W tal ked with Judge Anderson about the bill of sale

and | said to the judge, "Well, is there anything in
the bill of sale that says Bill Hamlton is entitled
to the profits?" He said no, but he also said

sonething el se. At page 79 of his testinony, | asked
him "So the bill of sale is incorrect?" "Wll, |I'm

sure this is just boiler plate that canme off the
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conputer." That's how he dealt with the bill of
sale, boiler plate.

Vll, we then went to the closing statement with
the judge, Exhibit 25, and at page 79 Judge Anderson
admtted the closing statement was not boiler plate,
it was customcrafted for this deal

And how do we know that? |f you | ook at
Exhi bit 25, the closing statenent, it speaks only of
this deal, and it sets out the ternms: Here's what
the estate gets, here's what Bill Hanilton gets. And
it says the estate gets $300, 000; $50,000 in cash and
a note for $250,000. It doesn't say Bill Hamlton
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gets $100, 000 back or $92, 000 back

The promi ssory note. The prom ssory note that
Judge Anderson pl edged to the bank for $250, 000, he
testified that note was free and cl ear of any
encunbrances. Well, if there was a deal to adjust
the purchase price, that note wasn't free and cl ear
of any encunbrances, but he took it to the bank and
he pledged, "It's free and clear. Bank, you' ve got
security for $250, 000."

Exhibit 7, the Pacific Recreation financial
statement subnmitted to the Washington State Ganbling
Commi ssion on Septenber 29th, 1992, that's a nonth
after this supposed agreenent for the cash flow or

the profit, and we'll get to the distinction in a
mnute. That's a nonth after that deal was created
supposedl y.

But if you look at Pacific Recreation's
financial statenent on Septenber 29th, 1992, it says
Paci fic Recreation has no personal property. But if
Bill Hamilton was the owner, if Pacific Recreation
was the owner, it had pins, balls, |anes, equipnent,
everything. But on Exhibit 7 he put zero. |If he was
entitled to the cash, if he was entitled to the cash
from Septenber 1, 1992, forward, why a nonth |ater
did he put no noney, no accounts receivabl e?
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That brings us to a raft of docunents,

Exhi bits 1 through 16 in your notebook. Those are
the docunents that were subnitted to the ganbling
commi ssion and the liquor authority. |f you | ook

t hrough every one of those documents, they weren't
subnmitted until Septenber 29th, 1992. That's the
first time docunents were subnmitted to the ganbling
and liquor commssion that said Bill Hamlton is
going to be the owner.

It didn't say he was the owner, and to that
degree it was true. W know he wasn't the owner. He
hadn't paid a cent by Septenber 29th; he hadn't paid
a cent by Decenber 1st. It wasn't until Decenber 4th
that he finally paid the noney. That's what the
docunents show us.

Wiat about the testinony? Does the testinony
support the notion that there was an adj ustnent
agreenent? | submt it does not. And | think one of
the key noments and the key witnesses in this case
was trustee Steve Fisher

Your Honor, Judge Donohue, asked hima question
and there was a | ong pause before he answered. Your
Honor asked him "Well, you were involved, you were
around Judge Anderson's office, part of the firm
You knew about the deal, you heard bits and pi eces of
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it," and Your Honor asked him "Did you ever hear
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that there was an adj ustment agreenent?"

And | renenber Trustee Fisher, he paused, and he
was thinking out |oud, and he said, "Wll, | heard
about this and | heard about that, | knew they hadn't
gotten liquor and ganbling approval by this point,
and | knew this and | knew that," and then he kind of
paused agai n and Your Honor had to ask the question
again in a followup fashion, and he finally said,
with his friend, close friend and partner for years,
Judge Anderson, sitting out here, he finally | ooked
at all of you and said, "I didn't ever hear about any
adj ust ment agreenment until January."

| submt Steve Fisher honored his oath and was
very candid with you, and | submt the adjustnent
agreement didn't exist until later, when the gift
cane al ong.

What ot her testinony did we hear? W heard
Judge Anderson Monday, he was finally forced to adnit
that the deal, the adjustrment deal, Bill Hamlton
gets 92,000, it's not in the docunents.

And then he tried to explain awhile. He said,

"Well, it's like when you buy or sell a house and
there's chandelier in the house. It's not that big
a deal. You expect that it will be there, but you
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move in and the chandelier is gone." He tried to
liken $100,000 to a chandelier in a house. That's
what he tried to do Monday.

By Thursday, the chandelier was gone. And
you'll recall he said this was a deal breaker
M. Bul ner asked him "Wat did you nean by that?"
It was a nake-or-break part of the transaction, the
nost inportant single termin the transaction, but
it's not in the docunents; it's just not there

Is it a chandelier? Was it a nake-or-break
point? | submit it was neither. It did not exist
until the Cadillac paynents cane al ong

Profits or cash flow Conm ssioner d arke
focused on this with Kevin Iverson, but we also
touched on it with Bill Hamlton, Bill Hamlton, who
told us nost of the tine it was cash flow, cash flow,
cash flow

Let me read briefly frompage 127 of
M. Hamilton's testinony:

"It was an understanding of the deal that we had
struck."

"The understanding that you woul d get the
profits whether it closed or not?"

And his answer, he said, "The profits or the
| osses, but the transaction would close effective
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Sept enber 1, 1992."

Wl |, cash flow and profits are two different
things. By the time of this trial, you would expect
that Bill Ham Iton could have cone in and told you

what was the deal, but he didn't. One time he said
cash flow, another time he said profits.

Managenent, managenent fees. Was Bill Hamilton
the manager of Pacific Lanes from Septenber 1, 1992,
forward? | don't think so. | don't think that's

what the evidence shows. Ws he announced as the
owner in August at the Seafair Wekend on
August 4th when he wasn't the owner? Sure, he was,
but he wasn't the owner, and we all know that.

Was he the nanager? Again, Conmm ssioner d arke
had a question, "D d you handl e the checkbook?" Bil



16
17
18
19
20
21
22
23
24
25

Ham I ton's testinony was, "I never |ooked at the

checkbook.” 1s that a manager of a business, soneone

who's going to be getting $100, 000 and he never | ooks

at the checkbook? Did he hire and fire anybody? No
Wiat did he do? W heard the night nanager

M. Wite, say, "Yeah, | saw M. Hanilton a coupl e

tines a week, had sone neetings." Well, that's

consi stent with someone who is getting ready to buy a

busi ness, but that's not consistent with soneone who

owns a business or has the right to the cash fl ow
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Under st andi ng or agreenent. Wy do | have that
there? | want to refer you to page 128 of
M. Hamlton's testinony. Renenber, we'd heard from
openi ng statenent forward: Handshake deal, we had
agreed, this was the deal

M. Hanilton, when | examined him he said, "The
whol e transacti on was ny purchase price and
everyt hi ng was contingent on taking over effective
Sept enber 1st, which was the begi nning of the bow ing
season. "

And | asked him "So that was a verbal agreenent
that you had?"

He answered, "An understanding."

And | said, "A verbal understanding?"

He said, "An understanding."

And | asked him "Wll, was it an understandi ng
that you and Judge Anderson had reached?"

And he said, "It was an understanding that | had
reached. "

"Ckay. "

And then he concluded this exchange with, "I
can't say what Judge Anderson had reached. "

If there was a deal for themto adjust the
purchase price at this tine, wouldn't you think Bil
Ham | t on woul d have been able to say, "W had a deal"
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instead of saying, "Well, | had an understandi ng, but
I don't know what Judge Anderson thought." That
testimony was grossly inconsistent with the notion
that there was an agreenent. At best maybe Bill
Hani | ton had an understandi ng, but that's not enough

Wiat was Bill Hamilton's understandi ng? Well
if you | ook at page 104, the redirect exam nation of
Bill Hamilton, he's got this understanding, he
doesn't know what Judge Anderson thinks, and why?
104, line 13: "I don't believe we discussed the fact
of the cash flow, the profits or anything."

Maybe Bill Ham|ton thought he was getting the
nmoney, nmaybe he thought he was entitled to the noney,
but there's a reason it wasn't in the docunents, and
that's because, as Bill Hamlton says, "I don't
bel i eve we di scussed the fact of the cash flow, the
profits or anything," page 104.

Bill Hamilton's noney. You heard himtestify
many tines that, well, the noney was domciled in the
account of Pacific Lanes. | don't know what

"domiciled" neans. Maybe it nmeans the noney was
there and M. Ham|ton thought he had a claimfor it
but two experienced busi nessmen, any experienced
busi nessman, | don't think |I've ever heard anybody
say noney was domiciled in sonebody el se's account.
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But whose noney was it? Kevin |lverson, page
194: "For tax purposes, Pacific Lane's noney." It
can't be both ways. It can't be Bill Hanilton's
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money free and clear, no tax, but taxed to Pacific
Lanes. That's M. lverson, page 194

Pacific Recreation, did it pay a cent in
Sept enber, COctober, Novenber, Decenber? No. It had
taken no financial risk whatsoever, hadn't paid out a
penny, and yet M. Hamlton says, "Wll, it was ny
money all along." Wat right did he have to that
nmoney; what had he given of value for the right to
get that noney? The answer is: Nothing

That brings us to what | call the econonic
substance of the transaction. Step back for a mnute
and ask yourself what was really happening with this
deal. We touched on it with Judge Anderson
yesterday, and | think | fairly characterized it that
for the operation, who decided the option of buying
the bowing alley? For the operation, when it closed
on Decenber 4th, Bill Hamlton was to pay $50,000 in
cash, and in exchange he got $92,000 cash back. Now,
he signed a note for $250,000, but that was payable
at 3,000 a nonth over years and years and years.

The econoni ¢ substance of this transaction --
pay 50,000 cash, be entitled i mediately to $92, 000
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cash back -- nakes no sense. Doesn't nake business
sense, doesn't nmake econom c sense. It makes no
sense. Wiy not? Because the deal didn't exist.

I verson, Kevin lverson. Wy do | have three
question marks there? 1t's because M. I|verson

testified at one point, "I first |learned of the
adj ust ment process in January, when Judge Anderson
called nme." Then he testified at another point, "No,

I learned about it in Decenber, when ny partner told
me about it."

Take a look at M. lverson's transcript, pages
186, 187. | submit to you, and it's no criticism of
M. lverson, he really doesn't remenber what he knew
about it.

There's one other point to nake about
M. lverson, which is, and we touched on this in his
exam nation, accountants do work and keep work papers
so that a deal can be reconstructed if it's ever
exam ned, exami ned by an auditor, exam ned by the
state, by the IRS or in a court of |aw

And he testified about how inportant work papers
are and how an accountant is supposed to have
everyt hi ng docunented. Then | asked him "Were in
your work papers can we find the terns of this deal ?"
And he was candid with us. It's not there, it's not
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here, wasn't in M. lverson's file.

There's one last point M. lverson made that |
think is critical, and it cones back up here to
profits or cash flow M. lverson testified that he
was the one who made the decision to nmake the
adj ust ment based on cash flow. He was the one

Wien | first heard that, it didn't nmake a | ot of
sense to nme, because all al ong Judge Anderson and
M. Hamilton had been saying, no, they had a deal al
along to adjust for cash flow But if you go and
read M. Hamlton's testinony -- profits or cash
flow, understanding, "I don't know what Judge
Anderson thought" -- it make nakes a | ot of sense,
Kevin lverson in January said, "W'll do an
adj ust ment based on cash flow "

That's what the evidence, | think, fairly shows
up to January 8th, plus or mnus. Wat happens then?
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Bill Hamilton offers to pay Judge Anderson's Cadill ac
| oan, $800 a nonth. What does the testinony show?
Here's what the testinmony shows.

Di ane Anderson. Judge Anderson brought hone a
Cadillac. She said, "Well, what's this?" And they
di scussed how are the paynents being nade. Wat did
Judge Anderson say? He had just conpleted closure of
a large itemthrough his firm a bowing alley. The
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vehi cl e was a conmm ssion that he was all owed to get
the sanme as a real tor woul d.

On cross exam nation M. Bulmer said, "Wll, do
you renenber what roomyou were in when that
conversation occurred? "No." "Do you renenber what
tine of day it was?" "No."

