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[I] portions of the Code on Judic~al Conduct? 
P] A: Yes. 
131 Q: HOW long havc you known Bill Hamilton? 
(41 A: I am going to say since the early to mid '70s. 
[ q  Q: What type of relationship did you have with him? 
161 A: Initially, Mr. Hamilton, I met him as a banker 
m when he formed Western Community Bank, and I think it was 
[el about 1970, and I was looking for a banking relationship. 
p ]  1 had had a semblance of one with Seafirst and when I made 

[lo] the relationship it was wonderful, and, of course, the man I 
(1 I] had the relationship with went to Seattle and that was the 
[ i q  end of the relationship. 
[is] Friends - I don't know that they are clients - I 
1141 want to say friends - indicated at least that was a good 
[ i q  bank, good local bank, so I started banking there. 
[ i q  Initially, I - I am trying to think. Besides banking there 
[ i n  and getting to know them, I have done some real estate 
118) investing, pur~hasing pr~pffty, dcvdoping, and I got to 
(191 know Bill where I would go in and say, "I want to have this 

piece of property that I think I want to buy," or mysdf and 
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111 SWlTLE,WASHINGTON;TUESDAY. DECEMBER 17.19% 
n 930A.M. 
PI 
141 
[q GRANT LANDERSON, deponent herein, having been 
161 &st duly sworn on oath, was 
m examined and testified as 
p j  follows: 
PI 

I101 EXAMINATION 
(1 11 BY MR. TAYLOR: 
[ i q  Q: Good morning, your Honor. Prior to assuming your 
(131 posltion on the Superior Court bench, you were amunici~al 
(14) court judgd 
[ t q  A: Yes. 
(161 Q: That was for the City of Fircrest? 
(171 A: Yes. 
(181 Q: How long did you hold that position? 
(191 A:Ithinkabout15years. 
p01 Q: When did you lave that position? 
PI] A: I left it - it probably would have been December 
PI of '92 or just prior to going on the bench, Superior Court 
p i  bench. 
(241 . Q: During the time that you were a municipal court 
p.51 ludge, did you understand that you were subject to certain 
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p i ]  another partner want to buy and I want to borrow the down 
[nl stroke and the first year's payments, whatever it was. 
~nl And what I enjoyed about him was it was a 
~ 4 1  no-nonsense-type approach. I mcan, it was, "Have you 
1251 considered this; you do this and you do that." I wasn't 
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[I] playing games with him. I wasn't trying to finagle 
m something other than, whcn I was late, I was right up front 
p1 with him and he would usually say yes.Whencver we got 
141 done, he would say fine; bring in the note, sign the note, 
[ q  put the money in the account and we went on.And I did that 
[q for a period of ycars.An4 in that process, I did at lcast 
m four different projects I can think of that I borrowed money 
181 to buy usually raw ground and built little commercial 

developments on. Sometimes he hnvlccd part of iS 
[ i q  sometimes all of them, but usually on the front end, not on 
11 11 what I d the "takeout" or the final loan or I would sell 
[ i q  thun or do something with them. 
1131 After t h a ~  in the process, I probably got to - 
[la] this went on over a period of years. In the process, then I 
[ l q  got to talking with him and he would say, "I am perhaps 
(161 expanding the bank, and I am thinking of going toTumwatcr" 
[ i q  or "I am going to Federal Way or Lakewood."And he would 
[l8l lay out his different projects, what he was doing, and I 
p91 would troubleshoot, if that is the right word, with him. 
[201 (2: HOW frequently did those kinds of meetings take 
p i ]  place? 
[pl k Oh, it developed.They - I mcan, it is kind of 
1231 one of those things that kind of expanded. Initially, not 
M much at all.Thcn, over time, maybe monthly, maybe men 
~ $ 1  weekly, on occasion; sometimes it was breakfast; sometimes 
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[I] it W ~ S  lunch, and that was usually what it was - a business 
m relationship. I ncpa - he was neva - except that I did 
pi purchase stock in the bank But, except for that, I never 
141 bought or participated or did anything with him and he did 
[ q  not with me. It was just - and wc would be objective in 
[q helping cach other in terms of projects we were both . 
m contemplating or undertaking and it became more than banks. 
181 He bought and subsequently sold, I think, two of the 
p] three - I am not sure what they were - banking charters on 

[lo] Maui; he has had some businesses with - that he has 
[I 11 purchased mostly that are operated by his family, sons. 
[ l a  son-in-laws - he has, I think, six kids - that he has put 
113 together and devdoped, run, sold, that sort of thing. 
1141 Q: How did it come to be that, in late December 1992, 
[ i q  you purchased a Cadillac? Were you looking for a car or 
[ i q  how did you make the decision? 
[ 1 1  A: Yeah. Oh, no. No. I was - you understand in my 
1181 - I guess, in my life. I have purchased three new cars. 
[ i q  One was a '64 Buick Skyiark when I got out of law school and 
t20] went in the service, and the next one was a 79 Buick 
p i ]  Rivicra which was the very front end of that classic Riviera 
m design and it is my personal car.And I have had some 

station wagons and other cars in between.And that had 
v ]  upwards of 200,000 miles on it. I take very good care of 
pq them and keep them up and that sort of  thin^. 
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[I] But, when I got to -when I was going on the 
m bench. 1 slid, you know, it is time. I was looking around 
p~ for a car. I would have a check coming in. I would have 
(41 money coming in from distributions from my partnerships, 
[q terminations of accounts receivable, I guess, basically, and 
(61 it was time.And it was around the end of the year; it was 
m in December of '92. I was down at the local Cadillac 
[a] dealer, and they made me an offer that - they say, 'The 
~ 9 j  offer you can't refuse." It was the end of the ycar. It 

[lo] was the last year's modd.They would take it down to - 
[I 11 I would say invoice, but I am not sure what the - very 
[iq low and give you all of the little goodies on it for cost - 
111 (Discussion off the record.) 
1141 A: They would take it down as far as they could, 
[iq add the goodies on for cost or something dose thereto-lind 
[iq so I decided I wanted to buy it. It was one of those things 
[ID that happened. I had looked a couple of times and I went 
lraj back, and they said, "We found one that we think meets your 
[iq criteria and here it is."And I think that was either -it 
pq ml probably just before Christmas. 
pi] Q: How was it that you came to be dealing with that. 
12~j particular dealership? 
[nl A: It was thc only CadiLtac dealership in Pierce 
1241 County. 
pq Q: Had anyone suggested that you contact that 

P W  9 
111 dealership? 
w A: Particularly, no. 1 man ,  Mr. Hamilton may have. 
~1 I don't know. I mean, he owned a Cadillac. I knew that. 
141 Q: Didn't Mr. Hamilton suggest to you that you 
[q contact these people about purchasing a CadiUac? 
[q A: We may hive talked about it, but I also talked to 
m Lincoln - I was looking at two cus, primarily. I was 
[el looking at a Lincoln Continental, which was a brand-new 
p~ Continental of that year, and at the Cadihe. I went to 

[ ~ q  Titus - notIitusW'iThat was - Bii Gill 
ti il Lincoln/Mercury. 
1121 Q: Do you have a recollection of talking to 
111 Mr. Hamilton about this before you went to the dealuship? 
1141 A: Before I went to the dealership? 
[tq Q: Yes. 
[iq A: 1 expect I might have because he had a Cadillac, 
(11 and I asked him how he liked his Cadillac. I am sure I did, 
1181 as a matter of fact. I am sure I did ask him about how he 
[iq liked his Cadillac. 
1201 Q: Did YOU talk to him about the particular 
pi] dealership? 
lpl A: Particular dealership? 
(231 Q: Yes. 
1241 A: I can't recall that I did, but, you know, I may 
(29 havc because, Like I said, unless you are coming to Seattle or 
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[I] going perhaps to Olympia - and I don't even know who the 
m dealers are. Frederick Cadillac sti&, the name, because I 
p] have seen the advertising, but I don't h o w  who any of those .. 
[4) folks are. 
M Q: At that time was there only one Cadillac 
R dealership inTacoma? 
m k Yes.To my knowledge, that is stiU alI there is. 
[a] Q: How is it that Mr. Hamilton began making payments 
R on the Cadillac? 

[lo] A: The - I bought the car. I went in on - they 
[II] said they madc the deal they said I can't refuse. I said 
(121 okay.That is the one for me.The price is right. I went 
[I31 to the bank, Sound Bank, which I had been banking with, and 
1141 I said, "I want to buy a cat" - and this happened in the 
I I ~  term of an afternoon - "and the price is" - and I think 
1161 now I think it was $36,117, and 117 was the - an add-on 
[iq option that I forgot about or that we miscommunicated on. 
[lei And they said, "Fie."They gave me a cashier's 
1191 check at the time because I was leaving town. I think I was 
p] going to San  Francisco or something in between Christmas and 
PI) New Year's, and they wanted a check; they wanted to dear 
12~j inventory, whatever reasons they gave me.They wanted it 
m] ahead of time, and I took delivery after the first of the 
(241 ye=. 
(24 Anyway, I got the check; signed the note, whatever 
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[I] it is; went away, came back.And, after the first of the 
121 year, when I took delivery of the car, went out to the bank, 
PI a d  my recollection is I took - I had a $9,000 distribution . . 
14) check from one of my pxtnership - one of the partnerships. 
(51 I think it wasTuell,Anderson, Fisher & Koppe.And I took 
(61 that in to pay down - the way I have almost always dealt 4 

m with them and at Western Community Bank, I make payments in 
(81 what I call hunks and globs sometimes. It depends on where 
191 the money is at and when I have it. I came in and I paid 

(101 down $9,000 figuring that would hold it for a while until 
[it] the next hunk or glob came along. 
[iq I t  was after that that Bill - Mr. Hamilton said 
1131 - and 1 don't remember an cpct.  c o , n ~ q ~ t i o n ~ . ~ ~ ~ $ ~ ~ t . ' .  
1141 arc your payments," and, I sli~:,~e~,~q$~00'il"il'rnohth..* - ' 
[iq It.* kind of th& effect he sa i~ i~&J,would  likc'to;.. 
[iq ,makc.some of those payments for y&u.". 
1171 0 :  How did he know you had purchased a Cadillac? 
[re] A: I drove up in it. I got the financing at that 
1191 bank. I don't think it was any secret. I probably told 
[zo] him, you know, I said 1 am taking delivery or I got ddivcry 
(211 or here it is. 
f 2 ~ j  Q: Where did this conversation take place? 

A: I can't tell you that. I don't remember. 
(241 Q: DO YOU recall who was present? 
~q A: No. 
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(11 Q: To the best of your recollection, what did 
t2] Mr. Hamilton say with regard to making car payments? 
p] A: He just says, "I wilI make some for you." He 
141 didn't - there was no - it was an open en4  and he said, 
[q "As far as" - I said - I said, 'There is no obligation, no 
[q reason to." 
m And,hesaid,"Iwanttodoit." 
[a] In fact, I remunber - whether it.was that first .,, , 
P l o ~ ~ ~ @ t  one saying "he.(hr  . .  . ... a gift?" 

[ l o ] ,  cya~.ea@ . . . , , .' ., . .\ 
. .. , -. ;;.. ..:4 

11 &-:, 1 &XI . it . w-& - - .  - . y04:.M0~, - - he + $ . ~ p i $ $ $ ~ h ~ b ~ r p y ~ . ~ * : . ~  
11 ~ W O F J C  @ J - Y U & S $ ~ ~ ~ ~  fit Y ~ ~ ; ~ ? F L , & $ $  -rC 

1131 .d=j;i.&e n6t going to be ma% 
[14] .And, I said, ?hank you vciy much," and that was 
[1q literally about the end of it. 
1161 Q: Did it surprise YOU? 
(11 A: Yeah.Ycs, it did. 
1181 Q: Did he tell you who would be making the payments? 
[19 A: No, he did not. 
pol Q: Did you ask him? 
PI] A: No, I did not. 

Q: Did you ask him how the payments would be made? 
p31 A: NO, I did not. 
1241 Q: HOW did you satisfy yours& that the payments 
125) were in fact being made? 

pa& 13 

(11 A: I suppose nGthcr he nor the bank or anybody told 
m me they weren't and I ncvcr asked any questions. I mean, if 
p1 he told me, as he ultimately did, saying, "I am not going to 
[41 make any more payments," then we took care of it. Up to - . 
[q that point, 1 never asked, and the bank never said anything. 
[q I had funds if it were necessary to make them. 
m Q: Did you get any kind of statement from the bank 
[a] indicating payments were being made? 
p] A: No. 