VWll, | subnit to you that it's perfectly
consi stent she recalls that conversation without
knowi ng every |l ast detail. A conversation |ike that

woul d stand out in your m nd when your husband brings
horme a Cadillac you' ve never seen before and it costs
$35,000. |I'msure that's going to stick out in your
mnd. It was a surprise to her. She testified here:
What was the car, what was the Cadillac? It was a
conmi ssi on.

Accountant Metterni k (phonetic). W heard about
himfor the first time yesterday. Judge Anderson, in
hi s deposition and on Mdnday, had tal ked about
conversations with Kevin lverson. Yesterday for the
first time in the course of this whole investigation
and trial, we heard about Accountant Metternik.

Judge Anderson testified that he went to

Accountant Metternik in early 1994, | believe it was,
and he said, "lI'mgetting this gift fromBill
Ham lton. 1Is this taxable to me?" He said he tal ked
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to Accountant Metternik and he came away solid in the
conclusion that a gift was not taxable to him

But sonet hing el se happened in May 1995. (n
cross exam nation of Judge Anderson, we went through
the fact that in May 1995, during the divorce, he and
his wife discussed the Cadillac and she said to him
"I'm concerned about tax consequences on that
Cadillac." He didn't say to her, "Wll, it's a gift.
There's no tax." He didn't tell her what he had
supposedl y been told by Accountant Metternik. He
didn't say gift.

Wiat did he say? "I'Il pay the taxes on it.
I"I'l take care of the taxes if there's any taxes on
it." That's what he said. |If any time he would have

mentioned that it was a gift, particularly after
telling his wife earlier it was a commi ssion, at any

time Judge Anderson woul d have logically said, "It's
a gift, no taxes," would have been right there.
Didn't say gift; said, "I'll take care of the taxes."

Taxes. Pacific Recreation took the tax
deduction each and every nonth, paid $800, deducted
it on the books as an ordinary and necessary expense
of the business. W now know that gifts are not
deducti bl e.

W al so heard, though, that Bill Hamlton is a
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generous man. He had nade many, many gifts in his
tinme. But he admtted, he admtted, this is the only
gift that he had ever deducted for tax purposes.
Gft. This was no gift; this was a comm ssion.
Trustee Fisher. Trustee Fisher, dealing with



6 Judge Anderson, relying on Judge Anderson, asking him
7 questions, what was the deal. Trustee Fisher. If

8 the Cadillac deal was above board, there's no reason
9 for Judge Anderson not to tell his friend and partner
10 of 20 years; if it was above board, he had to tel

11 him he was obligated to tell himas the president of
12 Pacific Recreation. He had to disclose that if there
13 was no problem Wy didn't he? | think we know the
14 answer to that.

15 Wi ning and | amenting. Take a | ook at page 100
16 to 103 of Bill Hamilton's testinmony. On friendly

17 cross with M. Bul mer, he explained the conversation
18 the first day Judge Anderson drove up to the bank in
19 the Cadillac, had the $9, 000 check, went in and paid
20 it. Bill Hamlton cane out on the sidewal k and they
21 tal ked, and Judge Anderson said how nuch he didn't
22 like to nake car paynments and didn't like this, and
23 Bill Hamilton said, "Wll, I'd like to make a gift to
24 you, " and Judge Anderson said, "No, no, no, no. |
25 can't accept that. | don't want it."
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1 Bill Hamlton persisted and persisted, and

2 finally Judge Anderson gave in and said, "Ckay, |'l

3 take $800 a month. | don't want to do it, but I'll

4 take it." That was Bill Hamilton in response to

5 counsel ' s questions.

6 Take a | ook at pages 100 to 103 when he gives a
7 little different rendition of what happened on the

8 day the Cadillac arrived at the bank

9 Adj ust ment agreenent. Conmi ssion or gift, no
10 question, it's on the table by then. And at the sane
11 tine the Cadillac paynents start is when the

12 testinony about the adjustnent agreenent converges.
13 Trustee Fisher. That's the first time he

14 | earned of the adjustnment agreement. Post January
15 8th, right around the tine of the Cadillac gift,

16 Judge Anderson tells himthere's an agreenent to

17 adjust the price

18 Iverson. Put himhere, put himthere. 1 don't
19 think he knows. He said both
20 M. Hanilton, Judge Anderson, no doubt they'l
21 tell you the agreenent existed then. The question
22 is, didit exist then? | submt it did not.
23 That brings us to the final break point in the
24 tinme line: Scrutiny. Al of a sudden soneone is
25 starting to | ook into what happened with the estate
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1 and the Cadillac. The commi ssion begins its

2 i nvestigation

3 And what happens? Just as | said in opening

4 statenent, as | prom sed we'd prove in opening

5 statenent, Pacific Recreation's tax return gets

6 changed, it gets changed. Paynents have been treated
7 as an expense all the way along, all the way al ong

8 until the investigation starts. Then Ham|ton goes
9 in and says, "No, | think these paynents were a gift.
10 I'"'mgoing to amend ny tax return, anmend Pacific

11 Recreation's tax return.”

12 But even then he was in a hurry, he was in a

13 hurry, because on the second page of the exhibit, the
14 amended tax return, he doesn't say a gift was

15 m stakenly run through the corporation. He says

16 personal expenses run through the corporation

17 Judge Anderson. W heard M. lverson's

18 testinony that after this all came al ong, Judge

Ander son went and asked Kevin Iverson, "Wll, what
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about this? G ft, taxable, conm ssion
what - have-you?" Well, if Judge Anderson had tal ked
to Accountant Metternik in 1993 and 1994, why did he
have to talk to Accountant Ilverson in approxinately
19967

That's the tinme line. That's what | think the
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evidence, fairly characterized, fairly categorized,
shows. Prior to January 8th, no adjustment
agreenent. January 8th, Cadillac comes on the table
and all of a sudden everyone converges: Yes, there
was an adj ustment agreement. There's no question
about it by then. Scrutiny: M. Hamlton changes
the tax return. Business expense becones a gift.

Let me touch now very briefly on the statenent
of charges, because | submt to you there's one or
two charges that the evidence doesn't support.

3(A): Judge Anderson violated Canons 1 and 2(A)
of the code by accepting an offer to have his car
| oan paynents nade by M. Hamilton at the sane tine
they were in the process of effectuating the
after-the-fact reduction of $100,000 in the anount
owed by Pacific Recreation

Vel |, the evidence supports that; it supports it
by cl ear, cogent and convinci ng evidence. W've been
through the time line. The evidence supports that
charge in spades.

Count 3(b): Judge Anderson viol ated the code by
pl edgi ng the note for $250,000 to First Interstate as
security w thout disclosing the existence of the
al | eged agreenent to reduce the anount of the note.

The evi dence doesn't support that at this point.
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That was an alternative charge, because Judge
Anderson couldn't have it both ways. He couldn't say
the agreenent existed at this point w thout having,
in effect, conceded that he defrauded the bank

Wiat do we know now? W know now t he adj ust nent
agreenent cane into being in January, at the tine
Judge Anderson submitted that note to the bank as
collateral warranting that it was free and clear. |
think that was true. It was free and clear. There
was no agreenent.

Managenent fees. 3(C): Judge Anderson viol ated
the code by charging Pacific Lanes a nonthly
managenent fee during the period M. Hamlton was
al | egedl y managi ng Pacific Lanes.

I think now we know, at the end of the testinony
yesterday from Judge Anderson, Bill Hanilton wasn't
managi ng Pacific Lanes. |'mnot sure what Judge
Anderson was doing for Pacific Lanes at that point in
time -- he says he was doing very little -- but Bil
Ham | ton wasn't managing it.

Was Judge Anderson entitled to a nonthly

managenent fee for what he was doing? | don't know.
But he wasn't not entitled to it because Bil
Ham I ton was nanaging it. W know Bill Ham|ton

wasn't managing it.

FOOT OF PAGE 745

~NOoO O WDNPRE

3(B), 3(C. | don't think the evidence is there
by cl ear, cogent and convincing evidence. Are there
sone questions about those issues? You bet. Have
proved it at this point by clear, cogent and
convinci ng evidence? No, | don't believe I have

Let ne turn now to the fal se testinony charges.
Those are Counts 3(d), 3(e). Judge Anderson is
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charged with knowi ngly giving fal se testinony.

Wll, with regard to the conversation with his
wi fe about the Cadillac paynments being a conm ssion,
you have to nake a choice, a difficult choice. Judge
Anderson on this one doesn't say, "Wll, | don't have
an i ndependent recollection.” W heard that a |ot.
But not on the Cadillac. Categorically denies saying
it.

But his ex-wi fe, D ane Anderson, there was no
doubt in her nind, there was no equivocation. She
testified as to what happened

Wl |, between the two, who had a notive to
fabricate, who had sonething on the |line here? Wo
equi vocated on the stand, who didn't? At the end of
the day, who do you believe? You have to decide
that. It's one or it's the other

But | et ne give you some other thoughts about
credibility in the context with the other testinony
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that's charged as false, which is, "D d you have

any --" | should quote this so I'mnot inaccurate.
"Did you have any such di scussi ons about the

purchase price adjustnent after January 1 of 1993?
"l don't believe so, not to ny know edge
"Your recollection that the discussions

refl ected herein match the adjustment sheet, that

didn't start -- wasn't first created unti

February 16th, was the first draft, we know that.

Your recollection that the discussions reflected

herein took place prior to Decenber 31st, 1992?

"Yes."
And that's charged as fal se
Vel |, Judge Anderson has now conceded that there

were di scussions after January 31, 1992. He says he
was involved in them and we know he was. W see a
meeting on March 9th, 1993, just like | pledged to
you in opening statenent. But he now says, "Well
yeah, there may have had sone neetings, nay have had
sone di scussions, but | have no independent
recollection of them" So he's given us sonething;
he's conceded that, yeah, there's sonethi ng out
there

Well, the issue is, why didn't he say that in
his deposition? Did he forget, or did he have
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anot her reason? 1'll talk about that nore in a
second

But renenber in his deposition, which we went
t hrough yesterday afternoon with Judge Anderson
there's something el se he also said. He said, "I had
no i nvol venent what soever, | had no invol venent
what soever in the sale after 1992, with the exception
of signing sone docunents."

Vell, let's renenber, he now says he has a good
recol l ection about a |lot of other events that
happened right around the sanme tine period. He
recalls the Cadillac conversation with M. Ham|ton

Dated and detail. Detail, interestingly,
mat ched M. Hanilton's version, the version he told
bef ore he was cross-exam ned. The two nesh
perfectly. On cross exami hation they didn't quite
mesh anynore

Let's renenber al so that these post-1992
conversations were not inconsequential. Trustee
Fi sher, he didn't know nmuch about the deal. He was
relying on Judge Anderson for information about the
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deal . They tal ked, Judge Anderson briefed himand
filled himin.

Kevin Iverson. Kevin lverson testified that he
cal |l ed Judge Anderson at the courthouse. Wll, he
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couldn't have called himat the courthouse in 1992,
because he didn't begin sitting on the bench until
January 8th, 1993.

Conver sation between he and Trustee Fisher
tal ki ng about Judge Anderson staying on as president
of Pacific Lanes and Hof f man- St evenson, staying on

because Trustee Fisher said, "I don't want to sign
t hese docunents that you and Bill Hamlton
negotiated. You stay on. You sign them [|I'mnot
going to."

Those are not inconsequential conversations that
you'd forget. D d he forget, or was there an effort
early on in this investigation to put distance
between hi s involvement in the price reduction
process and Bill Hamlton's offer to nmake the
Cadi | | ac paynents?

Let's not forget two other points about
credibility. The excise tax affidavit. The excise
tax affidavit, | think we all recall. Bill Hamlton
was on the stand. W showed it to him $508, 100. 67.
Bill Hamilton said, "That's not accurate." Judge
Brown said, "lIs there anybody in this roomwho can
advise M. Hanilton as to his rights?"

W renmenber that excerpt of testinony. Bill
Hami | ton said that affidavit was not accurate but he
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signed it.
Credibility. One other person who signed that
affidavit that wasn't accurate: Judge Anderson.

Just like Bill Hamlton, he said, "I swear under
penalty of perjury this is true and correct."”
Affidavit wasn't correct. Bill Hamlton admtted it.

Judge Anderson knew it.

Last point about credibility. Judge Anderson
woul d like to discredit his ex-wife. He has to
discredit her in the face of that testinony. But he
wants you to believe, he has to ask you to believe,
Bill Hamilton. W saw yesterday Judge Anderson's
unswerving faith in Bill Hamlton. He testified Bill
Ham lton's a man of integrity.

He knew when he had given that testinony Bill
Ham I ton had taken the Fifth in this case through his
| awyer .

MR BULMER  (njection. Mscharacterizes
the evidence. There's no evidence in this case that
M. Hamilton ever took the Fifth.

JUDGE BROMN:  Objection will be
sust ai ned.

MR TAYLOR  For the record and as an
of fer of proof, M. Hanilton, through his counsel
and in a hearing in which M. Bul ner participated,
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said -- M. Hanilton's |awer said, "I amasserting a
Fifth Arendrment privilege on behalf of nmy client. He
will not testify at the deposition."

MR BULMER What that record will show,
for the record, is M. Hamlton's attorney in a phone
conversation said that his client was contenplating
taking the Fifth Arendnent, and M. Taylor said,
"That doesn't count. M. Hamlton has to be here to
take the Fifth Amendnent," and --
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MR TAYLOR Wth all due respect --
JUDGE BROMN:  I'msorry. The objection
will be sustained. There will be no further
reference to the witness taking the Fifth.
Pl ease proceed.
MR TAYLOR  Judge Anderson on cross
yest erday showed unswerving faith in the integrity of
Bill Hamilton. He was asked, "Wuld it change your
opinion, would it change your opinion, if you |earned
that M. Hanmilton had taken the Fifth?" Judge
Anderson said, "No." "Wuld it change your opinion
change your opinion if you knew that Bill Hamlton
was involved in an investigation of bank fraud, tax
fraud, conspiracy?" Judge Anderson said, "No."
Now, it's good to be loyal to a friend; there's
alot to be said for that. But as Trustee Fisher's
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candid testinony before you nmakes cl ear, when you're
on the stand, your oath takes precedence over
| oyal ty.

| submit a reasonable person trying to be candid
with you when asked questions, "Well, what if you
were told one of your best friends was taking the
Fifth, what if you were told this," he'd have said,
"Well, 1'd like to think about that. 1'd like to
think about that."

The | ast couple of charges failed to disclose

the paynments on the public disclosure fornms. [If you
find it was a gift, you can't find that he viol ated
the code. If you find that it was a conm ssion, he

viol ated the code in spades.

The last charge, serving as officer or president
of Pacific Lanes, president of Hoffman-Stevenson. He
didit. He doesn't dispute it. W'Il talk nore in a
m nute about his explanation, but under the code
there's no reasonable time period to renove yourself
for anything like that. For nine nmonths while a
judge served as president of three corporations:

Pac Lanes, Hoffman-Stevenson, Surfside. Violations
of the code.

| want to turn nowto the |ast and nost
difficult thing that we all have to address.
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Assumi ng you find that the Code of Judicial Conduct
has been violated, what's the appropriate discipline
what's the sanction?

I've given this a |ot of thought both before the
trial and during the trial as the evidence has cone
in and watching how the events unfol ded. But as
said in opening statenent, | think the evidence bears
it out. | think the evidence justifies the
conmi ssion in returning the strongest possible
sancti on.

Wiy do | say that? Commission Rule 6 |ays out
several factors for this body to take into account in
determ ning discipline. That sane rule says that
conmi ssion counsel and M. Bul mer shoul d address
those factors in their renmarks before you. 1'd like
to touch on just sone of them

I'Il start with what | think is the nost
germane: the effect the m sconduct has on the
integrity and respect of the judiciary. This goes
back to what does the public think, can we nmintain
the public's trust of the judiciary.

If you find that the paynents were anything
other than a gift, that |eads inexorably to another
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conclusion: Judge Anderson is willing to betray his
obligations for personal gain. |It's that sinple. |If
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you find the Cadillac paynents were anything other
that a gift, it leads to an unfortunate concl usi on

If you find that Judge Anderson know ngly gave
fal se testinony, that |eads to the conclusion that a
man charged with adm nistering the oath may not
necessarily be reliable for his own oath.

If you make either one of those findings,
subnmit that the effect on the integrity of the
judiciary would be profound. It would be profound
even if it had concluded before Judge Anderson went
on the bench. But here it happened while he was
sitting as a superior court judge.

This strikes at the heart of public respect for
the integrity of the judiciary. Stated otherwi se,
when someone goes into court, we owe thema judge
who, beyond question, beyond any question, beyond any
doubt, is honest.

The public is entitled to a judge who, without
question, when they go in there and he's going to
make a decision if they get to keep their child,
they're entitled to a judge who is beyond reproach.
And ask yourself in deliberations, does the evidence
say this about Judge Anderson?

The considerations tal k about an isol ated
incidence or a pattern. Beginning in 1993, Judge

FOOT OF PACE 754

O~NO O WDN P

17
18
19
20
21
22
23
24
25

Anderson took the first paynent. |t continued each
and every nmonth. He could have said stop at any
time, and he didn't. He didn't stop until 1995

But it wasn't his idea. Bill Hamlton says,
"I'"mnot going to nake any nmore payments," but then
pays the last $8,000. Each year Judge Anderson filed
his public disclosure forns, repeatedly the $800
never showed up.

This was a pattern of m sconduct that spanned
several years: overt acts on a nonthly basis, false
PDC filings on a yearly basis, and knowi ngly fal se
testinmony during the course of this investigation
That's a pattern of mi sconduct.

Di d Judge Anderson cooperate with the
proceedings? This is not difficult. |If you conclude
that he gave knowi ngly fal se testinmony, we can nove
on.

There's anot her consideration here about
cooperation. 1'll address that later

Has the judge acknow edged or recognized that
the acts occurred? No. Denied any and al
wrongdoi ng, even as to the tenure as president of
Paci fi ¢ Lanes and Hof f man- St evenson. Wl |, the code
is clear. 5(CQ(3): A judge shall not serve as an
of ficer, director or manager of a corporation or any
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busi ness.

Judge Anderson told us yesterday that while he
read the code, it gives hima reasonable tine. Well
a different section, 5(C)(4), tal ks of persona
investnents and says you shoul d di vest yourself of
those investnents as soon as you can do so w t hout
serious financial detrinent.

Vel |, perhaps Judge Anderson yesterday on the
stand realized the difference between those two
sections, because he said, "Well, yeah, | read the
code, but | think I also talked to soneone at the
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commi ssion and they told me it was okay." There's no
evidence of that. Judge Anderson hasn't acknow edged

anyt hi ng.
One nore point on this. Yesterday Commi ssi oner
O arke asked Judge Anderson, he said, "Well, you were

elected in a two-person race in the primaries. You
were the winner Septenber 19th." He said, "Yeah."
And Conmi ssioner O arke pointed out that this gave
Judge Anderson lots of time to clear up his affairs,
get out of offices.

But Judge Anderson didn't do that. He had al
the time in the world. He had time to get Trustee
Fi sher appointed, get hinmself out as trustee, get
Fi sher in as trustee, but he stayed on as president.
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Wiy? Because Steve Fisher didn't want to sign the
docurent that Bill Hanilton and Judge Anderson had
negot i at ed.

Effort to change or modify the conduct. Says he
didn't do anything wong. Hasn't disgorged the
managenent fees that under his theory of the case he
wasn't entitled to. | think he told us they were on
auto pilot. $7200 maybe is not a big deal to sone
people in this room $7200 is a lot of noney to some
ot her peopl e

Di sgorged the Cadill ac paynents? No. Amended
his PDC filings? No. There's been no effort to

change or nodify the conduct. Instead, what do we
have? Judge Anderson says, "Weéll, nmaybe | woul d have
drafted sonme docunents differently. |If | had, I

woul dn't be here today."

But | submit that he drafted these document
accurately. Like he testified, they reflected the
essence of the agreenent. D d they say sonething
different? No. They reflected the agreenent as it
exi sted. Does he wi sh they say sonething different
now? | think he does

In a perfect world, we wouldn't need a Code of
Judi ci al Conduct and we woul dn't need a Comm ssion on
Judi cial Conduct. But we need the code and we need
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the conmi ssion, and the past five days underscore
t hat .

| submit that when you view the conduct here
through the all-inmportant filter of public confidence
inthe integrity of the judiciary, the outcone
becones clear. Wen you deliberate, ask yourself:
Wul d a nenber of the public appearing before Judge
Ander son who had heard all this evidence, would that
person be confident in the integrity of Judge
Ander son?

Wien you view the evidence, ask yourself: Wuld
a person who had heard the evidence wal king into that
courtroom deem Judge Anderson above and beyond
reproach? Wuld a person who had heard the evidence
entrust the nost inportant decisions in their life to
Judge Ander son?

Regrettably, | submt to you that the answer to
each of these questions is "No."
Thank you
JUDGE BROMN: | think at this time we'l

take a break.

MR BULMER That's good. W have to set
up a screen and stuff anyhow

MR SCHAFER  Your Honors, I'mrising to
file a nmotion
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JUDCE BROWN:  Let's go.

MR SCHAFER -- just as a friend of the
court and a citizen, and | have copies for both
counsel, and |I'mjust asking the commssion to
consi der public disclosure of docunents.

(COW SSI ON MEMBERS EXI TI NG
THE COURTROOM )

JUDGE BROAWN:  |I'msorry, M. Schafer.
I''mnot the conm ssion.

MR SCHAFER | have an original and
ei ght copies asking for public disclosure --

JUDGE BROMN:  |'m asking you to step back

behind the bar, M. Schafer. Could you step back
behi nd the bar.

MR SCHAFER  Consider that filed,
pl ease.

I will.

JUDGE BROMN:  And don't cone in front of
the bar again w thout ny pernission.

MR SCHAFER | believe | heard it was
di smi ssed or adj ourned.

JUDGE BROM: Ckay? Do you understand,
M. Schafer?

MR SCHAFER | understand what you're
sayi ng, M. Brown.

FOOT OF PAGE 759

© O ~NOULS~ WN -

JUDGE BROMN: Ckay. So that's the order
fromthe presiding officer. Do not cone in front of
that bar without nmy permssion in advance. Are you
clear on that?

MR SCHAFER | hear you.

JUDGE BROAN:  Thank you.

THE CLERK: What should | do with this?

JUDGE BROMN: Just leave it right there,
because that's not a way to file a document with the
conmi ssi on.

(JUDGE BROM EXI TED THE COURTROOM )
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(THE FOLLOW NG PROCEEDI NGS OCCURRED | N THE

COURTROOM QUTSI DE THE PRESENCE OF THE COWM SSI ON

DURI NG RECESS. )

* x %

MR BULMER  (Addressing the court
reporter) WIIl you take this down.

JUDGE BROMN:  You need to be quiet and
sit down and not interfere with this proceeding.

MR SCHAFER |'mnot interfering.

MR BULMER He was on this side of the
bar --
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JUDCE BROAWN: Have a seat.

MR BULMER  -- bothering ne.

JUDGE BROMN:  Don't cone in front of the
bar with w thout ny perm ssion.

MR SCHAFER Let ne just explain. |
just requested the screen be situated in a fashion
that the nenbers of the public and nedi a can observe
it as well as the menbers of the comm ssion, because
it's supposed to be a public proceeding, and putting
it in such a fashion that the public cannot see it is
hardly a public proceeding. That seenms to ne a
straightforward request.
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MR BULMER |'mout here trying to get
ready --

JUDGE BROAWN: M. Schafer, do not come in
front of this again.

MR BULMER This is the second tine.

JUDGE BROMN: The order that was signed
by Judge Fel nagle of the Superior Court --

MR SCHAFER | know what it says. |
have a copy of it. |'mjust saying it's a public
proceeding and |'masking --

JUDGE BROM: Did you cone in front of
this bar w thout ny pernission during the break?

MR SCHAFER  There -- look, it's an open
road, there's no proceedi ng goi ng on.

JUDGE BROMN: M. Schafer, did you cone
in front of that bar w thout ny perm ssion during the
br eak?

MR SHAFER M. Brown, you're growing --
I won't say anything.

MR BULMER Well, 1'd like to get it on
the record, because | was standing here after you
told himto, when he cane over here and --

MR SCHAFER Are we on the record?