1101 Q: Any kind of documentation, whatsoever, indicating 
11 11 payments were bciig made? 
[iq A: No. 
[ i3  Q: Did you understand that the payments were being 
[i4j made, not by Mr. Hamilton individudy, but by Pacific 
115) Recreation? 
1161 A: NO. 
111  Q: When did you learn that the payments had been made 
[re] by Pacific Recreation? 
[lo] A: Just rcccntly. 
[20] Q: How recently? 
(211 A: Within the last - I can't give you an exact time. 
[22j I am going to say within the last two or three months. 
(231 Q: HOW did YOU lcarn that? 
PI A: Actually, I asked him. I think you subpoenaed the 
psi banks records, something to that effect. I can't remember . 

Min-U-Script@ STARKOVICH REPORTING SERVICES 
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[I] whether these payments were income to you? 
n A: Yes, that would have been the gist of the 
p ]  discussion. 
[A] Q: What did your accountant say? 
[ q  A: He said - I am going to paraphrase now because I 
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111 precisely, but he gave me a copy of the payment schedule 
pi that they got from someplace. It was a recent time. 
[3] Q: How, in the course of that conversation, did you 

-'.> 

[41 learn that the payments had been made by Pacific Recreation? 
[sl A: I looked at the payment schedule, and it says on 
[ q  there - I don't know if it is automatic payment or check, 
m but there is some indication on there that thcy are made by 
[el Pacific Recreation. 
191 Q: Did you discuss with Mr. Hamilton the fact that 

[lo] Pacific Recreation had booked these payments as an utpcnse, 
[ i i ]  as opposed to a gift? 
[ l a  A: I did not know that at the time. 
[i3] Q: Did YOU subsequently learn that? 
1141 A: I subsequently learned that. 
[is] Q: When did you learn that? 
[ ~ s l  A: About the same time that I leaned that payments 

- [ t q  were - how the payments were being made. 
tiel Q: And from whom did you learn it? 
[lo] A: From him. 
pol Q: What did he say? 
PI] A: Something to the effect - I said - I can't 
1221 remember the conversation, but he said, "Yeah,.weU, that is 

how I handle it is my affair," something to that effect. 
1241 Q: Were you surprised? 
pq A: Yes. 
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ti] Q: What did you say to him? 
n A: I said, you know, "Bill" - because before that, we 
R had had the conversation that led up to the affidavit where 
[4] he said it was a gift.And I thought it was a gift.And I 
[ q  had discussed it with my accountant that it was a gift.And 
(61 I don't know that he said much of anything except that is 
m the way I chose to do it. 
[el Q: Who is your accountant? 
9 ' \e Kevin Iverso+- - .., [lo] : When did you discuss the Cadillac paymcnts with 

[I I] Mr. Iverson? 
) (14 A: 1 can't tell you, some time ago. I think when I 

[ i q  was doing my income tax return or sometime thereabouts. 
[MI Q: Was it near the time that Pacific Rccreatioh first 
[ i q  began making payments, or was it sometime after that? 
[ i q  A: It would be sometime after that. 
[ i q  Q: Why were you discussing it with your accountant? 
[lei A: Because I think it was probably a yea  after that, 
[ i g  when I was doing my income tax for '93; so it was probably 
pol in '94.1 can't tdl  you the timing. 
p i ]  Q: SO, YOU were aware, at the time you were doing 

your '93 tax returns, that these payments were coming in on 
~1 an ongoing basis? '; 

December 17,1996 
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111 someone? 
n A: No.You say did I ddegatc it, did I till it 
p ]  ou t.Yes, I wrote thun out, in part, and then either - 1 
[4] can't tell you who typcd i t  1 expect my wifc did at least 
[ q  - I think my wife typed it. 
[ q  Q: Did you read them before you signed them? 
m A: I am sure I did. 
[el Q: You wanted them to be accurate? 
p ]  A:Ycs. 

[ i q  Q: Now, these payments began in early 1993; is that 
[ t i ]  right? 
[ i q  A: That would have been correct. 
[ l a  Q: And they continued throughout all of 19931 
[%I] A: Yes. 
[ i q  Q: And, in the fall of 1993, you were still serving 
[rq as president of HoffhnnSte~enson Incorporated? 
[ i q  A: Yes. . . 
[lei Q: And, in the MI of 1993, H o ~ - S t e v e n x , n  sold 
[IQ] certain b o w h g 4 l e y d t e d  assets to Pacific Reaation, . . 
120] correct? 
p i ]  A: Yes. 
IZZI Q, And during the pendency of that sale, you were . . 

receiving payments from Padtic Recreation? 
p4] A: I was - the sale had taken place back in 1992 or 
pq early - mid '92,I believe. I was technically president 
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[ i ]  in '93 for purposes of wrapping things up. Mr. Fisher did 
R all of the negotiations;d of the representing of any 
R HoF&nanStcvenson intacsts.Thc only thing that I did was 
141 sign, early on, some documents that had been negotiated by 
[q myself before going on the bench - to dean things up and, 

[ t i ]  at the time of the final sale in the fall of 1993, did you 
113 make any effort to determine the nuts and bolts and terms 
1131 and conditions of the documents that you were signing on 
[la] behalf of H o ~ t c v a w n ,  Inc.? 
[ i q  A: Only to the extent Mr. Fisher told me, as trustee 
[ i q  of the Hof6man trus& that he had negotiated with 
1171 Mr. Hamilton, had been in contact with the hospital board 
[ lei  and whoever 1 think - that is all I can recollect - and 
(191 that things were - they had agreed to take a discount and 
m ]  things were completed. I lcnew that - I just didn't sign 
p i ]  them blindly, but I had no partiapation in how they got 

161 think the question..went along thc line: Did you do anything 
m for him; did you bill for him; are they income - did you 
[el consider them as income to you? 1 said no. I had asked and 
p ]  they were a gift. He asked whether I considered thun as a 

[lo] gift.And he basically said: Fine; don't worry about it. 
[ i t ]  Q: Did you cver report the fact of these payments on 
[12] your public disclosure forms? 
(131 A: I don't bclicve I did. 
1141 Q: Why not? 
[is] A: AS I read that, it said on - I can't remember 
114 what it said on there precisely, but it was to the effect, 
[1n if they are gifts that arc not made to influence - 
(181 Iegitimatc gifts not made for purposes of influence or 
(191 gaining stature or position, they were not necessarily 
[201 reportable. 
p i 1  Q: In connection with making that determination, did 
wl you also consult the Code on Judicial Conduct? 
In1 A: I don't know that I did. 
1241 Q: Did you personally fill out your public disclosure 
psi forms over the years, or did you delegate that task to 

p41 A: Yeah. I assumed that they were. 
~ 5 1  Q: You had a question for your accountant as to 

~. - .  
[q A: Not that I & recall. 
m Q: Whynot! 
[el A: That was my business. Did I tell anybody else - 
p ]  I I d  tell my lawyer who represented me in my dissolution. 

[ i q  Q: That is Bill Rush? 
[ t i ]  A: Yes. 
[ i q  Q: Why did you not tell Mr. Fisher? 
[ i q  A: I don't know that 1 did or didn't, but I didn't 
1141 know that it was anybody's business. 
[is] Q: As a fiduciary to Hoffman-Stevenson, Inc., did you 
[ i q  not feel an obligation to disclose to the trustee that you 
(171 were receiving payments kom someone with whom 
[is] Hoffman-Stevenson, Inc., was transacting business? 
[I91 A: I was not - I was a fiduciary only in the sense 
p ]  that he asked me to stay on to sign the documents. In fact, 
~ i ]  he said, when he took over the trustee, as trustee, when the 

estate was closed, that there were several negotiations, 
pa] deals, that had bccn struck relative to the condos, 
(241 particularly, in the operation down there, and, he said, "Do 
1251 you know what they are?" He said. "I don't specifically 
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111 know what they are." He said, "I would like you to stay on 
m to, at least, sign them." 
M..: h 4  I told him..'?I can't a,nd,~p~.if,:~$$~%~tt 
*$sponsib~ty foF+dper;itin&br,ncgo~desr&d, he says,* 
1q ,%t is fine; I will take all of that." 
161 0: My question, though, was - 
m A: Did I feel an obligation to? I don't know that it 
[el - it didn't make any difference. I don't - I guess 1 
191 didn't feel any compunction to - it didn't make any 

.to] difference. I wasn't doing anything at that juncture, 
El1 forward and afterwards, I mean, after Mr. Hamilton made that 
[ i q  offer, and, in fact, did it. 
1131 About the only thing that I did in that 
1141 relationship with him is, in fact, sign the deed, and I 
[ i q  bdieve that Mr. Fisher indicated that, after the - after 
[ ~ q  things had initially settled down, I 6rankly did not get 
[ i n  around to removing me as president, if that is the right 
[ie] word, or accepting a resignation, and I just kind of coasted 
1191 on the books for a period of time.All a sudden, when they 

made their - completed their negotiations and he said, 
p i )  "Grant, you are still the president. Sign these documents. 

and then resign"; that is what I did. 
Q: How about in February and March of 1993, you were 

pq receiving payments on your Cadillac from Mr. Hamilton at 
N that time, correct? 
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111 A: Probably. I would say yes. 
r21 0: You were also actively negotiating with him 
pi concerning price adjustments on the PaciGc Lanes sale, were 
1.i~ you not? 
151 A: No. I don't believe so. Not that I recall. 
R @hibit 1 marked 
m for identification.) 
(81 Q: Do you know whose writing appears on Exhibit No. 1 7  
[91 A: No. 

[ i q  Q: Have you ever seen Exhibit No. 11 
1111 A: I don't know that I have, and I don't know that I 
[ i q  haven't. I have no recollection of seeing i t  
1131 Q: Do you have a recollection of being involved in 
1141 discussions that arc apparently rdlccted on Exhibit No. i? 
[ i q  A: Not that would have taken place after in Much. 
[ i q  Any discussions that might havc t&en:place would have been 
1171 prior t4wk9$,tb1;~tq2. I .  yg-". $ ' *  .t9$hen he took over 
[la] operation of t h e h e s  for ptri" idf tlmc when the liquor 
[ls] license and the gambling license - and 1 think those were 
pol the two primary licenses - were being transferred, and 
p i ]  there was a period of time when that was to - ncccsary and 
pz~ the accountant made the adjustments aftcnvards. It was some 
ya] adjukments that would be taking place after the operation, 
p4j ck$mding on the profit or loss during that period of 
pq obiration, until dosing. 

P i W  22 
[I] And I may have had discussions early on at that 
m closing time in '92, but, after that, these would have been, 
p j  as near as I could tell, accounting adjustmints by the 
141 accountant at some later date, and it says "March." I would 
[q have no reason to question that. 
[ q  Q: Up at the top, it says "Pacific h c s  Purchase 
m Price Adjustments Per Discussions With Grant Anderson and 
[el Bill iiam.dton"? 
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11) that would have even been reflected on here.There wcre 
M some operational discussions that took place of what he was 
R going to do during the operating period that would be , 
141 adjusted up to dosing, I guess you would call it. 
[sj 0: Who was this accountant? 
(61 A: This accountant? .- 
m 0: Yes. 
[el A: I am not sure whether it would be Gary Friend or 
191 Kevin Iverson. I don't know. 

[lo] 0: As I understand this sheet - and maybe you can 
[ i l l  help me - the original purchilse price was $300,000, and 
(14 these are adjustments? 
1131 A: That is what they appear to be. 
(141 Q: On the "Add Back" entries, what is the purpose of 
[ l q  those? 
[ r q  A: Which is that? 
114 Q: If YOU look below "September Through December 
[la] Profit," there are three h e  items under "Add Back: Fair 
[is] market rent, depreciation (noncash)"; what are those? 
pol  A: I don't know. I mean, I truly do not know. q 

p t ]  Q: Who was in charge of this issue for 'e  
lpl Hoffman-Stevenson, lnc., if not you as president? 
mi A: Mr. Fisher was doing all of the operating and 
1241 negotiating - if that is what the word is, and I don't know 
ps1 if there was, at this juncture, negotiating.These were I 
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[ i j  want to say accounting adjustments. I don't - 
m 0: mere is an entry for "Excess LegaI and 
M Accounting." I am not a transactional lawyer, but that 
(41 strikes me as an unusual entry for an adjustment. Do you 
[q know what that is? 
[61 A: I am going to guess at this point. 
m MR. BULMER: Don't guess. 
[el A: I guess I cannot guess then. 
R 0: Do you have any idea what that represents? 