MR BULMER  Yes, we are.

JUDGE BROMN:  Yes, we are.
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MR BULMER | would like it on the
record. Everybody in this room including the
conmmi ssioners' clerk, will testify that he cane over
here and addressed ne, he was on this side of the bar
when |'mtrying to get --

JUDGE BROMN:  You will sit down.

MR SCHAFER If you are on the record --

JUDGE BROAWN:  You will sit down. You
will not speak to M. Bulnmer or any other person in
front of the bar.

MR SCHAFER On the record --

JUDGE BROMN:  You will be quiet.

MR SCHAFER -- I'mentitled to state ny
position on the record as well. | sinply was trying
to advise M. Bulner that --

JUDGE BROAN:  You' ve been advi sed --

MR SCHAFER -- that | would be
requesting that the public be allowed to see the
screen.

(JUDGE BROMN EXI TED THE COURTROOM )
(RECESS TAKEN. )
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* k%

THE FOLLOWN NG PRCCEEDI NGS OCCURRED | N THE
PRESENCE OF THE COWM SSI ON:

* *x %

JUDGE BROWMN:  Go ahead, M. Bul ner.
MR BULMER  Thank you, Judge Brown.

On your seats -- | think | got nost of your
seats -- there's a little closing menmorandum  You
don't need to read that now. |'mgoing to talk about

sone of the points, and some of themw || be there
for you to review during the process. They address
i ssues of law, sone of which |'mgoing to talk about
inthis process. 1've filed it, and M. Taylor has a
copy of course

As | begin our closing statements, this is ny
only chance to talk to you, as you all know, and
M. Taylor gets, of course, another opportunity, and
I"'msure he'll be, as he does so el oquently, happy to
talk to you about what | talk with you about, but I'm
going to try as much as possible to tal k about what
he tal ked about, and | al so have to tal k about Judge
Anderson's case.

First, we, of course, don't disagree with the
seriousness of these proceedings or the seriousness
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of integrity with the public. Everybody in this room
recogni zes that, and you all recognize it. Virtually
all of you I've argued cases in front of before,
t hi nk, except nmaybe Judge Schultheis or Judge Brown.
There's just no question about that, and it's a very
serious proceeding, and that's why we're here

But that's also why, because these are very
serious proceedings, there's a burden of proof, and
the burden of proof is something that we bandy
around, and in a lot of cases, you know, it doesn't
make that much difference. 1In a lot of cases we can
ki nd of slide around on it because either basically
we're admtting the conduct and we're trying to
figure out what to do about it or the line is so
bright that it's either going to be on one side or
the ot her.

| submit to you in this case the line is not
that bright. The line is fuzzy. W have a very
bright-line position we believe to be there.
M. Taylor, on behalf of the conm ssion, has a
position which attenpts to fuzz our lines by racing
around the edges, and hopes to raise questions
primarily by inference

This is an inference case. There is not a |ot
of factual disagreenment about the key big events.
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There's not a big argunent here that the bow ing
all ey was bought. There's not a big argunent about
that it closed Decenber 4th. There's no argunent
that Cadillac paynments started in January. There's
no argunent that in early March sone sort of

adj ust ment was effectuated through Kevin |verson
Those are facts.

The question is: Wuat do you draw fromthat;
what are your inferences fromthat; what evi dence do
you have that Judge Anderson and M. Hamlton and
M. lverson and Patty Anderson and M. Fisher and
M. Confort are all somehow creating a fal se picture
for you, an inproper picture, a picture which didn't
exist?



15 And that evidence isn't there. The standard of
16 proof is clear, cogent and convincing, and that,

17 again, just trips out; M. Taylor tripped it out

18 several times. But think about what that really

19 says. It got to be greater than a preponderance
20 You could | eave this roomtoday and go back there and
21 say, you know, "If | had to toss a coin, | think
22 Judge Anderson did it." You know, "Boy, | think he
23 probably did."
24 "Probably did" doesn't nake it. "Probably did"
25 isn't enough. It's got to be nore than a
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1 preponderance. It's got to be -- well, it's not

2 beyond a reasonable doubt. 1It's got to be weightier
3 than a preponderance. 1It's got to be clear. You' ve
4 got to be clear that he conmmtted the violation. And
5 the evidence has to be cogent, and it has to be

6 convi nci ng.

7 And | submit in an inference case, it's easy to
8 create an inplication that sonething happened. It's
9 easy to create an atnosphere in which you apply a

10 cynical screen and you say, "Well, of course the

11 wor st nust have happened." But that is not what

12 you're allowed to do

13 Wiat you have to do is say, "Because what our
14 job is is so inportant and so vital to what we do in
15 this process, because we're going to affect an

16 el ected official --" the people have sel ected Judge
17 Anderson, and an election will cone up again, and

18 guess they'l|l probably have an opportunity to decide
19 agai n.
20 This process that we go through is unique. It
21 was added onto the Constitution that says, "W're
22 goi ng to supersede the people's collective w shes
23 because we have perceived that it's so clear, so
24 cogent and so convincing that inproper conduct has
25 cone, we're going to go past that conduct, we're
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1 going to go past that election, and effectuate that."
2 So | know you understand it, but when you're

3 t hi nki ng about this evidence and you go in the back
4 room M. Taylor nakes a very good argunment. He's a
5 prof essional |awer, he is very good, and an

6 out st andi ng opponent. He's been a graci ous one, a

7 prof essional one. He's let me use his equi pnent,

8 which | appreciate. He's smart enough to get here

9 sooner than | amso he got the big table and | got
10 the little table

11 (LAUGHTER. )
12 He's done a great job.

13 And |'msitting there and |'m scratching ny head
14 and |'m sayi ng, "Boy, what's going on here?" because
15 I think I know what happened, and |I'mgoing to talk
16 about that. | want to nake sure that you think about
17 that when you | eave the room because the burden of
18 proof, it seens to nme, is sonetines passed on very
19 quickly, and we talk about a little bit of that in
20 the menorandum
21 Now, in addition to that, of course, we don't
22 have to defend agai nst that which is not charged
23 There's due process in these proceedi ngs, as we al
24 know, and so there's sone tal k about other different
25 things that have gone on here, but we only have to
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1 defend what is charged. |If there are other charges,
2 maybe they' || come later, | don't know, but this time
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we only have to defend agai nst what's charged

Now, | didn't know M. Taylor was going to take
the tack he was going to take, so a couple of ny
di scussions in here relate to counts which | guess
he's dropped, and I'mnot going to tal k about those
on the assunption that they're dropped and conceded
as gone.

A coupl e of the other counts, which are the
perjury counts, it's inportant to understand the
perjury counts, and |'ve got some discussion in our
meno about the perjury counts, because it's not
correct that you can find that it was knowi ngly fal se
testinony if you find Judge Anderson said one thing
and in fact sonething el se was true. That's not what
happens in perjury or fal se testinony.

M. Taylor charged it properly. Know ngly
giving fal se testinony. That neans you have to know
you're wong, that's the count, when you give the
testi mony.

The law is extremely clear. You can be
m staken, all right. You can conme in there and say,
"I was driving a Lincoln Continental," and it turns
out it really was a Cadillac all the time. That can
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be just flat wong on the facts, and you can say it,
you can swear, "Ch, it was a Lincoln, it was a
Lincoln, it was a Lincoln," a hundred tines. Unless
you know it was a Cadillac, it's not fal se testinony.

And that's because it's very easy for people to
get confused. |It's very easy in a deposition setting
or inatrial setting for people's mnds to blur, for
words to get difficult, for precision to not be dealt
with but rather broader kind of issues for the
witness to try and answer the questions to do as best
they can to communi cate infornmation

That's what the process is about. And when you
communi cate information, sonetines you' re going to be
wong, and under the standard in this state, it takes
not only evidence that the person who testified was
actually wong -- clear, cogent, convincing evidence
that they were actually wong -- but it takes a
second witness or other significant evidence that
shows not only that the fact was factually wong but
to show that the person testifying knew he was not
telling the truth when it happened. It's a
two-pronged test. You have to go through both of
t hem

And 1'Il submit to you that sone, what was it,
three or four years later, when M. Anderson's

FOOT OF PAGE 770

O~NO O WN P

deposition was taken in connection with the car --
remenber, we put in carefully the evidence about and
he told the commission in this same deposition that
he talked to his wife; he told themhe talked to her
about paynents; he told themhe told her that Bill
Ham | t on was naki ng paynents.

He wasn't hiding the ball. He answered the
questions as best he could about conm ssions based on
what he knew at that time, and he still believes it

to be true.

Unl ess they' ve denonstrated he knew it wasn't
true when he said it, this word "conm ssion," which
is what | ask, then you can't find it. And he
equi vocates, of course. He also goes on to say, if
you read it, "Not that I'"'maware of. | don't know
why | woul d because they were not." He equivocates
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as to the answer, "Not that |'maware of."

And M. Taylor doesn't probe beyond that. He
doesn't go on to say, "Well, is your awareness
wong," and sone of these other kinds of issues. He
|l eaves it that way.

The second one is even nore undefined. The

second one is: "D d you have discussions after
January 1st?" "l don't believe so, not to ny
know edge." To prove this count, they have to have
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shown that in fact to his know edge, his know edge at
the tinme he gave it, he knew that was w ong when he
gave it.

The same with the next question. The next
question is a question that | don't think you can
ever get a false-testinony count on. "Is it your
recol l ection that the discussions reflected...?"
Recol l ection is the question that was asked, and he
said, yes, that was his recollection

They woul d have to have actual proof somepl ace
that that wasn't his recollection. Usually it takes
anot her witness that cones in and says, "Wll, he
knew all about it but told ne he was going to lie,"
or a diary or sonething somepl ace where they do it.

It's very hard to prove perjury for a |lot of
reasons, because ot herw se people would come in and
you woul dn't get answers, you wouldn't get answers on
the stand, you woul dn't get answers in depositions.
Everyone woul d say what M. Tayl or suggests you say:
"l don't recall at this time, | don't recall at this
time, | don't recall at this time." You would have
nothing in the process, you woul d get nowhere
because everyone woul d be scared to death that they
were going to face fal se-testinony allegations |ater

| also talk in our little menorandum about the
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public disclosure gift requirenments, and | set forth
what the rules are there, and it's clear that if they
were a gift, you didn't have to disclose them and
M. Taylor, | think, also agrees with that.

| also then talk about (g), which is the staying
on after he was elected. Now, we know we can strike
Surfside in from(g). He's charged with serving as
presi dent of Hof f man-Stevenson, Inc., and Pacific
Lanes, Inc. Now, on Surfside, Inc., the third one
that's charged here, | may have mssed it, but I
haven't seen any evidence about Surfside Inn as to
staying on as president that was put in.

W can see, of course, that he stayed on at
Hof f man- St evenson and Paci fic Lanes, Inc. The
question is, how does that apply, and M. Tayl or and
I were talking during the break, and in fact what the
Code of Judicial Conduct provides -- at the tine of
his election, it was in the preanble, and what it
says is:

"Effective date of conpliance. Persons to whom
this code becones applicable should arrange their
affairs as soon as reasonably possible to conply with
it."

The idea obviously is, when you get elected
peopl e can't extract thenselves from everything
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they've been involved inin all their years. A
reasonable tine frame is, in fact, anticipated

That preanbl e section, which was in a different
section fromwhat was in the preanble in the '92/'93
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code, when the code was revised in '95, they noved it
out of the preanble, but the sane | anguage now exists

as a formally codified section. I1t's the identical
sane | anguage; it's just in a codified area.
And it says the same thing: "Persons to whom

this code becones applicable should arrange their
affairs as soon as reasonably possible."

And Judge Anderson said, "Look, | was busy,
wor ki ng hard getting all ny affairs wapped up
W got the estate wapped up. | was the one who knew
about what was going on in this process, and
M. Fisher asked ne if | could stay on for a period
of time."

He did not say, and there was no testinony that
he said, "I'lIl get off this, | want --" or Fisher
said, "Stay on to do the Hoffrman transaction papers."
That's not what it was. Wat it was was, to
ef fectuate the other documents that were going on
the sal e of condom niuns and the other things in the
process.