[ i q  A:Itmay-Idon'tknow. 
[ i t ]  Q: By some point did Pacific Reaeation stop m;lking 
111 payments on the Cadillac? , 

1131 A: Ycs. 
1141 0: HOW did that happen? 
( i q  A: Mr. Hamilton one day said, "You know, you are in a 
( i q  dissolution. I know both you and your wile. I know she 
( 1 1  thinks I am part to blame" or some such thing and "I don't 
[la] want to be in the middle of it; I want to terminate what I 
119 was doing." 
[20] I said, 'Thank you." 
1211 0: When he said terminate what he was doing, what did 

he mean? 

. .... . 
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[I] putting things back together. I think it was right near the 
m end of May. It was at the Munorial Day period. I was 
pl leaving for Arizona. I did leave for Arizona and went down 
[4j and spent I think it was a week or ten days, some period of 
[sl time, with my brother and came back and then I - he said, 
(q the balance, I think, was $8,000 - strikes me, and I said 
m "Fine," and I paid him. 
[el 0: You paid him? 

(q A: Yes, I sce that. ....'.. . , - .PC..  

1101 g ~ ~ ~ i ~ ; ~ ~ ; ~ ~ ~ ~ ~ ~ . ~ ~ . $  ~ s s i o " i f t ~ J ~ w % & a  
1111 *33::r.;.--. .. ....-. 
[ l q  h w&e' &ii&'to,&$ laih,wedgq 
(131 O: Is it your recollection that the discussions 
1141 reflected herein took place prior to December 3lst of 1992? 
[ ~ q  A: Yes. 
[ i q  0: Now, some of these entries reflect events that 
(17) took place after January 1 of 1993. For example, "Really 
[te] took possession January 1.1993; installment on the First 
[is] Interstate loan; January Mildred Hoffman payment." Docs 
[zo] that refresh your recollection as to whether you had any 
p i ]  discussions relating to this after January 1,1993? 
[pl A: No, I don't think I did. I really think thosc 
~1 were things that he was going to do in the operation and 
1241 that the accountant made these adjusunents. I do not r e d  
pxq any discussions with him that took place after January '93 

p1 A: Yes. 
[to] 0: Who made the final payment on the car then to the 
Il ll bank? 
114 A: Mr. Hamilton did. I gave Mr. HamiIton the money. 
1131 0: SO YOU gave Mr. Hamilton the money? 
1141 A: Yes. 
[ i q  0: And then he paid the bank? 
1161 A: One way or the other. I don't know who paid who 
117) whcn.As I recall, sccing the paymcnt record, he probably 
[in] paid it first, and I paid him later, but that was kind of 
1191 loose when I went to - because I was leaving for Arizona 
p 1  when we had our conversation or dose to it.And I did. 
p i ]  And when I came back. He says $8,000 and I gave him the 
[ 2 ~ j  cash and that was it. 

0: If he had told you he no longer wanted to be ' 

p4) involved, why did he make the final payment, final lumpsum 
pq payment? 
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1241 A: NO, he did not. [hi . A: NO. 
[251 Q: Did hc tell you he would be making vaymcnts for psi Q: Do you know why he made that h a 1  lumpsum 
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111 A: 1 don't know You know, I lust said to him, 'That 
1 1  is fine, 1 will pay it off.You give me a numbu."And, he - p1 sad, 'Yes, I will." And he did.And I can't remember 

\ 141 whether he said, "I have paid it" or whatever, and, I said, 
.t [ q  "Fmc," and I gave him the money. 

(61 Q: Where d ~ d  you get the funds that you gave to 
m Mr.- 
[el A: Part of it was cash that I had. Some - most of 
R it was cash that came from the lady that I was in - the 

[lo] principal person in my Life. 
[ i l l  Q: How did that work? 
[iz] A: HOW did it work? 
[ l ]  0: What happened? 
1141 A: She gave me cash. She was, frankly, Living with me. 
[ i q  I had - in my dissolution process, my wife had - bcking 
[ i q  UP, had indicated that, you know, she had - I had the car. 
. [ i q  There is a value to the car in that process. She says, "I 

(101 know there is money owed on it, but I also know Mr. Hamilton 
[is] is paymg." 
p ]  SO, I said, "Just take-%t out of the piccure. 2 

p i ]  we a p"f $ $ , ~ @ ~ f i $ @ $ r g ~ ; ~ y  
(221 oblig'a'ti6d40n thc d-' e Whur I made those 
pl chnmitnts td h&, I had no idea that 1;; was going to stop 
p41 making payments or othenvk because he had no obligation to 
pq do that. 
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111 And, she says, "We will keep it dean. I have some 
money." I had done work on her home. I had paid for the 

pi trip to Arizona. It was kind of a quid pro quo. It was a 
141 long-term relationship and still is. 
[q Q: How did your wife know that Mr. Hamilton had been 
[q making payments on the Cadillac? 
m A: I told her. 
[el Q: W h m  he first began making payments on the 
p] Cadillac, did you tell her at that point? 

[ i q  A: I expect I did ) [ i l l  0: What did you tdl her? 
, [la A: I just told her - I can't run& pr&y I 

(131 probably said, you know, "Bill said he is going to pick up 
1141 the payments,* something to that cffcct. I don't know 
[ i q  precisely what I told her. 
1161 Q: The final $8,000, did you pay that to Mr. Hamilton 
[ i q  or did Ms. Kelbaugh pay that? 
[iel A: No, I did. 
[is] Q: You are sure about that? 
p ]  A: Yeah.1 am. 
p i ]  Q: Is it possible Ms. Kelbaugh made the payments and 
[nl you repaid her? 
[n] A: Had she made payments? You mean, made the payment 
[24] and I repaid her? 
pq Q: Made the payment to Mr. Hamilton. 
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111 A: I have not - when you say "repaid her," that is a 
m nebulous term. I have not written checks back to her for 
n any sum of m0ney.A.s I said, I have paid for her travel. I 
(41 have paid living expenses. I have worked on her home, 
[ q  provtded some remodding enses; paid some expenses. 
[GI Q: Is it correct that, of th38,OOO *at you paid to 
m Mr. Hamilton, that Ms. Kdbaugh was the source of some of 
[el those funds? 
A A: Yes. 

[lo] Q: You didn't repay her? 
[I 11 A: Not directly, no. Not in terms of did I pay her 
[121 back checks, no. 
1131 Q: Did you ever tell your wife that the Cadillac 
(141 payments were a commission as to the d e  of pacific h d  ':? 
[ i q  to Mr. Hamilton? ... +'.! 
1161 A: No, because they weren't - ( $ 1  Q: Dld you ever make any statements to that effect to 
[iel your wife? 
[is] A: Not that I am aware of. I don't know why I wouId 
p ]  have because they were not. 
~ 1 1  Q: When Mr. Hamilton originally told you he would be 
pa making payments on the Cadillac, did he say for what 
[231 duntion or what tune ~criod? 
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[I] one year' 
n A: 1 don't recall any period of time. 1 mean, he had 
131 no obligahon to make any payments. 
141 Q: Was Mr. Hamilton the person who Erst told you 
[ q  that this dealership had this particular Cadillac for sale? 
[q A: No.This particular Cadillac, I think, came out 
m of inventory someplace else. I looked out there before - 
[el I don't know where it came &om. 
r ~ 1  Q: Did Mr. Hamilton tell you you would be able to 

[ i q  obtain a good deal if you went to this dealership to 
[ t i ]  purchase a Cadillac? 
(14 A: YOU say "good d d "  - I don't know that I could get 
1131 any better deal there than I could any other place. Like I 
114 say, they are the only one in Pierce County - not in Pierce 
[ i q  County; they may be the only one in Pierce County, the only 
[is] one inTacoma; the only one that I would consider dealing 
[ i q  with, for service purposes, and othcrwisc. 
[is] Q: I understand that. Did Mr. Hamilton tdl you you 
[ie] would be abIc to obtain a good deal on a Cadillac 6rom this 
t20] dealership? 
pi1 A: I don't r&aU that he ever said that He may, 

' 

lpl have, but not that I recall. 
p] Q: The conversation where Mr. Hamilton told you he 
p4] was going to discontinue making payments on the Cadillac, 
pq where did that take place? 
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[ i ]  A: I believe that took place in his office. 
R Q: How was the meeting armngcd? 
(q A: They are not arranged. Sometimes, if I go out to 

the bank, I just see if he is in. He happened to be in. I 
[ q  mean, I don't know that he called or made an appointment or 
[ q  anything of that nature. It just took place. 
m Q: How did the subject come up? 
[el A: He brought it up. 
tsl Q: Tdl me, as best you can reall, what he said. 

[ i q  k Something to the cFfect, "Grant, you know, I have 
[ i  i ]  been doing this.We have been fiicnds. Diane has been a 

'* 

(14 friend. I don't want to get drug into the dissolution. In 
[ i q  fict, I am, you know, not going to be making any more 
[14 payments." 
[ i q  I said, "Fine. I really appreciate it.Thank 
[ i q  you very much. Can you give me the pay-off figure so I can 
[ i q  make arrangements to pay it off?" 
[I81 Q: Did he say he would be making the final lumpsum 
[is1 payment? 
p ]  A: I don't r e d  that he said that he would make the 
p i ]  lump-sum hnal payment. 
[a Q: When did you learn that he had made the final 
[nl payment through Pa&c Recreation? 
[24] A: I don't know how - that he made it through 
M Pacific Recreation? I didn't learn that until recently. 
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[I] Q: Putting aside the issue of which person actually 
m made the fin;ll payment, as between Bid Hamilton or Pacific 
p ]  Recreation. when did you learn that the final lumpsum 
PI payment had been made - 
[ q  A: I think I probably - 
[ q  MR. BULMER: Let him finish his question. 
(7l Q: When did you learn that the final lump-sum payment - 
[a] had been mde? 
PI A: I bdicve when I got back from Arizona. 

[lo] Q: HOW did you learn that? 
1111 A: I think he told me. 
[ l a  Q: Did he tdl you why he had made that payment - 
[ l3l  A: No.No. 
11-41 Q: Let me finish my question. 
[ t q  A: I'm sorry. 
1161 MR. BULMER: Now both of us have told you 
[ i n  that.That is twice. 
1181 Q: Did he tdl you why the final payment had been 
[IS] ma& after he told you that he was not going to make any 
p ]  more payments? 
(211 A: NO. 
~ n l  Q: Did you ask him to make that final lump-sum 
ml ~avment? 
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be] a strawman for Mr. Hoffman? 
[iq A: I suppose effectively, after the fact, is what I 
pq understood, yes. 
pi] Q: When did you acquire $ a t  understanding? 
m A: I can't tdl you if it was Worc or aftcr 
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[I] payment of $8,000? 
p] A: No. 
p1 Q: I may have asked this: Did you ask him why he 
(4) made the final $8,000 lump-sum payment? 
[s] A: No. 
A Q: Did you even discuss that with him? 
m A: Just the fact he said he had. 
[a] Q: How did it come up that you would pay him back for 
p] that? 
lo] A: I knew, before I left for Arizona, that I was 
111 going to pay off whatever it was, and he may have, at that 
j4 time, given me an $8,000 figure. I don't precisely recall. 
jq i know I had the number in mind.When I got back, I went 
,141 out to pay it, and, he said, "I have taken care of &.You 
.iq owe me," and, I said, "Fine." 
jiq Q: Did you pay the 8,000 to him individually? 
1171 A: Yes. 
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[I] More then once he would send me to the annual 
[2j meetings with his proxy because he literally didn't dare 
p] show up. With his proxy and the units he had, he could do 
141 anything that he wanted. 1 mean, it was one person, one 
m votc.And that was it. 
(61 There was one time, historically, he said, 'The 
m heck with them. Let them put on whoever they want," and 
[el they did. Somebody got on one week here and one week there, 
p] and it was the dcviI for him to deal with because these 

[lo] folks had their own agendas, and they wanted to sell 
11 I] computers to the condos and somebody dse wanted to do 
(14 something and nobody had any real interest in it. So he 
(131 said that won't work. I wanf for Jack of a better word, I 
(141 want - I will h o s t  d him a puppet - somebody who will 
[lq kind of do what I want to do and not be an obstructionist 
(19 and not get in the way. 

Q: You understood, in cffcck Mr. Duncan McMillan was 

. . 
pl Q: ~ , d  &U ever disclose the fact of these payments 
~ 4 1  to Mildred Hoffman? 
pq A: Not that I can recall. 
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111 Q: Did you ever disclose the payment to anyone who 
was to be a beneficiary under the will and trust of 

m Mr. Hoffman? 
[4] A: Not that I can r e d .  
[q Q: Why didn't you tdl them? 
(61 A: Who - I am not sure - 
m Q: Mrs. Hoffman, for example, why didn't you t d l  

p] A: Mi1lie.wa.s 

114) A: Yes. 
[iq Q: HOW do you know Mr. Duncan McMillan? 
[iq A: I can't teU YOU when or where. I have known him 
(171 for years. I think I probably knew him at least in part 
[la] through Mr. Hoffman down at the condos. I probably have 
1191 known him at least passingly socially. I can't tell you 
p~ whether or what - where I first met Mr. McMillan. 
pi] Q: Were you aware when he originally acquired an 
[221 interest in Unit 132 of the Surfside? 
pl A: I am not sure of the unit number, I can't tell 
(241 YOU the number. In a general sense, I can only tdl you 
pq what I had an understanding of More my time or when I was 
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111 operating - or when I was representing Mr. Hoffman but 
m didn't necessarily have full knowledge of everything that he 
131 did. 
(41 Q: What understanding did you acquire? 
[q A: Well, my understanding was that he gave him- 
(61 MR.BULMER:He? 
m A: Mr. H o f b  gave Mr. McMillan some - I a& going 
[el to say use of some units, put thcm.in his name, so that 
A Mr. McMillan could be on the board directors of the owners' 

[lo] association with the idea, when he was no longer on the 
1111 board of directors, it would be givcn back 
114 Q: TO your understanding, why did Mr. Hoffman want 
[IS] Mr. McMillan on the board of directors if he wasn't an owner 
[MI of any units? 
[iq A: I t  goes back many years. Mr. Hoffman built those 
1161 condos. It was kind of his dream down there. He built the 
[I?  restaurant and the pool facility first.Then, subsequently, 
(181 he built thc condos, sold them, making all kinds, probably, 
(191 of statements, at least implied warranties, warranties, 
p] what-have-you, to various folks, most of which he never 
1211 carried through on.The buildings were getting in bad 

shape, ready to slide into the ocean - maybe not quite 
1231 literally. but figuratively, but just about. He went round 
1241 md round for several years with the owners' association 
[251 with h e  people he had sold units to. 

Page 32 - Page 37 (8) Min-U-S 

&i ~ r .  ~ o f h  died and ~ r .  ~ c ~ i l l a n  was t a g  me "I am 
p4] giving these back to you because I am not on the board and 
ps] this is what happened." I un not sure if I learned it from 
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[t] him or I might have learned it from Mr. Hofhan beforehand. 
[21 I don't recall learning it from Mr. Hofhan. I remember, it 
PI seems to me, Mr. McMillY1 told mc that after Mr. Hoffman ' 

141 died, and he said, "I have no use for them anymorc. I will 
[sl give thcm back"And that is when we &erred them. 
R Q: That conversation took place within a few days of 
m Mr. Hoffman's death? 
pj A: When you say %thin a few days," within some 
p] relative period of time around there, yes. I can't tdl you 

[lo] precisely. 
[r I] Q: On Mar& 9.1989 - Mr. Hoffman died when, on the 
I121 7th? 
1131 A: It was March '89.That is aU I can remember. 
[MI Q: On March 9 of '89, you spokc to Mr. McMillan for 
[ ~ q  20 minutes about the Surfside units. IS that the 
[ ~ q  conversation? 
i A: That may have been the conversation.When you 
[la] tell me that, if that is what the time record shows, then I 
[iq probably did. I don't have any independent recoflcction at 
p] this time. 
pi] Q: So you learned appucntly, in that conversation, . 
~n] that Mr. McMilLan's ownership of units had been as a 
p] strawman for Mr. Hoffmat-2 
[24] A: I would suspect SO. 

Q: Did you form a judgment at that time as to the 
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(11 propriety of Mr. McMillan's acquisition of an ownership 
pl interest in those e t s  or in the unit? . . 

p] MR. BULMER: Propriety? 
141 A: I don't think it was proper, if that is what you 
[q arc asking me. I am not sure what you are saying when you 
[ti] say "the propriety." 
m Q: You formed a judgment that would have been 

(161 a$q$sition of the interest? 
($71 Ai:Oh, you mean, way before that time? 
[la] Q:i Back in '85. 
(19 ;&: I don't have any recollection of it. I don't 
m] bekqvc so, not that 1 am aware of. .. fi 
[21] Q: You arranged that Mr. McMillan would give back his . 

[ZZJ interest in the unit to Hoffman-Stevenson, hc.? . . 
p31 A: Yeah, I think that was a mutual agreement.. He 
p.il said, "You know, they weren't mine really to bem with and ..c. 

psl I don't have any" - I: 
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(101 A: It says "taktble sale price."That might be 
(111 different than an actual sale price. 
1121 Q: Let me rephrase.You knew, at the timc that you 
1131 signed this, that no money had been paid to Mr. McMillan? 
[ I ~ I  A: Yes. 
[ ~ q  Q: And you knew, at the time that you signed this. that 
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[I] Q: Ok~y. It  was agreed there would be no payment by 
PI Hoffman-Stevenson, Inc., to Mr. McMillan for that interest? 
131 A: The only expense I think there would have been 
[4] would have been probably some transfer fees. 

) 19 0: You did not negotiate to pay him $14.100? 
16) A: Did not. 
m Q: And Hoffman-Stevenson did not pay him 
[el $14.100? 
191 A: Did not. Not to my recollection, I don't bd i c~e  

[lo] so. 
[ i t ]  (Exhibit 2 marked 
(121 for identification.) 
(14 Q: Do you recognize Fzhibit No. 21 
1141 A: Yes, I do. 
[ i q  MR. BULMER: Look at all of it. Don't just 
[ i q  look at the cover.At least look at more than the first 

. I 1 7  page. 
[ie] Q: DO you recognize the frrst page of Exhibit No. 2? 
1191 A: Yes, I do. 
pol Q: That is your signature on it? 
p i ]  A: Yes, it is. 

Q: And this was filled out before you signcd'it? 
A:Yes,itwas. 

p41 Q: And you read it before you signed it? 
pq A: I am sure I did. I have no independent 
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111 recollection of any of that, but typically, I would not sign 
m them in blank, so - 
M Q: And you represent there that the dcs price was 
[4] $14,100? 
[ q  A: That is what it says. 
161 Q:Yes. 
m A: I don't recall - typically, I talk to the 
[el tax people. Whether that was assessed value or whether that 
PI was - I don't know where that number came from. 

[lo] Q: Is it correct there was no gross sales price of ) [ i l l  $14,100? 
.. 1121 A: That is true. 

(131 Q: IS it correct that that entry is i n c o w  . 
[id] A: It is not on a dosing statement that shows - it 
[ i q  shows a sales price.That may have and often is, when you 
[i6] are dcaling with sales tax and those da  and regulations, 
[ i q  change or have changed over the years, whether you arc 
[iel forgiving an indebtedness or whether it is real or not. I 
[ig] have a totally unrelated transaction where I have a partner 
(201 - we have got an undivided half-interest in a unit, and 
p i ]  then we cach bought an undivided half-interest in one and we 
12~j wanted to quitclaim each other's to clean them up. 
p ]  That was in Lewis County and the excise tax says, 
p41 no, you have to pay excise tax on the full assessed value of 
pq each conveyance, one to the other. even though it is a 
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[I] cashless transaction and that may wdl have been the 
m situation there.That is a number that the excise tax 
p ]  people said, for whatever purpose, you have to pay tax on. 
141 Q: At the time that you signed this Exhibit No. 2, 
[ q  the fist page, you knew that no sales price had been paid? 
161 A: Yes. 
m Q: You, nonetheless, signed it? 
[el A: When you say "sales lirice" - 
PI Q: Let me revhrase. 

[I61 YOU were ripresenting that there wai a sales price of 
L 

[ i n  $14,100? 
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[I] said, I don't know whether that in fact was the assessed 
p1 value which I know some counties -and I don't have any 
p1 independent recollection here - use when they do these 

transactions and they are cashless transactions.They are 
intacsted in collecting their tax. If they say the 

[q assessed value is this, we will multiply it times six, 
m whatever the number of units were, and that is the number we 
[el will use. If that is the number they used, we said, "Fine, 
~e] we will pay the tax based on that and we will sign it. " 

[lo] Q: Do you recall who you talked to? 
[ i t ]  & No, I do not. I mostly talked with Charlie Mills 
114 at PacificTitle, Pacific CountyTitlc. 
(131 Q: Did you disclose to anyone that this tmnsaction 
1111 was intended to remove a strawman from the board? 
[iq I don't how. I probably did, but I don't know 
[ i q  whether I told Charlie Mills that or whether I told anybody 
[ i n  that I, frankly, don't recall. I don't think it was any 
[ i q  secret, but you say did I disclose? I can't runember that 
[ i q  I talked to anybody and said this is what happened. I was 
~1 just trying to dean things up because they were in such a 
p i ]  bad state. 
~n) Q: Did you disclose to anyone on the board of 
r23j directors that you were trying to get a strawman off the 
p 4 ]  board? 
pq A: He was off the board before then. 
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ti ]  Q: Did you disclose to the board of directors that 
rq his tenure on the board had been in the capacity of a 
pi strawman for Mr. Hoffman? 
H k I don't h o w  whether I did or didn't 
[ q  Q: Why was the transaction, whereby Mr. McMilIan 
[61 returned the units, why was it done as a quitclaim deed? 
m k I can't tdl you at this time. 
[el Q: Was that a function of the fact that his initial 
PI acquisition had been under questionable circumstances? 

[ i q  k I don't have a due.What I do see is it was 
11 $1 notarized by Cathy Livingston who was down at the - the 
[I4 manager at the ocean. She may have typed it up when she was 
[ i q  - whcn he was down there and he probably signed it down 
[I41 there if she notarized it when he was down there for some 
f lsl  PurpOse. 
[ i q  Q: Isn't it correct you would have been the one who 
pq determined it would be done as a quitclaim deed as opposed 
[ i  81 to a warranty? 
~ S I  k I suppose, if I had been asked, I might have. 
PI Q: Do you believe you were asked? 
1 ~ 1 1  k I don't - I don't believe I was. I believe I 
~nl chccked with the title company and they said -which I did 
1231 regularly when I went down to the ocean, which I often did 
I241 in the early days, particuhrly - I regularly stopped by 
pq the title company and tried to dear up, a piece at a time, 
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[I] a number of the units that had problems.And Mr. Mills 
m would often go back and pull the files on the spot and say, 
M "Our records show that.' I have no independent 
141 recollection. Mr. McMillan was saying, you know, "I got it 
(51 for free, and I am going to give it back for free, and I am 

[iel A: Again, I talked to, as I indicated to you - I 
[I91 would think at that time I talked to the cxcise tax people. 
p ]  If I put down zero, they would say that is not acceptable 
~ 1 1  bccausc thcrc is something or somc mlc or somc forgivcncss 
PI because there was a request for reconveyance of the deed of 
[nl trust that went with it.There is some - I am looking for 
(241 the right word - some consideration.And that was the 

. . 

1101 Q: Would you have been the one who would have taken 
[ i  11 care of that? 

A: Did I make entries? No. Did I give the 
(131 information to the accountants? Yes. Do I have an 
[i41 independent recollection of how it was handled? No. ' 
[ i q  Q: When we met with you approximately two months ago, 
[ i q  YOU told us you had no recollection, whatsoever, of this 
[in transaction.What did you do to refresh yourself, refresh 
[la] your recollection. as to this transaction? 
[ie] A: Looked at these documents from when you had asked 
W] Mr. Bulmer for documents regarding this. He went through or 
pi1 rcqucstcd, 1 think, the Fisher, Koppe office to gct 
lm documents and they got these documents and I looked at them. 