You know, there aren't a lot of documents that
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I've seen that are signed. There's a couple,

think, tax fornms, those sorts of things, in this
January period. There's a huge heap of docunents in
Cctober, in the fall, when the deal was renegoti at ed
there's no question about that.

But in the threshold nonth, nonth-and-a-half,
two nonths, what's a reasonable tine period? And
think a judge coul d reasonably conclude that, "On
sonething |'ve been involved in this long and this
intensively, it's permssible for ne to stay on."

Then M. Fisher said sonething very inportant.
He said, "I was supposed to get himoff, but we
didn't get toit. W even prepared the paperwork,
but we didn't get it done.™"

And now they get to the fall, and Judge Anderson
told you that he coul d understand how peopl e coul d
interpret that differently and they coul d say,
"That's plenty of tine. You ought to be off."

On the other hand, you have to | ook at what
happened and the reasons. He wasn't benefiting from
any of this thing. The estate was going to benefit,
the trust was going to benefit by signing those
docunent s.

He probably shoul d have been off, but he wasn't.
It had not happened due to admi nistrative oversight,
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so nowis it reasonable for himto reach the
conclusion, "Jeez, this is a good thing for themto
get ne off." That's what he did. Sone people woul d
di sagree. O her people would say, "Ten nmonths after
this much invol verent where what you' re dealing with
is not for self-dealing, not for self-benefit, that's

all right." W ask you to disniss the count on that
basi s

W recogni ze that other people would say, "No
he shoul d have been off." But if he should have,

it's frankly a very mnor kind of violation, not one
that rises to the level of jettisoning the judge
which is essentially what M. Taylor is talking
about. And | think that there's enough evidence to
show there's sone flexibility in that range and
there's no specific guidelines on it.

Let's tal k about what the case is really about,
of course, which is this Cadillac deal. Now, | don't
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have a big fancy time line, 1'mnot even going to
draw a big one, but this case is really about tracks
of events.

And the first track, which is areally |long
track -- I"'mjust going to do it this way -- starts
way back here in the 1970s, okay. |In the 1970s, two
young nmen cone to Tacoma. One's going to be a
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| awyer, one's going to be a banker. And they set up
and t he banker begins his own bank; he's been asked
to do so and he goes forward.

The | awyer begins his practice. He |eaves, |
guess, governnent service or sonething and cones in
and begins his practice, and he wants to go forward.
He has sone anbitions, this lawer. This |awer
wants to devel op sone investnents, he wants to
devel op a banking rel ationship, so he goes to the
I ocal bank and he strikes up a relationship with his
| ocal banker, who understands him they have a
vocabul ary they can work with, they can discuss
i nvestments back and forth.

And this begins a friendship in the 1970s, and
that friendship extends on through nost of the '70s,
well into the '80s, and we get into the early '90s.

During that time period that friendship grows.
They get to know each other better. They begin to
shift a relationship froma business relationship to
a personal friendship so that by the tine we get to
the early '90s, M. Anderson is M. Hanmlton's best
mal e friend, best male friend. They know each ot her
they get along with each other

Meanwhi | e, Judge Anderson is noving forward
He's gotten to know the man better. They're spending
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lots of time talking. | practically bored you to
tears with conversations about the transactions they
di scussed, about the details they went through, about
the investnents they've been going through, about the
personal involvenents with their famlies, with the
weddi ngs.

There is no doubt on this record that during
this time period, these nen becanme closer friends,
becane good friends, the kinds of friends who do
things for each other

But these are men of a generation before we get,
as the popular record says, the New Age sensitive
man. These are not going to be people going around
huggi ng each other and | ooki ng each other in the eye
and saying, "This is great," and "I |ike you, you
like ne." This is a different time, thisis a
different era, and you heard M. Hamilton tal k about
t hat .

M. Hanmilton comes from a bootstrap background;
he pulled hinself up. And | like M. Hamlton's --
I"'mnot trying to insult himhere, but this is a man
who shows affection with noney, he shows affection
with nmoney for people he likes, for friends. He buys
busi nesses for his famly. He gets into a
dry-cl eani ng business with his brother to take care
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of himbecause he's the only fanmily menber. He buys
a video store, which turns out not to be too good,
for his son-in-law

This is a man who shows affection w th noney,
and that's the personality trait that we're dealing
with here, because you're going to be asked to reach
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a conclusion as to whether or not this gift makes any
sense in the confines of these people, all right, and
woul d this ever happen

And a character trait of M. Hamlton is that he
shows affection by giving gifts. But he knows that
if he just does it, it's not going to be very
acceptable. He knows that in his world you have to
hide it alittle bit, you have to couch it in ways
that make it palatable to the person that you're
giving it to

And you do it in different ways. You tell them
it's a loan, but you knowit's not a loan, they're
not going to pay it back, but that nakes it okay for
the person to do. You tell themit's for services
that they did, but they know and you know that it's
not really there, at |east he does, and that's why it
gi ves an excuse, gives hima social excuse.

So those nmen on that track get out here to
January, as we all know, of 1993, and at that point
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M. Hamlton does the thing that he wants to do for
his very good best male friend. He nakes a noney
contribution to his friend.

Now, he can't make a noney contribution to his
friend in his political canpaign; he can't go plunk a
|l ot of noney down there. That's not going to | ook
very good. He can't just hand hi mnmoney. Quys don't
do that, people don't do that: "You' re ny good
friend. | really appreciate everything you' ve done.
I'dlike alittle affection fromyou. Here, take
noney." You don't do it that way. You buy gifts;
that's what you do

And in their world, in their world, the world of

people with two mllion bucks net worth -- we're not
tal king about two million bucks paper worth, we're
talking net worth -- in a world where we've got

sonebody with a mllion dollars net worth, you don't
show the kind of affection that's going on with, what
did M. Taylor characterize it, so much as a flask of
whi skey or a jug of whiskey. You mght do that
periodically, but you also can do it on a bigger
scal e and a bigger |evel, because in your world, not
to trivialize people who ride buses, | nyself have
been known to ride a bus or two, but in their world
this is an acceptable range of gift and an
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opportunity to do it.

And remenber what M. Hamlton said. To him it
wasn't open-ended at the tine they made it. To him
it was $800 a nonth. That's how he thinks about it,
and that's the process he was goi ng through.

Now, paralleling this track, however, starting
out here in the '80s, is the Hoffman estate. That's
going forward. Now, what does Judge Anderson do?
Judge Anderson pours hinself into this estate

Wien you go through the exhibits, you'll come
back to that exhibit fromthe people from E senhower
the tax guy, M. Waver. | direct your attention to
that exhibit, because that exhibit shows a coupl e of
things which 1'Il talk about in a mnute, but it
shows in a nutshell what the state of this estate
was, and you get sone idea that this estate was a
disaster, that there were all sorts of liabilities
and probl ers and work had to be done

And Judge Anderson poured hinself into this
thing to make this thing work. He had pride init.
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He wanted it to work right. He was proud of it. You
could hear it in his voice. Wen we got to the |ast
part, when we wandered into Surfside and sone of
those things, you could hear that, you coul d hear
that he was proud of the work, that he nanaged to
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nove these pi eces around and make things happen to
benefit this estate to make it work.

It was a piece of work which he got sone fees
fromit, sure, but you could hear it. It wasn't just
the fees; he wasn't grubbing for every dollar here in
this process. This was sonething he was proud of.

He had work into it, he was proud of it, he was
detailed onit. So he got into this estate very,
very much in the process.

And what this deal was is very sinple. They had
to get the condos up to speed because they coul dn't
get rid of them They had to use the cash flow from
the bowing alley, which is what the business plan
was, to get the condos going to pay all the bills and
fees, then get the condos going, get themsold off.
Now you coul d nake some noney.

Because you coul dn't dunmp these condos; you
couldn't give themaway. They were tinme-shares in a
di sastrous situation, fromwhat we know. And so he
has to use the cash flow to get them cleaned up and
get rid of them and now you can sell the bow ing
alley and you're ready to nmove forward and nove the
assets downstream That all takes time, and it did.

But they get to early 1992. Now, in early 1992
the Trendwest sal es have gone on, sone of the condo
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sales are scheduled. It's looking like it's tinme to
maybe be able to wap this up.

So what does M. Anderson do? M. Anderson
tries to find out who can buy this thing, who will be
interested in this bowing alley. The bow ing people
aren't. He can't find any | eads from people who are
interested init. He's run out of ideas. He asked
sone of the |ocal sal espeople who could do it. He
asked the refinishing people, who were supposed to
have | eads into all the different other bow ing
all eys, places to go, and nobody knows how to sell
this thing.

So he goes to his friend M. Hanmilton and he
says, "M. Hamlton, how can | nmarket this? Wat
woul d be a good way to market it? Let's toss this
around. |'mnot getting anywhere." And Ham|lton,
who al ready knows about the bow ing alley, who knew
M. Hof fman, he had had sone investment opportunities
with M. Hoffman, I'mnot sure if |'mrenenbering
this correctly, but | think he even said that naybe
he'd hel ped M. Hoffrman in connection with the
bow ing alley at sone point.

M. Ham | ton knows about the bow ing alley and
has sone idea. But Is he intimately into it? No,
but he has a general sense of what's going on in this

FOOT OF PAGE 783

O~NO O WDNPRE

bow ing alley.

And M. Hamilton al so has a son who's com ng out
of college, Sean, so M. Hamlton says, "Wll, let ne
take a look, | mght be interested.” So M. Hanilton
begins to do his due diligence in the process.

And in that due diligence, as he decides to
determ ne what he's going to do, what does he |earn?
He learns that in the bowing alley business there
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are a few things that you' ve got to have or you're
not going to make it. You got to have ganbli ng;
you' ve got to have liquor |icenses; you' ve got to
have the fall season cash flow to carry you through
the sl ow seasons.

There can be no question, | nmean, | think | beat
it to death in here, that in the bowing alley
busi ness, everybody knows that you have a season,
which is Septenber, but really Cctober, until
sonetime in the spring, where you nmake noney, and
then it's noney out the drain in the other nonths.
And you better have set aside noney for that period
of tinme.

M. Hanilton knows this. How do we know this?
Well, we know this for a couple of different reasons:
(1) W know it because he said it; (2) we knew
M. Anderson knew about it, we knew M. Anderson knew
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about it before he took over the bowing alley. But
also it's clearly identified in sone of the first
papers in this estate. M. Waver identifies in
those docunents that they' ve got higher-than-nornal
cash on hand. Wy? Because the business is
cyclical. That docunent is being filed in Decenber
and they' ve got nmore cash; everybody knows about it.

But how does M. Hamlton specifically know
about it? Not from osnosis fromJudge Anderson. He
knows about it because he goes and talks with Pat
Confort. Now, Pat Confort is a guy who's had a | ot
of unfortunate events apparently in connection with
bowing alleys. He knows what's going on.
M. Hamlton knows M. Confort because M. Confort
borrowed noney from M. Hamlton's bank invol ving
bow ing alleys in the process.

And M. Confort says to hima few things. (1)
He tries to discourage him obviously not
successfully. But he also tells himthat, "You' ve
got to have the cash flow. You' ve got to have the
nmoney in the fall when you get into these deals or it

won't work. You want to buy in the fall. You don't
want to buy at any other tine. It's inportant to you
to do this."

M. Hamlton, we know, on Exhibit 18, which is
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that two-parter one that we broke up, M. Hamilton
was well aware of this. M. Hamlton did a little
quick calculation, as he is prone to do, on pieces of
paper and canme up with about what he thought, and he
cane up with he was going to be at |east short 60 to
65, 000 bucks because of what goes on in the summrer
seasons. He knew he was going to have at |east that
much to cover in the process.

So he knows all that as he enters into those
negotiations or enters this process wth Judge
Anderson. So he has his deal points. Hs deal
points are: |'ve got to have the cash flow, |'ve got
to have the licenses, and |'ve got to have sone terns
whi ch are acceptable to ne.

Because they're not going to get conventional
financing on this loan. Wy aren't they going to get
conventional financing? Because they've got a
building with asbestos in it; they' ve got a building
with asbestos in the barrel, which is dirty and
falling down, and everybody in the business knows
that the minute sonebody goes and gets conventi onal
financing, the bank is going to show up and they're
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going to say, "W're not loaning a dime until that's
taken care of ," and that's 200, 000 bucks.
M. Hanmilton is prepared to take this risk
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He's prepared to nake the paynents on it, but he's
going to finance it; it's going to be back-financing
fromthe sellers. So he's got his deal points and he
has to have good terns, because he's not going to get
conventional financing on it.