Q: Who actually prepared the first page of Exhibit 1:; No. 2? 
p5l Considention that they indicated, whethcr - and, as I lrzq A: I don't - the excise tax statement? 
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111 Q: Excise tax affidavit. 

A: Affidavit - I don't know. 
PI Q: Would it have been someone who acted under your 
(a] direction? 
[s] A: Probably or could - I mean, it could have been in 
161 my office. I t  could have been at the beach by 
m Ms. Livingston, or it could have been the title company. I 
[el just don't know. 
81 Q: Putting aside this particular transaction, you are 
:iq aware that the excise tax affidavits are then GLcd in the 
;ti] county in which the transaction took place - 
114 A: Yes. 

Q: - and that anybody can take a look at these and 
(14 determine the purchase price? 
jiq A: When you say "determine the purchase price," I 
[iq suppose, if you want to say that is the purchase price, that 
[in is the number that I put down that the excise tax people 
tiel said was the appropriate number to pay tax on and that, to 
[iq their minds, was the appropriate consideration and that is 

what went down. I don't know that they arc put down there 
for the purpose of tdling other people values. 

Q: You are aware, though, that other potential 
(n] purchasers sometimes look to these to see what prices have 
[24] been paid? 
pq A: I assume they can. I don't know. 
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111 Q: I have looked at the prices that were being paid 
m at or around this time period for these units, time-share 
pj interests.This price appears to be substantially higher 
(41 than any other price that was being paid. Do you know why 
[q that is? 
[GI A: No. Do you know the assessed value at that time? 
m Q: Not off the top of my head. 
[el A: 0kay.That is the only one that sticks in my mind 
(q as a possible. I have no idea where the dollar figure came 

[to] from, other than potentially that. 
[i 11 Q: Ultimately, you individually ended up owning some 
[tq of the timeshare intervals in 132 that Mr. McMillan 
1131 conveyed back to Hoffman-Stevenson and you acquired those 
[14] from Louise Pagni? 
1151 A: yes. 

p j  MR. BULMER: Is this a good time to take a 
PI short break? 
pq MR. TAYLOR: That is just fine. 
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ti] (Short recess.) 
m Q: Going back to the excise tax affidavit, the person 
PI who gave you the $14,100 number, did you tell them the 
(41 circumstances of the transaction? 
151 A: I would probably have told them it was a cashless 
R transaction. I don't know if I would have o r p h e d  the 
m basis or why. I do not recall at this time. 
[el Q: Did you t d l  them Mr. McMillan ncver.had.a ' .  . 
p] legitimate ownership interest in the fist  instance? 

[to] A: I am not sure I would have gone into that kind of 
[t 11 detail with anybody. Just that it was cashless; he was 
11z1 giving it back. 
(131 Q: Is it fair to say that whocvcr you had secured 
[14) that number from was not given the complete information 
[is] about the nature of the transaction? 
1161 A: When you say "complete information," whoever "they" 
1171 might have been was given sufficient information for 
[te] whatever the determination was. 
[t91 Q: Whatever information you gave them, you did not 

tell then\ of your judgment that he had not properly acquired 
Pcj an ownership interest in the first instance? 
p21 A: You are putting words in my mouth because I am not 
in] sure he did improperly acquire one, either. I am not sure 
124) i t  is improper for somebody to give somebody a unit. I 
ps] didn't make that - I am going to back up from what I said a 
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[I] little bit ago. 1 may have made that statement, but I am 
W not sure it was or wasn't improper. I t  was a fact; it was 
R done; it was history by the time I got there. I was getting 
(41 units back for the estate. He said. "I have no interest in 
[s] them. It is cashless. I am just going to give them to 
R YOU"; end of story. Did I makc a federal case out of it? 
m No. 
1131 Q: The fee afiidavit that you submitted, in December 
PI of 1992, was that supposed to represent all the attorney's 

[lo] time that had been devoted to the matter of the estate? 
[ill A: It represented al l  of the time that I wrote down. 
[iq I probably missed a lot of timc.This particular estate , , 

' 

[I31 ended up having more worms than most, by far, and I am sure 
(14 I missed a lot of time, but that that 1 wrote down was . 
[IS] included in that affidavit. 
[iq 0 :  Were there any types of time or segments of time 
[in that were devoted to this that were intentionally excluded 
[is] from the fee &davit? ' " 

[iq A: Not intentionally urdudcd, no. 
rn Q: The management fees that were chkged to 
pi1 ~~~~Stcvcnson/Surfside Pacific, were those attorneys' 
fpl fees? . . .. . 

, ,.;.A . . . A  

p] A: Ycs.Yes.Those were all  - yes, indudcd within ; ' 
M that fee. . . _.:_ 

pq . Q: Within this fee? 
Page 48 

[I] & Whatever got approved ultimately, yes. 
~zl Q: How do you mean "mdudcd"l 
t3) A: When we accounted faithe dnal fee in tlli:%-< . . 
(41 all of those fees. &it iiad'lSm.paid, on an ongoing bijis. 
[q 'd along were-deducted. 
[q ' Q: The order approving the fees authorized the 
m payment of - the deacc of distribution authorized payment 
[q of $1 12,094.25. 
w A: Uh-huh. 

1101 0: Let me ask it this way: Following the entry of 
[ill the decree, how much money was paid? 
[tq kIcan'ttdyou.Im~ftom~accounting,.~-.,:*v 
[is] 1141 nllIDbei standpoint, .- it I ~ ~ r ~ + n n ~ l ~ S y t h ' ; ~ ~ i r i e S ~ d ~  ~t , 'n6t . 'pPrhUcjcf i , rc&~2'~~~~r  ' ~ p a t ~ t h a t  

*-.;.. . .b.. -3L. --.--... tr ..., ..--.--- -..- -. 
ri sl And, Mri.~sd.-d if .th'.i2.+&-s;r. a l o a g , q u $ ~ ~ ~ , t ~ t a ~ ~ n  bhC*l~-pad . .  an . 'ongoing . . &is. 

117) Q: SO, the ongohg 'iiamgcmcnt fees were deducted from 
[ie] the 112,000? 
[Iq A: Yes. 
f201 Q: IS that typid, in an estate situation, that you 
(211 arc paid on an ongoing basis without approval from the 
[221 court? 
[n] A: I don't know that it was typical and that I had 
[24] that many that do tha~?his was an ongoing onc.Thae was 
p~ a lot of ongoing work. It was a corporation; we called them . a  
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111 corporattif&:IEhcy were monig tm+ww ,ancd.That is; 
n. -hcx+if'~.*&o<'t'i;'d@+it; "'.' ' 

p1 Q: I am still &$ng to understand this. Had the 866 
[41 hours, as represented by the printouts that were attached, 
[q the ongoing management fees, the flat monthly fees, were 
[q those tied to any particular hours? How wcre thosc numbers 
m arrived at? 
[el A: They were kind of ongoing estimates. I don't know 
p] - they were not tied to an hourly billing rate, no. It was 

[iq just -and I can't remember whether it was a thousand or 
[ill 1500 a month or some number that was paid by the corporation 
[iq to the law firm against fees or potential fees or approved ' 

[f3j fees. I assume, if the court had said I'm sorry you are 
[141 going to - if the court had said we won't approve that 
[is) much; we will approve something less than what you have 
1161 taken out, there would have been a payback, but there 
1171 wasn't. 
1181 Q: Let me see if I understand this then.You kept 
[lei your time on an ongoing basis; you asked your partners and 
pl associates and cmployees.hnd,at the same time, you were 
pi] receiving a flat monthly fee from each of three 
PI corporations? 
1231 A: I can't remember whether I received it from all 
~ 4 1  three or just from one. 
PSI Q: My analysis shows all three. 
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111 A: Okay. 1 don't know why 1 would have, out of - 
m the Surfside Inn Corporation but whatever - I don't recall 
(31 where I received it and I don't recall from Surfsidc 
141 Inn Corporation because there was not much money or any 
[ q  money in there to receive something from. 
(61 Q: The estate was open for two and a half yeus, 
m approximately? 
[el A: Yeah, probably three. I am not sure. 
p ]  0: Actually, it would have been open for a little bit 

1101 longer than three years. He died in March of '89. 
[ i l l  A: March of '89. 
[ r q  Q: And it dosed in December of '921 
1131 A: Yes.Yes, it would have just a little 
1141 bit over. 
[ i q  MR. BULMER: 30,45 months.No, not quite; 
[ i q  42 months. 
. I  Q: I don't have complete records of the retainers 
lie] that were being paid or the management fees being paid, but 
[is] I have seen bits and pieces of a monthly fee being paid by 
pa] Hofhan-Stevenson; a monthly fee being paid by the Surfsidc 
p i ]  and a monthly fee being paid by Pacific in amounts mging 
1p1 h m  a thousand to 1500. Once those were in place, did they 

11) MR. BULMER: We don't know if that was on the 
PI document as filed in court? 
p ]  MR.TAYLOR:No. 
141 MR. BULMER: Thank you. 
[sl Q: The ongoing management fees that are being paid, 
[ q  was the fact of those payments disclosed to Mrs. Hoffman or 
m her attorney? 
[el A: I don't know that it was disclosed to Mrs. Hoffman 
R at that juncture.At the initial juncture, I don't know 

[lo] that she had an attorney. I don't recall - I don't recall 
[ill that she had an attorney that I discussed any of that with. 
[ i q  Whether I did with her or not, I don't recall. 
1131 Q: Who made the decision to approve the ongoing 
1141 management fees? 
[lq A:Idid. 
[ i q  Q: Did you consult with anyone about that decision? 
[iq A: I may have W e d  to my partners in the Iitm. 
[ie] Probably did. 
[is] Q: Was any effort made to correlate those fees with 
pa]  the amounts of time actually being expended? 
PI] A: They, as I recall, they always seemed to be less 

than the amount of time being expended. 
@I ever stop the monthly fees? 
p41 A: What do you mean "did they ever stop? 
pq Q: Did you ever stop collecting a monthly fee? 
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[i) A: I think I - I don't know that I got, from all of 
m those places, however much, but I think I got a monthly fee 
M continuously through the period of the probate. 
H Q: Where would I End how much money was actually 
[ q  paid foilowing the entry of the decree? 
161 A:. I would think those will be still-~ctzincd 
m in the 2 probably tlie office that is nown&&'Cd5ttqc. 
[el Q: The entry should be a check paid to, what, your 
pl firm or you individually? 

7 (101 A: Not to me individually, to the firm. 
[ill (Exhibit 3 marked 
[ i q  for identification.) 
[la) Q: Page 3 of Exhibit 3, under the "Fees and Costs," 
1141 the entries for Steve Fisher and for Robyn Koppe, attorneys' 
[iq fees, re: management of estate assets, there is an entry 
[ i q  there that says "Waived." Do you know what that means? 
i A: It means that, even though they were contained on 
[w] the billing sheets. they were not charged to anyone. 
[ i g  Q: Why not? 
[ml A: Well, it had to do with the time when we were 
p i ]  putting together the hnal accounting, having in mind, I 
1p1 believe, the federal estate tax estimate and what appeared 
[n] fair, that that was it; that would have been another, what, 
(241 16, $17,000 and we just waived it, the firm. 
pq Q: Who made that decision? 
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[I] A: I can't tell you whether - it was prob~bly a 
121 joint decision. 
M Q: How did you come up with those particular numbers? 
[a] A: What, that were waived? 
[ q  Q: $12,431.15. 
[q  A: Which number? I'm sorry. 
m Q: For example, the Stephen Fisher amount that was 
[el waived. $12,431.15? 
p) A: I would assume that that was charges that 

[lo] Mr. Fisher made on his time sheets for work done on the 
[ i  11 estate, as I am sure the other one would be Robyn Koppe's 
[izl time sheets for work that she had performed for the estate. 
(131 I have got to assume those are based on a billing - or of 
[14j hours kept. 
[ t q  Q: Did you form a belief that a petition for fees of 
[ts] 129,000 would be viewed as too much? 
[ i n  A: I probably - to be perfectly honest with you, I 
I181 probably could have put it up there, and it would have been 
[is] absolutely approved and adequate. It was my sense of what I 
pal thought was fair and reasonable at the time.That was the 
~ 1 1  decision that we made. Do I think it was too much? No. 
(m MR. BULMER: May I ask one question.The 
pal  hadwriting on there, was that on the original or - 
p41 MR. TAYLOR: That is on the document as it . . pa came to me. . ~1~p*l&-. 
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[n] Q: As you sit here today, do you have any 
p4] recoUection of how much the firm actually received 
pq following the deaee? 
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[i] A: NO, I do not. "Following the dcaee," you mean the 
w balance? 
p ]  Q: In response to the decree. 
141 A: No, I do not 
[ q  Q: YOU talked about or you testified about the 
R meetings that you had periodically with Mr. Hamilton, lunch, 
m breakfast, the like. Did you ever tell him that you could 
pi no longer have such meetings? 