Meanwhi | e, Judge Anderson has arrived at his
deal points, and his deal points are, he wants a
mllion bucks. Now, | told you in ny opening that
you weren't going to hear any testinony here that the
mllion bucks wasn't a reasonabl e nunber, and you
haven't. Okay. A mllion dollars was a reasonabl e
nunber .

Now, if these guys are crooks and cons, the
place to slide noney around is in that, okay. The
place to slide noney around is in that pricing figure
in there. There's lots of reasons to nmove the nunber
up and down and back and forth

But everything here shows that a mllion dollars
was a perfectly reasonable price. They had an
appraisal for a mllion-three. M. \Waver had
knocked off sone value for closing costs. He
attributed a minimumof 12 percent, you'll find out
in his paperwork there, for closing costs al one
That's 130, 000 bucks. He'd attributed the fact that
there was no market for bowing alleys; he knocked
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that off the valuation. He was under a mllion

Judge Anderson canme up with a nmillion. He took
into account there's no closing costs here. There's
no real estate agent going to be paid. You' re not
goi ng to have those kinds of cost. You ve got a
building that's in worse condition; it's got |eaks,
has sewer probl ens, the 200,000 asbestos problemis
still floating around out there. The mllion dollars
was a fair price.

Then they do what all business people do when
they get into this situation. They structure the
deal and then they figure out: How are we going to
allocate it, though? Well, we'll allocate 700,000 to
the | and and buil di ng, and 300, 000 for purchasing the
business itself. That's an allocation they nake

But, you know, we're not here and we're not in a

posi tion of stepping back and saying, "I wouldn't
have done the deal that way. | think they should
have done it differently." This is not a case of

trusteeship mal practice. This is not a case where we
get to come and second-guess the reasonabl e business
judgrent s of Judge Anderson

This is a case in which you have to take what's
presented to you and you have to deci de whether there
was corruption in the decisions he made; is there
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cl ear, cogent, convincing evidence of corruption in
the decisions he made. Not did he nmake a m st ake,
not was he sloppy in drafting it and we wish he'd
done it differently; not woul d other people have
prepared docunents differently in a different
sequence. You have to decide was there corruption in
the decisions that were nade and let's |ook at that.
So he sets the million-dollar price, and that's
what's inportant to him is to get the noney into the
estate. This estate is wapping up, they need noney,
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so he sets the price. And he needs as-is where-is;
that's inmportant to himfromhis point of view,
because he's trying to protect this estate, he
doesn't want it left with these docunents. And those
are, | think fromny point of view the nost

i mportant pieces of the process. So that's what he
does, and they reach an agreenent.

Now, let's talk about this Kevin Iverson. Kevin
Iverson was in here, and Kevin |verson was not
preci se on every date and everything that happened,
but Kevin lverson, you couldn't |ook at that young
man and reach a conclusion that he can lie. He's not
in here lying, he's not fabricating, he's not naking
sonet hi ng up

You know, the conm ssion kind of has to make up
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its mnd. They kept taking runs at our wtnesses:
VWll, M. lverson, do you follow ethical codes?

M. lverson, do you understand what genera
accounting principles are? M. lverson, do you have
all your work paper organized?

Did Iverson flinch at any of those? He answered
them as best he could, he recogni zed they were out
there, and then he defended his position as to what
things he did in accounting as best as anybody t hat
think you coul d expect to cone in here. He'd
prepared paperwork. He'd only been an accountant, a
li censed accountant, at that point for two years,
okay. And he was given this assignnent and he
prepared them

Wiat did M. lverson say? M. lverson said, you
know, in essence, this is not a Boei ng/ McDonnel
Dougl as merger deal. You're not going to have 200
pi eces of paper. These are small business deals. In
smal | business deals, you identify what's inportant
and you go forward and then people try to nake them
wor k.

And that was inportant in this case. Everybody
woul d like to have made it work. Think about what
happens if they get to Decenber and the |icenses come
through but now M. Ham lton steps up to bat and says
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to themat that point, "I don't want to do the deal ."

And he's got some outs. And if you read that
docunent carefully, there's sone title report outs;
there's an out there that you can also use, which is
"I's the title report satisfactory to the buyer," is
in that contract. He's got sone outs in the
contract.

If he steps up to bat and walks fromit, where's
the estate then? Wiere the estate is is they don't
have an asset to sell. They knowit's got sone
probl ens. They have to be back in the market and
| ooking for other places. This is the kind of dea
wher e peopl e know where they want to go, they've
identified what's inportant and now they want to get
there. And then they go to the docunentation and
begin to prepare the docunentation to get ready to do
this.

Now, what do they do meanwhile? They firmit
up, they get the idea what they want to do. Judge
Anderson begins to run for office. He's busy. These
are guys who've known each other for years. They
trust each other; they're backup; it's their son's
weddi ng. They know each other. They know they've
got a basic deal; they can shake hands. There's no
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law, you know, that says --
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THE COURT REPORTER M. Bul mer --
MR BULMER [|'msorry. | know |I'm
tal king too fast

There is no law that says | can't do a
mllion-dollar deal on a handshake anyplace. The
inplication here is unless it's in witing, unless
it's precisely done, it's wong or it's illegal

There's a whol e body of law, folks, in contract
I aw which allows for extrinsic evidence to cone in --
it can come in orally, it can come in outside -- as
to what contracts are about, because people wite
contracts all the tine, even the peopl e who do Boeing
and McDonnel | Dougl as deals, and say, "You know, we
m ssed sonet hing here."

Even if there's an integration clause in the
contract that says everything we're going to do is in
witing here, even then there's a whol e body of |aw
Peopl e cone in and say, "You know, we thought we put
it in here. W knewit was there, we knew what was
going on in the process."

And that's what the chandelier is about. He'd
like to characterize the chandelier as sonmehow bei ng
an attenpt to trivialize this thing. That's not it
at all. Judge Anderson was |ooking for a way to try
to explain in his mind a reasonabl e anal ogy.
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And when you buy a house, you go to those rea
estate docunents, and they're huge. But do you put
every single thing in every tine? No. You walk
through the house -- and |I've | earned the hard way,
and probably some of you have too, but you go through
and you wal k through the house and you assune that
things that are hooked to the walls and things that
are on the ceiling are going to be there. You make
that assunption. Do we all wite themup? Does
every single contract include every chandelier and
the bushes in front of the house and all that? No
Sure, you could. None of us could afford it, but you
could do all that.

But you come back after you bought the house and
the chandelier is gone, okay, and it's out of there.
You assured it was going to be there. You were
entitled to have an assunption it was going to be
there and you put it in that way, and then you can
fight about it. |In this case the chandelier was
gone, which is the noney.

So what do they do? They start to wite it up
Now, they wite this thing up, but like all good
| awyers, they have to do a draft, and they sit down
and go over a draft. And when they go over that
draft in the process, they prepare a draft.
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Now, the draft is inportant fromboth people's
side. It's inportant to the seller because the
seller wants to establish and nmake sure his dea
points are in, but it's also inportant to the buyer
to make sure their deal points are in

Now, we know that M. Ham lton knows it's
inmperative to get the fall cash flow from i ndependent
outsi de sources. The proof shows he knows that.
They sit down to wite it. And what do they do when
they wite it up? They draft it up, they do a rough
draft of it, and they do the rough draft apparently
in early August, about the time they go out and tel
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the bowing alley people that M. Hanmilton is going
to be buying this operation.

The fall season is crucial. They're having the
nmeeting with the | eague season people. They
anticipate it comng through. This is the tinme to
do the introduction, because you're into narketing,
you're into pronotion, you're trying to nake it
happen.

So they prepare a docunent, and that docunent,
of course, is Exhibit 19, which is not one of the
ones we tal ked about here a minute ago in the
opening, in M. Taylor's opening.

Exhibit 19 has a couple of interesting things.
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Exhibit 19 first -- and this continues into 20 and
21, which are the rest of these --

THE COURT REPORTER: M. Bulnmer, you're
speaking so fast that |'mhaving trouble even
under st andi ng you.

MR BULMER |'msorry. | speak fast.
I"I'l try to slow down. | know they want to get out
of here.

Al right. Paragraph 1, listen to this:
"Hof f man shall lease to Hamlton the entire
underlying real estate, building and all attachments
thereto, pursuant to a |l ease to be agreed to between
the parties..."

That's as open as you can get. These peopl e
believe they're going to be able to resolve it.
Odinarily you know what you'd have there? "Pursuant
to an agreenent in the formthat's attached hereto as
Exhi bit A" as you draft that up. That's the |ong
formof doing it. That's the way you prepare one of
t hese things.

But these are people who have faith and trust in
one another that they're going to be able to make
this work. They understand what the basic terns are.
They haven't got the lease in place. They haven't
got the lease in place. But they're going to go
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forwar d.

Now, there's another inportant part of
Exhi bit 19. Exhibit 19, of course, is not a docunent
that M. Hanmilton has seen since he went, as part of
the due diligence, to see M. Schafer. He goes to
see M. Schafer to be his corporation attorney, to
hel p set up the corporation in August of '92.

In August of '92, he goes and neets with
M. Schafer. M. Schafer set up a corporation. He
gives M. Schafer Exhibit 19. The docunent cane
fromM. Schafer's file. W put M. Schafer on.
M. Schafer says, "Ch, yes, that was given to ne in

August and | gave it to the conmssion." So this is
not M. Hamlton's transference over, this didn't go
through his hands. "I gave it to the comission."

What does Exhibit 19 have on it?
JUDGE BROMN: M. Bul ner, could you slide
the bulletin board part back a little bit?
MR BULMER | don't need this anynore.
I"'mpretty much done with that part.
Is that better?
JUDCGE BROAN:  Fi ne.
MR BULMER Wiere is the witten
evi dence that these people have an agreenent? |It's
not a lot of witten evidence, fol ks, but we know

FOOT OF PAGE 796



O~NO O WN P

15
16
17
18
19
20
21
22
23
24
25

that M. Hamilton is not a fool. |f there's nothing
that was clear up here, M. Hanilton is not a fool.
And we know that he knows the cash flowis
inperative. He knows he has to have the cash flow

And what does he get? He gets a docunment from
Judge Anderson, who was | ess concerned about that
i ssue and concerned about the closing. So Judge
Anderson puts a reasonable closing date in there,
from Judge Anderson's point of view, right there,
Sept enber 30.

And what happens on this draft document; what
does M. Hanmilton do? This is M. Hamlton's
witing. He testified toit. This is Judge
Anderson's, that's Judge Anderson's. But nost of
the rest of the witing on the docunent is
M. Hamlton's.

Ri ght there, renmenber, | went over it with him
Is that a "1" and a comma or just a big "1"? At
first he thought it was a big "1" but it's a conma
and a "1". He changes that agreenent to a "1",
because "1" is inportant, and Septenber 30 is not
acceptable to him

He subnits it back, in essence as a counter-
offer. He says, "lIt's got to be Septenber 1, you've
got to have Septenber 1." And M. Hamilton and
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M. Anderson knew, when they did that, that Septenber
was i mportant, because that's when the season starts,
that's what the cash flow was going to begin, and
that's when they had to have it.

So when they say they knew they had an
under standi ng, this was a deal in which everybody
knew you had to have the cash flow The
mllion-dollar price was prem sed upon getting the
fall cash flow

Pat Confort said he wouldn't buy a bowing alley
for the sane price in Decenber that he would in
Sept enber because of the cash flow. You woul d have
to have -- what were his words, right out of his
mout h voluntarily, his words -- price adjustnent.
That's what he would want. There it is, not from
M. Hamlton's file, fromM. Schafer's file in which
they negotiated for.

If this were a contract case, a contract case in
whi ch these parties were now bickering, okay, if
M Ham | ton and M. Anderson were now bi ckering or
the parties were now bickering, we would put that on
and show that in fact there was an intent to change
and there was obviously intent for Septenber 1st to
be a crucial date. And then we would go extrinsic
and say, "Wy was Septenber 1st an inportant date?"
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And we woul d come in and show exactly what
you' ve got here, that everybody knew, including
M. Anderson, that fall cash flow was inportant.
That's what's crucial about Septenber 1st. That's
what's vital in this kind of a business.