A: Yes. 
[ i q  Q: When was that? 
[I 1) A: On or about the time after I was elected and when 
(121 I was going on the bench. I was using that as an 
[t3; opportuniy to get some dresh starts, if you want to call it 
(141 that, I got off the State Board of Education - a lot of my 
[is] involvements with civic activities or that could be 
[ i q  W i e d  as political, and also I probably wasn't sure 
117) whue - or what invotvemrnts were proper or not proper, as a 
[in] judge, and I was getting out of the, quote, business world, 
[is] whether it is the legal business or otherwise, and that I 
[ZOI still would have breakfast with him.?hat was okay. But 
p r l  that I would be troubleshooting or sharpshooting his deals, 
w that was not to be done. 
[ n l  Q: When is the first time anyone expressed interest 
p41 in purchasing the bowling alley? 
psi A: Anybody expressed interest? 

Page 55 
[I] Q: Yes, or initiated any contact. 
[21 A:Ihadtalkedto-IthinkIWcdtoMlEI 
p ]  talked to B d d c  I can't rcmcmbu. It seems to me I 
R had an inquiry h m  Stevenson. HoMnvlStmenson were the 
[q pair that initially built the alley and they had a 
R falli.ng*ut, my understanding is. It was long before my - 
I7 time. H o b  bought out Stevenson, and Stevenson has a 
[el little bowling alley inTacoma over in the Lincoln district. 
R Nothing a m e  to fruition, though. 

[lo] I talked to some folks at - what do they call it 
[I 1) - Murray or McMurray, I think it is Murray & Swift who 
[ l a  were business brokers. Nobody that I talked to had any 
(131 sense of wanting to buy or knowing much about the business. 
1141 Of course, they want a list because they get a 10 percent 
[ i q  commission.That is the first thing they jumped up and 
[ i q  said they would do. But did they have a due  as to what 
[ i n  they might do or how they might approach it? No. 
[lel Q: When did your discussions with Mr. Hamilton first 
[ iw start? 
[ml A: Probably my general recollection is I might have 
PI] started with him in early to mid - maybe mid '92 about 
1p1 suggestions for selling, moving, doing something with it. I 
~1 was aware - I had developed an awareness of many problems 
1241 with the dey, primarily the structural problems, and the 
t2n asbestos was my ~rcatest fear. I think I talked with First 
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[I) Interstate, the b;mk, commercial lenders, and they were all 
n indicating to me that, before there would be any lending or 
rn any borrowing or anything available for anybody to buy, it 
[4) would require environmental - I don't know if they called 
[ q  it evaluation or checklist or something of that nature and 
[ q  that perhaps structurally, but more on the environmental 
m side, they would be extremely interested in the asbestos. 
[el It is like buying a gas station with the tanks or something 
R of that nature. It would be near impossible under the 

[lo] circumstances. 
[ i f ]  I was trying to get ideas, approaches, and he 
(14 looked at the numbers for the last two or three years. I 
1131 can't remember, a period of time, that I might have had, and 
(141 his son was getting out or about to graduate from college 
[ l q  and it was someplace - and I can't tdl you when in the 
[ i q  summer - he said, you know, "I might be interested in buying 
[ i q  thisfor my son," in a nutshell. 
[ie] Q: What did you say? 
[ i q  A: I said, "Well, let's dk." We talked. 
~ro) Q: What was discussed? 
PI) A: Oh, he looked at the books. He had the books. I . 
lpl am not sure who went through the books from an accounting 
f23l standpoint or looked at them from a cash flow vlalysis.We 
p) talked price.We talked terms. I wanted - I had, in my 
pq mind, that I had to have a fair price, but I was also trying 
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[i) to dodge a lot problems that were out there, the structural 
pj problems and the asbestos problems. I indicated to him 
p1 anything was asis/where-is; you see it, you get it. If it 
14) goes sour, you fur it.We ultimately came to what ended up 
[ q  being the d 4 .  
[ q  Q: How much negotiation was there over the price? 
m A: A fair amount. When you say that, we talked price 
[el and tams and they went kind of hand in hand and what can 
P J ~  the facility sustain and what kind of problems are you 

[lo] looking at. I know that I had told him that, all in all, in 
11 1) my estimation, it could not be less than a million dollars. 
112) 0: Where did you come up with that figure? 
[i3) A: My - I suppose I had two or three points that I 
(14) come from or looked a t  One of them is I might have had an 
[ i q  initial appraisal as a starting point that I had gotten when 
[ i q  the estate - when I filed a federal estate tax return, I 
[17j was looking at commissions that I would not have to pay that 
[ l e i  I could take off. I was also looking at problems that I 
1191 knew that were out there in the - particularly in the 

asbestos area because I had made inquiries and had my 
p ~ ]  bowling ally manager have people in there to look at the 

removal, and the estimates were all in the neighborhood of, 
I am going to say, 200,000, substantial numbers. 

Q: When you say "structural problems" in addition to 
pq the asbestos, what are you talking about? 
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[I) A: They were more than - ultimately ended up worse 
m than I thought. I knew there were wiring problems. I was 
p1 aware of some beams that had been cracked up in the attic 
14) and jcrry-rigged together with two-by-fours. I did not 
[ q  appreciate the extent of those problems which came out 
[ q  later. 
m Q: Did you disclose that to Mr. Hamilton? 
[a] A: I think I did; I mean, I said go.up and look 
[9] around. I didn't know what you were looking at and I don't 

[to] know that he did, either. I know that I did not fully 
111) appreciate what I was looking at. I knew there had been 
(14 problems with the roof.The roof had been in a terrible 
113) state of repair. I had to hire somebody to stay there all 
(141 night to empty buckets, the water was running in so fast and 
1151 we had to dose some lanes. I spent, I am going to say, 
[I61 30,000plus to fix the flat roof.The barrel was in need of 
[ i q  replacement. It was not leaking at the moment, but it was 
lie] not looking good.The floors were getting thin in terms of 
[ i q  the wood. 
pol You understand, in a bowling alley, when they 
PI] build thc lanes, they have wood - and I can't tell you how 
pz]  thick it is, four inches, five inches; they are maple lanes 
[n] that they put down there. Each year they Enish thcrn, and 
(24) every other year they sand them.As you sand them, as you 
ps] ~o over the ycars, c-ch one gets a little thinner and a 
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[I] little thinner. It was getting down to where you had -and 
(21 I relied on the person who did that every year for the most . 
M - there are only two or three people in the whole U.S. who 
141 do most of those things.And I can't remember; he said 
[s] maybe we had six, eight, maybe ten years or something. But 
161 when they are gone, big expense. But it was getting - the 
m lanes had been in effect for a long time and those were 
[a) getting down to the thin line. 
p) Q: After Mr. Hamilton made the offer, did you 

[to] attempt to shop the offer to anyone, or did you put the 
[I i ]  facility up on the market? 
I A: When you say, had I shopped it, I had been trying 
[I31 to shop it informally for quite awhile. My sense of doing 
114) business is I don't get an offer from you and then I run 
[is] around saying, "Can you beat this; can you b b t  this; can 
[ i q  YOU beat that." We make a deal, we make a deal. I don't 
[ i n  know where I would shop it, to begin with. 
[ie] Q: Did you make any efforts of due diligence on 
1191 behalf of the estate to find out was this an appropriate 
t20] amount of money for a faciliv of this nature? 
p11 A: I said, from the - I am not sure what you mean by . 

lpl "due diligence." In terms of my understanding of business and 
pl I have bought and sold - not businesses, mostly real estate 
p4] that I have dealt with. I have represented clients in 
pq business I guess that I had talked to some and - and it 
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[I] just sticks in my mind and I can't tdl you what - when I 
m talked to AMF, those folks were aware of the facility.They 
p )  were in the bowling circles; they are out doing the leagues 

and that sort of thing.They knew it had not been in a good 
[ q  state of repair. 
[GI Q: The appraisal that you had done on it in '89 had a 
R value of 1,334,0001 
[el A: Yes. 
R Q: How is it that you determined that a million 
[~q dollars was the number that you were looking for? 
[ i  1) A: When you looked at that appraisal, if you look at 
1121 -and I just did looked at it a bit ago - there is a 
1131 caveat in there on the description that he would have - I 
[14] think he said an electrical and asbestos - I am not sure 
t1.q what word he used - 
[16] Q: Sealed? 
i A: -evaluation. 
[ie) Q: Given his appraisal of a million three, how did 
[ i q  you get down to a million dollars as being what you 
w thought - 
pq A: If you take off 10 percent and if you take off the 
122) asbestos and the other potential structural problems, which I 

knew were out there, including the lanes, which I knew he 
p41 lookcd at but may not be aware of and with the ..:. 
t25] as-is/whexe-is without - wanting to avoid repercussions of ' 
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[I] lawsuits and/or having to expend possible sums of money to 
fix or repair things, that w3s my judgment. 

pl Q: When you were elected to the Superior Court, did 
A YOU win it in the primaries? ..: 
[ q  A: Yes. 
[q Q: Or did you have to win it in the general! 
m A: No, the primaries. 
[el Q: That would have been held in August? 
[91 A: I should know that. I want to say September. 

1101 Q: What was it about this time period, after the 
11 11 estate has been opened for over three years, why was it at 
(17.1 that point that you were selling the bowling &y? 
[IS] A: I had - there was a whole bunch of balls that 
[14) were in the air being juggled on bch;rlf of the estate.* I 

[IS) condos being part of them and the bowling alley being the 
1161 other one. I had started with what I a pile of worms, 
[ i q  an ant hill, something that was atrocious. It was fraught . 
  el with problems, mismanagement, in my estimation, where they 
119 were taking cash flow or whatcvcr it was out of the bowling 

alley to subsidize operations at the beach, at the condo .. 
p i )  dcvclopment.And I kind of took it as a personal challenge 
p ]  to put this thing altogether to get them all sold out,and .. 
1231 I did. 
[241 The timing just happened to be along about that 
pq time when they were going together. 1,Had:donc dJ I could 
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I 1191 agreement and he knew what they were. Did he talk to me as 
~ J I  to what I thought was right, wrong or .o thdse?The  answer 
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(11 with the bowling alley within the frame of the funds that 
121 were available and what was there, short of expending - (31 substantial sums of money, which I did not think would ever 
[41 or potentially would not ever be recaptured. 
[q The same down at the beach in terms of getting 
(61 those cleaned up, brought up to a salable position. trying 
m to get out from under all of the worms and the bad decisions 
[el that had been made and get it all cleaned up and get it out 
p1 and get the assets cleanly available and ready for sale and 

1101 get a smooth operation going and it was just up getting - 
[ i l l  that was just the tune. 
1121 (1: The original deal with the bowling alley, on the 
1131 dirt and the building, there was a lease with an option to 
(141 purchase? 
[ i q  A: Uh-huh. 
[i6] 0: Then there was the purchase of the business 
(171 itself.The fall of 1993, that deal changed.Why that? 
riel A: I had nothing to do with it. I don't know. 

'< . 
1211 A:'.No.. .... . . 
M Q:'Who was involved in that? 

111 Q: Did you have any discussions at all with regard to . MR. TAYLOR: The real property. 
m the bowling alley with Mr. Hamilton in 19931 MR. BULMER: I thought literally. Excuse me. 
A A: Only in the generalist sense that I had stuck it 
[41 to him, not in a literal sense, but in the senx that 
151 things, if they could go wrong, they did go wrong. 
[q Structurally - did I have any discussions? I probably had 
m some general discussions, but I don't think I had much 
[el beyond that. 

[ i l  At that juncture, there was no reasonable wzy that 111 from Mr. HofEman and had what were basically losers on 
m I knew, outside of saying, "Here, I quit I am just w;llking n their haxi& and not interested in doing any more than they 
pl out of here," which I suppose I could have. But that did 
[41 not appear to me to be revonable for the estate or anything 
[ q  else, so I stayed to that limited extent 
[sl Q: So you stayed on as president at his request but [q A: Uh-huh. 
m you did not have any involvement in the affairs of m Q: -was that designed to benefit the estate or did 
[el Hoffman-Stevenson? [el that benefit the estate? 
p~ A: In the shares or the operation? The affairs, I am 

1101 sorry. 
[I 11 Not as concerns the bowling alley. I may have 
1121 given him somc - at the ocean, there might have been somc 
[I31 minor advice, but I don't recall. Let's put it this way, I 
1141 never received any compensation from anybody for anything 
[is] that I may have done or followcd through on. 
(161 Q: So, to learn why thc deal was reformulated in 
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[I] recall there was a d i s c u s s i o n ~ m ~ ~ u n d ~ s ~ ~ k ~ ~ h a d  an 
PI understanding of what had gone on to get%@e:z 
p1 Q: Who was that discussion with? 
1.41 A: Probably with Mr. Fisher. I can't sit here and 
15.1 tell you I just signed documents in blank, and I knew 
161 absolutely nothing because that is not true. 
m Q: You did talk about it with Mr. Fisher but not with 
[el Mr. Hamilton? 
p A: I may have even discussed it with him at the time 

[lo] after the deai was done, but I had no part of the deal. I 
1111 did not go to the board. I did not have any discussion as 
[la to discounts or amounts or why. 
[I31 Q: Didn't Mr. Fisher talk to you about this revised 
(141 transaction on an ongoing basis? 
[iq A: No. 
[ ~ q  Q: He was working for M c C h m m  Slate (ph.) then? 
(171 A: Yeah. He knew what the deal was going in because, 
1181 obviously, there was a lease option and there was a sale 
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[I] made the overall package more attractive toTrcndwest? 
m A: Not necessarily toTrendwest. It might have k e n  
p ]  toTrendwest, too. I don't think they carcd.They did not 
[4] - they didn't - I sold dl of the estate - everything 
[s] that I could fix up and put together from the estate to them 
(61 fist. I t  wouldn't have made any difference to them whether 
m they bought more or Icss.Thcir involvement in more, as 
[el opposed to less, probably benefited the other units that 
pl were already divided up, had divided ownerships. 

[lo] Q: You were being paid, in your capacity as attorney 
11 i for the estate, to End a buyer or buyers for units owned by 
[ i q  the estate? 
(131 A: Yes. 
1141 Q: And, in connection with that, you did a 
[ i q  substantial amount of work - 
[ i q  A: I did work 
[ i q  Q: - for which you were paid by the estate? 
1181 A: I would say yes. 
[igl Q: Why is it that, when individual owners sold thcir 
[20] units, you charged a real estate commission? 
p i ]  A: I had done everything for the cstate.The estate . 
[pl had gotten the full benefit ikom all  of the work that I had 
[nl done on thcir w i n  terms of buying. I had made other 
p4 efforts to sell the estate units to other places that did 
fzsl not work out.Trendwest happened to be the one that was - 
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[i]  that was ultimately successful.After the estate was 
m complctcd, the other folk, who had whole units down there, 
pl who, for the most part, I believe, purchased them horn 
p ]  Mr. Hoffman on the come, get in on the ground floor, make 
pj lots of money, do - whatever the reasons, it did not work 
[ q  out - and they said wc want out.Aftcrwuds, when the 
m estate part was done, as part of a follow-up on that, I 
[el said, you know, I have a buyer; there is a ready price; the 
pl commission is fair and they all said go. 

riq Q: When you say "after the estate part was done," what 
[ t i ]  do you mean? 
111 A: I did not short the estate any sales to - so I 
1131 could sell to somebody dsc so I could make a commission out 
1141 here and not - 
[ i q  Q: Are YOU saying that the sale by the estate of 
[ i q  units toTrendwest was completed before these individual 
(11  owners started sdling? 
[iel A: I don't know. I can't tdl you - I can't t d l  
[ i q  you the uract timing. Every one of them was committed for, 
[201 Yes. 
~ i ]  Q: Approximately when did the deal withTrendwest 
[pl close? 
[n] A: I can't tell you. 
p41 Q: Was it in '921 
1251 A: I don't have a - I think it was before '92, but, 
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[I] you know, you have the deeds and the dates in thcre. I just 
m M y  don't haw an independent munory on the timing on 
M that. 
[4] Q: In connection with the final distribution under 
R the decree, final distribution of attorneys' fees, did you 
R deduct from that the commissions that you had charged? 
m &No. 
[el Q: Why not? 
81 A: Those were - over and above, those were for folks 

[iol in kind of the regular course of the spinout of the business 
[I 11 that had come to mc and said, "If you can sell my unit, if 

~ t ]  A: If I did, I did not knowingly or I don't rcmcmbcr 
pq doing that. I was pretty sure that I did not. If you End 
[nl some time entry there that - there might be some, I don't 
[241 know. 
pq Q: Frankly, I do lind some time entries billina the 
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[ i ]  estate for legal work in comection with what appears to be 
PI units on which you have charged a commission. 
p1 (Exhibit 4 marked 
(41 for id~n~cat ion.)  
[s] A: You arc going to have to direct me. 
(61 Q: Page 24 of the printout.Why don't you take a 
m look at the entries beginning about 12-5-91. 
[el If you see the first entry for 12-591, 
A timekeeper two, that is you, I Mcve;  is that correct? 

[lo] A: I am looking back at the code - 
[I I] Q: I think I can find it here. 
114 A: I probably am two. 
[la] Q: Yes, that would be you. 
[is) Do you see the entry for 12-5-91 for Eve hours: 
(151 'Work on documents re sdling additional units, including 
[is] numerous indenture agreements, earnest monies, et cctaa'? 
[in Those would have been sales of units owned by people other 
[la] than the estate? 
[ig] A: I don't know. I mean. I would have to go back and 
[MI - in terms of the time - time h e ,  I don't - 
p i ]  0: If you look at 12491, the entry includes, 
w "Office conference with Ian McMillan and Michael Pate; 
fn] telephone confcrcnccs with McMillan and Pate," and then 
124) Mr. McMillan's unit sold right around that same time period. 
pq Do you believe those conversations were in connection with 
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[I] the sale by Mr. McMiUan? 
pj A: I don't know. 
M Q: How would I be able to determine that? 
(41 A: I can't tell you. I know Michael Pate who is, 
[ q  unfortunately, deceased, what, a month ago; Mr. McMiLIan, I 
pq don't know if he has any memory, and I don't have any 
m independent memory, other than what is written on here. 
R Q: Look down at December 11 of '91, Telephone 
[91 conference with Ian McMillan re signing papers"? 

[lo] A: And 'Jackie Pagni re signing papers" - 
[I 11 Q: Is it your best recollection that that was a 
111 conference in connection with the sale of his unit to 
1131 Trendwest? 
114 A: I don't know that I have any independent 
[i q recollection. Jackie Pagni was also part of that, and 
[iq Jackie was - she is kind of one of those in-belween status 
[in things because she was also involved with Chuck She had 

worked at the bowling alley for a number of years and was a 
[ r q  valued employee, and I had worked to sdl h a  unit or units . 
pol  that she was involved with toTrendwest. I don't know. 
p i ]  That is what it says. I don't have any independent 

recollection of it. 
fn] Q: Did YOU tdl Mrs. Hoffimn or her attorney that you . . 

were charging rcal estate commissions? 
pq k I don't recall that I ever talked to Mrs. 

Page 73 
[I] Hoffman's attorney as to any part of this. She never - she 
rn ncver had -if she had an attorney - and I recall 
pl someplace down the line that she may have gone to some other 
141 attorney to do a will and he may have talked to me 
151 tangentially, but there was no attorney to talk to me 
[q relative to my handling the estate on her behalf. Whether I . 
m told her or not, I don't recall. 
[el Q: Did you tell Mr. Fisher that you were charging 
A commissions? 

[iol A: I am sure I did. 
11 11 Q: The commission payments, did they go to you or to 
114 your firm? 
[la] A: To the firm. 
1141 Q: What legal work, if any, did the firm do to earn 
[ i q  those commissions? 
(161 A: It would have been, when you say "legal work," as 
[ i q  opposed to other type of work - 
118) Q: Uh-huh. 
[iel A: - they had found a buyer or seller; they had 
[MI people that - and part of it was thesc folks werc saying 
p i ]  get me out of a bad deal that Mr. Hoffman had gotten me 
~p) into. I will accept the dcal.You know, I oversaw the 
m] drafting of the papers, got them signed, submitted them to 
pa] probate -not probate but escrow or to the title company. 
(24 Q: Did you disclose to thc court, in connection with 
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111 your fee petition, the fact that you had received 
(21 commissions? 
p1 A: I do not think 1 did. - Q: Why was that? 

) A: I don't think it struck me at the time that it was 
161 part of the estate work. If I picked up some hours in 
m here - and I may have; I don't think I did. 1 don't recall 
[el doing it. But I don't know what these particular times are, 
pl if there was some inadvertence but I don't believe so. I 

DO] just did not. 
[ i  il Q: Was that a conscious decision? 
114 A: Did I say should I or should I or should I or 
[is] shouldn't I or did I flip a coin and do it. I don't recall 
[14] ever doing that. I just recall that thex were over and 
[ l q  above or different from the estate work.These were for 
[ i q  folks that were out there that said help me; I did it, made 

. [ l q  a deal with them for the commission and got the commission 
(re] and - 
~191 Q: Is it correct that, but for your work on the 
[MI estate, you would never have been in the position to serve 
p11 as the broker, if you will, for these sales? 

A: I don't know, might or might not have. . 

(n) Q: In your practice at around this same time, were 
PI you also involved in 0th- deals while you were &ging 
pq people real estate commissions? 
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(11 A: If I partiapated in them, I was not acting as a 
[21 real estate broker or Listing things, but, if1 did get 
p1 involved in the sale of real estate that was kind of 
[4] tangential to the business that I was doing, I probably did 
[ q  charge a commission. 
[ q  Q: Did you review the particular h e  entries on the 
m fee petition before submitting them? 
[el A: To the court? 
p Q: Yes. 

A: I expect no t  - 1 0 :  Did you have someone do that? 
.- [ l a  A: These w a e  kept on an ongoing basis and at that 

1131 time they were trvlscribcd from time sheetr, I bdicvc, on 
[141 to the computer by whoever we had doing transcription or 
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[I] but it never varied. It never went up; it never went down; 
n it never went any place. It was just kind of there and so it 
p ]  kind of grew. 
[4] When it got to the end of the line, I went to the 
[ q  accountant and I said, W e  got this note and it is several 
[sl years old. I don't even know how to calculate where the 
m interest is or isn't because of the" - I don't remember - 
[el it was tied to the Consumer Price Index or something else. 
p j  The accountant, I am going to say, did some magic numbers 

[to] and did the calculator a bit and he said, "Grant, I think 
[ i l l  this is a fair numbcr.Whethcr it is absolutely exact or 
[ l a  not,it would take us mountains of time to go back and 
1131 recalculate and run computer runouts. It sticks in my mind 
(141 thC number was in the low 50,000 arca.Whether I paid her 
[iq that or whether I traded out part of it and paid her part 
[161 off in cash, which is what I think happened, but I don't 
1171 know what the cash pay was ultimately. I just don't have 
[iel a recollection. 
[ i q  0: Par t iWy,  I want to ask you about, in November 
pq of '91, Ms. Pagni sold Unit 332 to HoMnanStcvenson. In 
p i ]  exchange, one of the things she got was four weeks in Unit 
@a 132. 
p j  k I think that is what the documents seem to 
[2al reflect. 
pq Q: The same four weeks that came from Duncan 
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[I] McMillan? 
w A: They were part of the same because Duncan, I 
M think, had six weeks, if I recall. ., 
~1 Q: The conveyance to Ms. Pagni was by quitclaim, as 
[ q  opposed to the warranty deeds that typically were used in 
[q thcx conveyances.Why was that? 
m k I don't know that there weren't warranty deeds. 
[el If you look back - 
p j  Q: Indentures? 

[ i q  k There w a e  indentures which was a more - because 
11 11 this was really a interest in a lease - 
112) Q: Leasehold? 
[la) k - laxhold interest, underlying leasehold 
[ u ]  interest. Sometimes it was easier just to do a quitclaim 
[ i q  and say, "Hae, I will give you what I have got in this unit 
[ i q  because I can't give you a full title," and they were used 
[iq interchangeably on occasion. I think that is all I can 
[la] tdl YOU. 