So they did the draft, and then they went
through Exhibit 20, which is the one that's dated
August 26th, very shortly after that, and in that
one the draft in fact is changed. It's now
Sept enber 1st. They' ve done the adj ustnent.

They know it can't close that quickly; everybody
knows it can't close that quickly. They're trying to
comuni cate as best they can, sloppily, but they have
an under st andi ng; these are people who trust each



15
16
17
18
19
20
21
22
23
24
25

other to the point that they' re even going to be able
to work out a lease that's crucial to this deal
They know that they're tal king about getting the fal
cash flow

Wien Judge Anderson tal ks about it being the
essence of the deal, it is the essence of the deal
It's there if you know what's goi ng on, but you can't
|l ook at every deal and just read the pieces of paper
and say, "Well, we know everything that's going on
we know all the terns and conditions.”

Wiy is all this inmportant? This is al
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i nportant because the decision to adjust the price
that comes up nakes business sense; is there an

i ndependent track. The conmmi ssion's posture on this
is: But for the car paynents, they never would have
adjusted the price. That's really what it boils down
to. The car paynments generated the price adjustnent.
But for the car paynents, we woul d never have

adj usted the price.

But they woul d have adjusted the price. The
evidence is clear in this process that was what the
expectation was.

In essence what the conmmission's position is
is that M. Hanilton was so dunb that without an
under standi ng as to what was going to happen to the
cash flow, he signed an agreement on Decenber 4th
that was for the sane price of a bowing alley that
he was goi ng to buy Septenber 1st know ng that
bow ing alleys in Decenber are worth | ess than
bow i ng all eys in Septenber.

M. Hamlton is not that stupid. M. Hamlton
signed the papers because he believed he understood
that they would take care of that part. They were
signing the deal, he had an understanding as to the
deal, and it would go forward. He's not so dunb as
to sign a deal and close the deal in Decenber for the
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sane price that he got.
Now, what happened to this noney? A lot of talk

about this noney. Well, there's a lot of shuffling
back and forth. [It's not that conplicated. It's not
that el aborate of a process. If you close the dea

Sept enber 1st, M. Hamilton takes control of the
property and takes the noney, then he pays $50, 000
down, he has a $250, 000 note and he pays it, and
eventual ly the estate gets paid off.

But they don't close. They don't close. |If
they had closed then and transferred it, the estate
woul d not have gotten a dime of the fall cash flow
The estate would not have gotten a di me of that
money; they would not have any of that for their
benefit; it would not have been used for their
purposes. It would all have gone into M. Hamlton's
pocket. But it didn't close

So what happened? The estate got that $90, 000,
92,000 and sone change. The estate used that noney
for its purposes. There was excess cash during that
tinme period, and that excess cash got spent on estate
debt. The estate got the $92,000 and spent it,
$92, 000 that they would not have had if the deal had
cl osed Septenber 1st, $92,000 that M. Ham|ton woul d
have had.
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Now, how you get to the 92,000, | went through
it carefully with M. lverson because there was some
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interest in the process. But | said in ny opening,
as we all know, things glaze over sometimes when you
get to financial nunbers. But he explained it pretty
well, and | couldn't explain it to you agai n now, but
when he got finished, | thought | understood it and
there was a reasonable justification for each of his
entries.

And they all depended on M. Iverson to tell
them what the nunber was. M. lverson didn't say,
"They came to ne and said, 'W've got to get a
hundred thousand dollars out of this deal.'" They
didn't conme to himand say, "You' ve got to give us
sone sort of a nunmber, work it backwards |ike a
puzzle." No, M. lverson said, "They're all ny
nunbers. No one told nme any nunber to get to." The
nunber was going to fall out, whatever the nunber was
was what the nunber was going to be.

So the nunber that was generated, how we got
here, sure, you could probably drag in, and he
hinself admtted, different accountants who woul d do
it differently in the process, but there's no
question about M. lverson's integrity or his skill.
He prepared it as best as he knew at that time, and
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it was acceptabl e.

But there's something very inportant about his
pi ece of paper. M. lverson created all the verbiage
on this form No one told himhow to create it;
that's what he said. He created the verbiage on this
form it was his idea. And he was asked about his
wor k papers.

Now, the comm ssion would like to focus on this
purchase price adjustnment. But that's M. lverson's
| anguage. M. lverson came up with that vocabul ary,
price adjustrments. He did that because he thought
that's how the transaction should be characterized.

Now, the nost inportant verbiage on that formis
right there: Need to adjust fromcash flow from
Sept enber 1st to Decenber 31st. R ght there are the
wor ki ng papers, right there is the statement as
reviewed by M. Fisher as to what was going on.

Thi s docurment does not get accepted until
March 9th, 1993, by M. Fisher. M. Hamlton and
M. Anderson could have cone in there and they coul d
have said as many times as they want to, "Adjust the
price, adjust the price, give us an adjustnent, give
us sone noney back, do what you want to."

But you know what? M. Fisher had M. Hamilton
by the back of his neck. Because he had the signed
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docunents, he had the docunents that said $250, 000
note, he had the docunents on the | ease and option,
M. Fisher was in control. M. Fisher had this
nmeeting on March 9th because he had spent a coupl e of
nonths getting up to speed to understand what was
going on. He had the principal people that he wanted
to get information fromconme into a roomand tell him
about what was going on to see if it nmade any sense
to him if it made any sense to hi mknowi ng what he
knew and what he had | earned about.

This deal, if you want to call it that, was not
ultimately effectuated by Judge Anderson. It was
ef fectuated by the independent trustee who took an
i ndependent | ook at this.

Now, the conmm ssion woul d have you believe that
M. Fisher was a dupe or M. Fisher was a stooge or



17
18
19
20
21
22
23
24
25

M. Fisher was part of this transaction. Remenber,
they took a run at him but they backed off, "What
about this excise tax thing and taking a little bit
of the noney in terns of the closing and havi ng

M. Hamlton pay you the noney?"

They took a little stab at his character, but
they had to back off because they want himto be good
because they want to rely on himfor back -- that he
hadn't heard any conversations in Decenber, so they
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can't beat himup on the excise tax issue if they
want to rely on the Decenber testinony.

So M. Fisher, his notes, his notes, M. Fisher
sat in aroomwth these people. It's inportant to
him The other players say they don't renenber the
meet i ng.

Now, |ook. In a conspiracy orchestrated by
M. Hamilton and M. Anderson, where they came in and
they changed their testinmony fromwhat they said in
deposi ti ons based on documents they | ooked at, | ooked
at things they recalled, the easiest thing in the
worl d to have happened was for M. Hamilton and

M. Anderson to come in here and say: "You know, |
said | didn't know nuch about it, | didn't renenber
the meeting, but you know what, | |ooked at the tine

records and now | remenber where | was sitting in
that meeting, and you're right, and we sat there and
went over everything with M. Fisher.” That's their
exonerati on.

Did they do that? You want to tal k about
credibility? D d they take the easy way? No. They
sat here and the changed their testinony in areas
where in fact they'd had their recollection
refreshed.

For exanple, let's take this tax thing about
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M. Meter-whatever-his-name-is. Wat the deposition
testinony says is he was asked about --

MR TAYLOR  Excuse ne. That's not in
the record.

MR BULMER Al right. | can get it on
the record.

| believe the deposition has been published, and
| believe that | can refer to the deposition for any
purposes. It's been published; | believe depositions
can be used, quote, for any purpose in the
pr oceedi ng.

JUDGE BROAN: It's not in evidence.

MR BULMER Al right. 1It's not
i mportant.

JUDGE BROMN: M. Bulner, in light of the
time, if you could wap up your argument in about 17
m nut es.

MR BULMER |Is that how | ong he had?

JUDGE BROAWN: It's nore than he had.

MR BULMER Al right. O course, I'm
defendi ng and he gets rebuttal. But, okay, |I'll do
the best | can.

JUDGE BROAN:  You're not going to speak
an unlimted anount.

MR BULMER | under st and.
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JUDGE BROMN: | want to give you fair
warning. 1'd like to have an opportunity for a
response prior to the noon hour.

MR BULMER | understand. Thank you,
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Your Honor. | don't mean to be rude. |'mjust
trying to sort out what's going on

JUDGE BROMN: Al right.

MR BULMER So this is M. Fisher's
handwiting. M. Fisher is the one who approved
this. It was explained to M. Fisher. M. Fisher
went through it thoroughly, and he understood what
was goi ng on

And until he accepted that, there wasn't a deal
Until he accepted that, it wasn't final. They canme
in and told himwhat they thought, they came in and
expl ained to himwhat they believed it was, they told
hi m what they understood was going on, and at that
tine M. Fisher signed off on this price reduction
right there

This is a transaction which had to occur, at
least this part down, no natter what. No matter what
woul d have happened, this $31, 000 woul d have had to
have happened, because this is noney that the bills
were sent to the wong place and the people did
busi ness the sane and they spent noney that wasn't
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theirs on sonmeone else's bills.
It's like if you take over a house and you're in

the house and you pay the electrical bill, someone
else's electrical bill, because you want to keep your
electricity on. In the process you get to go to the

prior owner and say, "You owe nme 50 bucks for the
electrical bill."

And that's all this is. So this $31,000 woul d
have happened anyway.

Thi s purchase price adjustnment was set pursuant
to M. lverson's own cal cul ati ons based on a
perfectly reasonabl e direction to adjust for cash
flow from Septenber 1st to Decenber 31st, which in
the industry woul d have been appropri ate because a
price adjustnment woul d be appropriate for a bow ing
all ey bought in the fall as opposed to -- or in the
wi nter as opposed to one bought in the fall.

Let ne talk about the two wives in this case.
The first one | want to talk about is Patty Anderson
M. Taylor's case is prem sed upon the $8, 000 cash
He keeps using $30,000; that includes the $8,000 in
cash.

Ms. Anderson, Patty Anderson, canme in and she
didn't lie to you. She gave that noney. She
expl ai ned where the noney cane from She expl ai ned
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about her famly, about keeping it in tin boxes
because of the Depression and those sorts of things.
There are people who do that.

There's nothing inherently evil in cash
There's nothing wong with cash. People who think
they' re not doi ng anything wong don't have to go out
every tinme they do sonething and keep a precise
recei pt and keep an exact receipt of every single
thing they do

She gave this noney to the man she was in | ove
with and was going to marry for use. That mnoney got
paid. If this noney got paid, which it clearly was,
and the $9, 000 got paid by Judge Anderson, then the
bribe begins to fall down. Judge Anderson put 9, 000
of his own noney init. |If thisis a bribe that's
been orchestrated in the process, Judge Anderson
woul dn't have plunked down his $9,000 out of his
account. It would have come fromM. Hanmilton. Same
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with the 8,000

Let's talk about Diane Anderson. |'mnot afraid
of this exhibit of M. Taylor's, because if you'l
really look at this exhibit, you'll see what's really

in there. D ane Anderson cane in here and she
testified that she didn't renenber the room she
didn't renenber the location -- or she didn't
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remenber the tine, she didn't renenber what el se was
there, and she testified to a ot of other things
t 0o.

She testified that she didn't even know that her
husband was | ooking for a car, yet the car sal esman
tal ked about how a couple cars cane hone over the
weekend. M. Anderson tal ked about how the son had
gone to |l ook at the car they were about to buy, a new
car. And she said, "Ch, no, it was a conplete
surprise when it rolled into the driveway for rmne.

She al so tal ked about, very inportantly, that
she knew about the condom ni uns down at Ccean Shores
that were going on, and she said, when | asked her
about it:

"To the first half of your question, did he tel
you that he was selling tinme-shares? Yes, he did.

Did he say that he was getting a conmission? | do
not recall himsaying he got a conm ssion."
That's the evidence. She doesn't recall. Judge

Ander son does recal |l tal king about the comm ssion
Here's what she says: He indicated he had just
conpleted a closure of selling a large itemthrough
his firm She says a bowing alley, conm ssion
allowed as a realtor woul d.
She's got pieces, closure, selling large itens,
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conmi ssions and realtors. Ckay.

Can you come away convinced that all these years
later, she renmenbers exactly what was going on? This
was a narriage in which she didn't apparently even
understand that it was in trouble. She's told ne the
marriage was fine. She told me the narriage was
fine. But it wasn't fine, and things were in
troubl e.

And you know what? | wasn't going to be mean to
Ms. Anderson up there, but they asked the integrity
questions. W don't question Ms. Anderson's
integrity. She was in here, just like M. Hamlton
soneti mes made nmi stakes and sometimes M. Anderson
sonetimes made m stakes, telling you the truth as
best as she could recall it.

But you have to judge her menory. And when we
got to the very end of her testinony, what happens?
She said, "I would say that that is part of ny past
and | guess that | would say that | have bl anked out
an awful lot of that portion of ny life, so it is not
real sharp in ny mnd, because |'mgoing forward with
ny life."

And when she said that, you could see it on her
face, this was a person who had been hurt and there
was somre unhappi ness there. And when you're hurt and
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you' re unhappy and you have vague recol | ecti ons about
things, your menory does funny tricks. Your menory
does funny tricks.

Can you cone away convinced that there's clear,
cogent, convincing evidence that Judge Anderson
specifically said that it was a commi ssion on a
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vehicle for the bowing alley, when we have
conmi ssi ons, we have realty, we have cl osing stuff,
when we know those events were al so going on at this
tinme in this relationship?

Wiat's going on here? And then I'll wap up,
think, within the tine period

I's 11: 30 what |'ve got, Your Honor?

Here's what we had. W had a track like this,
whi ch was the estate bowing alley. This was going
forward like this. W had a nuch | onger track out
here, which is Ham|ton and Anderson's persona
rel ationship. This deal was conpl eted and w apped
up. There was every business reason to believe that
they woul d do sone sort of adjustment in the process
The gift happens here. This is the closing. This is
the price adjustnent.

| submit to you that when you reviewall this
evi dence, when you review all this evidence, you wll
see that there are two clear tracks going on here,
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parallel intine. This is arailroad track which
goes down here parallel intinme, and in that process
they went forward. There are rational, reasonable
explanations as to this gift and why Judge Anderson
woul d accept it, which you heard himtestify about,
and why it would go forward. There are legitimate,
rati onal reasons why the closure would occur here and
why reasonabl e peopl e, including the i ndependent
trustee, M. Fisher, would say this nade reasonabl e
sense in that process

The conmission's case is not that this is a
railroad track, but rather that it's a nonorail; that
but for this, those events don't happen. You cannot
come away fromthis proceeding, know ng about the
bow i ng al | ey busi ness, knowi ng about how i nport ant
this all was to M. Hamlton in terns of the cash
knowi ng that there were sone indications that it was
negoti at ed backwards, knowi ng that the instruction
that M. Iverson got was for an adjustnent in the
price, and reach the conclusion by clear, cogent,
convi ncing evidence that but for this gift between
good male friends, this would not have happened

And if you can't reach the conclusion that the
only reason that happened was because of this gift,
then you have to dism ss those counts agai nst Judge
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Ander son.
Thank you very nuch.
(PAUSE | N PROCEEDI NGS.)
MR TAYLOR |'ll start where Judge
Anderson's counsel left off: But for, you have to
find the only reason the gift was nmade was because of
the price adjustnment process.

I think that's what the evidence shows. For 25
years these nen had been friends: the '70s, the
'80s, the '90s. 1992, done deals all the way al ong.
We heard about the winery, the casket conpany, the
bui I ding with the only-50-foot-w de opening that he
consulted with M. Hamilton and his friend and he
gul ped and said he signed the escrow and the
nmort gage, the deal went through

No gift, no gift, no gift, no gift. Deals al
the way along. Price adjustnent process, gift. Ws
it agift? Mnbers of the conm ssion can decide
t hat.

Burden of proof. Burden of proof is sonething
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| awyers can argue about and Winstein can wite
about, but at the end of the day, burden of proof is
sinply nothing nore than coming in here and using
your conmon sense.

The way | like to | ook at burden of proof,
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whet her it's a preponderance case or clear, cogent
and convincing or beyond a reasonabl e doubt, the way

I look to look at it, sizing up a witness, | like to
ask nyself and | like the trier of fact to ask
thenmsel ves: Wul d you make the nost inportant
decision in your life based on Bill Hamlton telling
you sonething fromthe w tness stand?

If Bill Hamilton told you your wi fe was having
an affair, would you get a divorce right then and
there? | don't think so. You' d say to yourself,
"Well, that doesn't sound right. W've been married
a long time. Never seen any signs of it, but he says
so. |1'll go out and get some corroboration, ']l

| ook around for sone corroboration, because this is a
serious issue."

Vell, if you ook around for sone corroboration
on Bill Hamlton and what he told you, it's not
there. You can | ook high for corroboration of Bil
Hanilton's testinmony about a gift and that the dea
existed all along. You can | ook high, you can | ook
low, you can | ook at docunents, you can | ook at

testinmony. There's no corroboration of Bill Hanmilton
and his version of the facts.
If Bill Hamilton says your wife is having an

affair, you're not going to go out of here and get a
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divorce. That's burden of proof. That's how to size
up a witness

Evi dence. Were is sonebody, anybody, any
person at all, other than Bill Hanilton, Judge
Ander son, who corroborate the gift story?
M's. Anderson doesn't. Trustee Fisher shoul d have
been able to. He should have been told. The people
who shoul d know, they don't say that. D ane Anderson
says just the opposite

Trustee Fisher. Let's talk about Trustee
Fi sher. An independent trustee effectuated the deal
I wote that down. | don't think that's quite the
way that happened. Tal ked about the neeting
March 9th. Trustee Fisher did the best he could with
the evi dence he had avail abl e

Now, it's been argued that Judge Anderson and
Bill Hamilton are credi bl e because they didn't cone
in here and tell you, "Well, this happened March 9th
this happened March 9th, this happened March 9th."

There's a reason why they couldn't: because
they knew Trustee Fisher was going to be a wi tness.

They coul d have cone in here and said, "Wll, we told
Trustee Fisher about the Cadillac deal when he was
relying on us for advice." No, they couldn't cone in

here and say that, not in a mllion years, because
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Trustee Fisher cones in and says, "I didn't know
about the Cadillac deal."

Judge Anderson says, "l didn't tell Trustee
Fi sher about the Cadillac deal. It was nobody's
busi ness.” They couldn't come in and tell you
sonet hi ng happened on March 9th because there was
sonet hing there who was going to tell the truth.

Next point, it's a quick point, it's a small



9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

point, it's a point of law. There have been
menor anduns subnitted about |aw of perjury, a
suggestion that "I don't recall” can't fornulate the
basis of a charge of perjury.

There was a man down the street who used to work
for Port Tac here in Taconma, a guy nane Howard Wl f,
chief log buyer for Port Tac. Wnt into a grand jury
and said in response to many questions,
"I don't recall, | don't have an independent
recol | ection.”

The Nnth Grcuit, in United States vs.
Port Tac, says that's perjury, false testinony,
knowi ngly giving false testinony. You can't avoid or
evade the charge of giving false testinony by saying
"l don't recall" if you recall.

Next point, another quick point. W've heard
all along how inportant this fall season cash flow
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was to Bill Hamlton. | don't think so. This was a
ten-year deal. M. Hamlton wasn't buying the
bowing alley for the period of Septenber through
January, Septenber through February. He was buying
it for ten years. He was |ooking at the cash flow.

M. Hamilton is a snmart guy. W heard a | ot
about hi s business acunen. This guy's a shark when
it cones to business deals. He knows how to | ook at
paperwor k and fi nance.

Ten-year deal. Can he nake a buck on it, can he
make a profit. He's not |ooking at two nonths or
three nonths, he's |ooking at how the cash fl ow and
profit works out over ten years. Ten-year deal,
ten-year |lease. This cash flow, two percent, three
percent, two or three percent of the noney over the
life of the deal.

Lawer Confort: "Get that cash flow,

M. Hamlton, it's crucial.” It's not in the deal.

Qui ck point, perhaps a snall point. You can't
hand cash back and forth in their world. They can't
do that, these two gentlenmen. Well, if they're to be
bel i eved, $8, 000 cash, delivered by Judge Anderson to
M. Ham | ton.

O course, that's not what M. Hanilton told
Accountant Iverson. M. Hamilton told Accountant
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Iverson that Patsy Kel baugh delivered the noney,
$8,000 cash. Ato B BtoC AtoB BtoC CtoD
Ms. Kel baugh to Judge Anderson, or vice versa, on to
Hanmilton, into Pacific Recreation.

In this day and age, $8,000 doesn't transfer
wi t hout something being in witing. Bill HamIton
tried to tell us there was sonething in witing, an
adj ustment to his sharehol der | oan account on Pacific
Recreation to reflect himgetting that $8, 000.
Wasn't there. He testified in his deposition the
accountant had done it. Didn't happen.

Di ane Anderson. Diane Anderson, Trendwest. [|'m
a big believer in cross examnation. | think that's
where the truth cones out nost of the tinme.
Trendwest deal was done in 1991. Test your nenory?
Sure. But she said, "No, | don't think it was
condom niunms or time-shares.” It was 1993 by now.
What had just closed? It wasn't Trendwest. It was
the bowing alley.

Anot her effort to test D ane Anderson's
recol lection. W heard about a painting: "Wll,
don't you renenber the painting that Judge Anderson



23 gave Bill Hanilton?" She says, "Wll, no." | fully

24 expected, when we heard the lifelong rel ationship
25 between Bill Hanilton and Judge Anderson from both
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1 their nmouths, we'd hear about this painting. It

2 di sappear ed.

3 I'd like to end where | began. The case is

4 about three things: trust, betrayal and

5 accountability.

6 Charl es Hof fman, who's been kind of |ost in

7 t hese proceedi ngs, been gone a long tine, but Charles
8 Hof f man trusted Judge Anderson, made himhis persona
9 representative. Steve Fisher relied on Judge

10 Anderson, his partner of 20 years. He trusted him
11 Q her peopl e trusted Judge Anderson: the |iquor

12 conmi ssi on, the ganbling conm ssion and the public,
13 the people who ride the bus to work, people who don't
14 have a Cadillac, people who make $30,000 a year or
15 $40,000 a year total. They trusted Judge Anderson
16 Betrayal . Judge Anderson betrayed his former
17 client, Charles Hoffman. Judge Anderson betrayed

18 Steve Fisher, put himin a horrible position, a

19 horrible position. He should have told Steve Fi sher
20 about that Cadillac before Steve Fisher is the nman
21 brought in to bless the deal, put his blessing on the
22 deal. He betrayed Steve Fisher.
23 Betrayal . He betrayed the public. The only
24 person, |adies and gentlenen, he did not betray was
25 Bill Hamlton

FOOT OF PAGE 820

1 Accountability. | said when |I began, no one

2 takes pleasure in these proceedings, but they're

3 deadly serious and they're inmportant, and when

4 sonmet hing |ike this happens, |adies and gentl enen,

5 the judge nust be held accountable. Nothing |ess

6 will suffice, and the public, who trusts you | adies
7 and gentlemen to maintain the integrity of the

8 judiciary, the public will accept nothing |less, and
9 the public is entitled to nothing |ess.

10 Thank you

11 JUDGE BROM:  1'Il cone up here so | can
12 be heard

13 The public fact-finding hearing of the

14 Washi ngton State Conmi ssion on Judicial Conduct in
15 the matter of the Honorable Gant Anderson, judge of
16 the Superior Court of Washington for Pierce County,
17 is now concluded. The commssion will notify, in the
18 appropriate manner pursuant to the conm ssion rules,
19 the parties of its decision, which is required by the
20 rules to be announced at a public neeting, which it
21 w il be.

22 Anyt hi ng further from counsel ?

23 MR TAYLOR No, Your Honor. Thank you
24 MR BULMER  No, Your Honor. And thank
25 you.
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JUDGE BROAN:  Thank you very rmuch.

I would also like to say the conm ssion does
appreci ate the work of counsel for the judge and the
conmission in presenting this nmatter this week. W
appreciate the effort that both of you put into it.

Thank you

MR BULMER  Thank you, Your Honor
MR TAYLOR  Thank you
( HEARI NG CONCLUDED
AT 11:45 A M)
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