[ i q  0: Do you recall any specific reason why it was a 
pq quitclaim with regard to those units? 
p i ]  k No, I do not 

Q: When you then received those units from Ms. Pagni, 
m ]  what was the conveyancing instrument? 

psl Pacific Lanes $42,000 back in '82 or so.Thcrc was a series 
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[I] of transactions in which she sold Unit 332 to 
[21 Hoffman-Stevenson. She received some paper back, an 
pi interest in Unit 132. four weeks.And then, in March of 
[4] '92, HSI paid her cash to take her out of the note. How 
[ q  much cash was that? 
(61 A: I don't know. 
m Q: Was it 5.000 or 50,000 or 100,000? 
[a] A: My recollection - and I don't know how much cash 
[9] - you asked me, and I truly don't know. 

[lo] Q: Ballpark? 
[I 11 A: I don't even know ballpark. Let me just back up 
[ l a  and put you into the transaction, if I can. She had worked 
(131 for Mr. Hoffman for 25 years or more. She was his right 
[$dl hand at the bowling alley. Be that as it may, he leaned on 
[IS] her awfully heavy to do his bidding when he wanted it done, 
1161 almost to the point where some people cringed that she 
[ 1 1  would stay, but that is not my call.That was what the 

.'" [tel observation was on the outside. If he knew she had money 
[191 - and m understanding was that she sold a house or had .) PI some .$&.OOO, plus or minus, and .If you want to keep your 
(21) job and stay on, it would bc a good thing if you loan me the 
~n) money." He gave her a note that was in vogue at the time 
I n ]  and had a variable interest rate on that note. He never 
1241 made any payments on the principal. I can't remember the 
[25l number but he made some flat number each month on interest. 

[24] k I don't know. I mean, I truly don't. I would 
M have to go IookYou may have a copy of it. I don't, 
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111 fbkly, b o w  whetha it was quitdaim and/or indenture. 
m 0: The sale of interest in Unit 132 to various of 
p ]  your partners and staff in December 1992, how did those come . 
[4] about? 
[s] k Again, it was getting time to wind things up. If 
[ q  you understand time-share unit sales, they are relatively - 
m complicated, and they are very expensive. If you look back 
[el in ar ly years, and, if you look Likc at aTrendwest sales 
w or anything that is out in the business, their sales 

[lo] expenses are very high, ranging from 50 to 85 percent. When 
[I 11 YOU have drop boxes, when you have prizes, when you have 
[ l a  people living on or being present on the grounds to show 
1131 things, and that just wasn't worked. 
I141 1 had tried those approaches, and I basically 
[ l a  wholesaled ail of the whole units off toTrendwest, and I 
1161 had as m y  as I could sdl otherwise. But each year then 
[ i q  YOU had to file a public offering statement with the 
[re] Department of Licensing which was not a minor document. It 
1191 was a very thick document that had to get approval.You had 
[m] to k e p  somebody around - it is not a real estate license. 
~ i l  It is a s p e d  liccnsc for selling time-share units. 
p z ~  Realtors usually don't understand - don't want to bother 

because the numbers are SO small, they don't get enough 
p4]  commission; they don't understand what they are selling, to 
124 be- with. 
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(11 I t  got to the point we had an odd week here and 
m there, and, even though there were 140, -50 weeks, out of 
p ]  2300 wccks, that wasn't a big dcal. I had resurrected PRI, 
(41 Pacific Recreation - not Pacific - Pacific Resorts, Inc., 
[ q  I think, who, in the initial stages, had indicated an 
[q interest.They, in the industry, in my estimation, were a 
m little shaky.Thcy didn't have great management and 1 had 
[el had a bad experience with thun trying to buy early on, and 
(91 that fell apart. But I checked with some folks who were out 

[lo] there, and, they said, Well, they have got new management, 
[I 11 and they are getting things together and we will approach 
114 them." 
114 They came in, and they did some negotiating and, 
1141 frankly, thcy said, "We will take everything that you have 
[ t q  left, wherever it is at." I think their initial offer was 
[ is] $550 a weekYcah, 550 a week, something of that nature. 
[in Wedid some negotiating and fina.Uy it was - it ended up at 
[ le i  someplace over 800. I don't remember, 800plus, but give or 
119 take, in the 800 area in which I assumed contracts which 
pol means - and by continuing and the estate continuing to own 
pi] - if an estate continues to own units, they have to pay the 
1221 taxes on those units-They have to pay the annual 
pl maintenance fees, which can be substantial when you get that 
1-24] big multiplier. It is best to get them out of the stream; 
J Z ~  get them sold, get an interest income corning in and get done 
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[I] with your staff and partners? 

A: Oh, I just - they were all aware, obviously, for 
(31 the time period. Most of them had been down there at one 
M time or another. I just said I had an option to sdi them 
[q all for 800; there is a few weeks 1dt.A fair price is a 
161 thousand, no commission.And they said fine. I mean, it 
m was just almost that simple. I mean, it wasn't any heavy 
[el negotiating. It wasn't anything. 
pl 0 :  Was there anybody, among your partners or staff, 

[to] that didn't buy an interest in 132? 
1111 A: Yes. 
[iq Q: Approximately how many people? 
[ la] A: When you say that, "staff." I can think Debbie - I 
[la] think her name was Prout. I am not sure what it is now. 
[ is] She is remarried. But she did not buy one. I don't think 
[iq Rick Hoffd, who was an associate who worked for us, did 
1171 not buy one, H4-fc-El, I believe. Maybe there is one 
[ lei "EUAnd I can't remember beyond that. My partner, DaveTuell, 
[iq bought one. His son did not buy one who worked in our firm. 

I can't rcmemba. 
1211 Q: Was there any compensation given to the staff that 
fzzl in any way reimbursed thcm for these purchases? 
~1 A: No. 
R41 Q:  id you pay chris- bonuses at that time? 
pq A: I don't know whether we did that year. We have, 
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111 with them.The best price that I could get from anybody for 
m dcaning things up - and you just can't clean those things 

up; they don't go away.They kind of sit there and rot. It 
[4] was $800 a week. 
[q 132 is not a good location. It is on the ground 
161 bottom floor but it is a twdxdroom, as opposed to a one  
m They are - it was the only one that was a little nica 
[el unit. Basically, I sold aIl of the one-bedroom units to 
p~ PRI, and thcre was - I don't know how many. I am going to 

[lo] say 20 for lack of a better number, 20 time-share units, and 
[I 11 132 was a little niccr.And I, frankly, went back to 
[la Mends saying - or people that I knew or people that knew 
[ts] about the faciIity, if I can get a little more for them than 
(141 the 800, I am doing the estate a bendit and I am doing the 
[iq people a benefit because I think it is a fair deal. It is 
[ t q  what I paid for it myself, and that is exactly what 
1171 happened. 
[ lei If I had went out and put them on the market, 
~ 9 1  everybody is going to look at me like who are you kidding. 
PI You are just trying to sdi something else.There are no 
1-21] commissions. I got them out of the stream and made a few 
fpl more bucks for the estate, and people just basically took my 
p ]  word for it. 
p4 j  Q: The weeks in 132, prior to the sales to your staff 

111 in the past, paid Christmas bonuses on occasion. I don't 
- 

w recall that year because it was the finai year, whether it 
M was or wasn't, and, very frankly, that year the firm was - 
1.41 it was acknowlcdgcd that I was leaving; the firm was 
[q splitting up.The firm did split up into two firms. 
[q Whether there were any bonuscs paid, I don't know. I would 
m guess not, but I don't know. 
[a] Q: When did you first come upon the idea of selling 
p] interests to your staff and your partners? 

[iq A: Oh, actually, when - it was probably when I was 
[it] entered in the final negotiation, and I could not get any 
113 more for the units kom PRI. I couldn't get them to give me 
[is] any more for the twa-bcdroom, as opposed - like I said, 
[ r q  the loation was worse but the unit was a little nicer. I 
[iq thought it was worth a little more than that. It is just 
[iq one of those things when I said, you know, "l have got a few 
[iq units.You have been down there.You have seen it.You 
l i e ]  have seen what we have d0ne.A thousand bucks, that is what 
113 I paid. Do you want one? Okay.- . 
1201 And they basically said "Okay."And, as you know, 
pi1 Monica Schmidt bought - a couple of weeks she had been down 
fpl there with the state board, and there were a lot of people 
fnl that promoted and assisted and tried to generate revenue to . 
1241 keep it going. 
pq MR. TAYLOR: Why don't we break for lunch and 

pq and partners - 
82 

[I] A: Uh-huh. 
pI Q: - who owned those weeks, other than HSI? 
M A: There wcre other - which weeks now? 
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111 break until 1 o'clock I don't anticipate I will have that 
p~ long after lunch. 
p1 m e  noon recess was taken 
141 at 11:SS a.m.) 

141 0: I assume, prior to the sale - 
[q A: U there were 20 - and I am not sure of the 
R numbers - if there were 20 weeks left and there are 48 
m total weeks and they are for sale, somebody else owned the 
[a] other 28 weeks who are just general people. I can't tell 
(91 you who they are. 

1101 0 :  What I want to know is why wasn't any effort made 
1111 to sell 132 as a whole unit to eitherTrendwest or Pacific? 
119 A: Oh, because there were too many people involved, 
1131 too many units out there. If I had n unit that had one or 
1141 two or three or four - I think was the max - different 
1151 owners in it and I did on some of them - I cleaned them 
[iq up. I either bought them back and/or traded them, or if 
117 they were on the first floor, I said, "1 will give you a 
(181 unit on the third floor," so I could get them and go. 
119 But there werc a number of owners. I can't tell you whether 
p ]  there were ten, 15 or 20 in 132, but there were too many and 
p i ]  no place to go with them. No place to givc them an vantage 
pq or any better I could have sold them to PRI for the $800. 
m ]  They said they will take them for the 800, no more, or 
(241 whqtever that final number was. 
p5l 0: How did you fust broach these potential sales 
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111 Q: Which part? 
m A: There arc some asterisks or dollar signs or - I 
p ]  think most of it is my handwriting. 
p~ Q: Why is there no entry in here reflecting the 
[ q  payment to Mr. Hamilton? 
[q A: As I indicated earlier when we talked, I just took 
m that out of the transaction altogether at that time, and I 
[el told her that, and I said. "Forget it." I mean, it was just - R part of our negotiations. 

[lo] Q: I am not understanding that I guess is my problem. ) (1 11 was the uwc treated as community prop-? 
. 1121 A: Yes. 

[ i q  0 :  h d  it was seeded, if you will, to you or . 
ti41 allocated to you? 
[ i q  A: Yes. 
[ i q  Q: And, based on that, you made the £iml$8,000 
[ i q  payment and did not scck a aedit out of the community? 
[ie] A: That's right I mcm, early on, before we got 
(19 down to this end point, she h e w  that Mr. Hamilton was 
f20j making the payments or assumed he was, and there was some 
PI] concern about it.And, I said, "Just take that out 
rz21 altogether, and we will put the car in at full value and 
(-a] forget the obligation," in terms of a acdit back, if you 
1241 want to call it that or deduction, and that was that simple. 
pq MR. TAYLOR: Could we have that read back, 
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[I] It was at Bid Rush's office. 
[21 A: There wu a meeting in Bill Rush's office. I am 
p ]  not surc of the date, but that was probably right. 
141 Q: Do you recall either you or Mr. Rush making a 
[ q  statunent that title didn't shift to you in the Cadibc 
[6] until the final payment was made? 
m A: No. not true. Well, except, when you say "shift 
[sj tom me, the only way it would not shift to me is if the 
[91 bank hdd the title as security. But in terms of - the 

[ i q  title was always in my name with the - and I am not surc 
[ i  11 they held i t  I think I had the title and then, after they 
[ i q  were paid off, I went down and paid the fee and got it 
[I 31 darcd,q&~tJ.@ink I did that, 
[I41 f) Q: h e  p~'Sdlr-thq~m$?@@ 
(151 A: Yes. '*" - S ~ . ~ ~ S P W ~ - .  

[ i q  Q: Are you married to her? 
[ I n  A: Not yet. 
pel Q: Engaged? Maybe I shouldn't commit you on the 
[is] record. 
[201 A: Not formally. 
p i ]  Q: In 1993, you werc continuing to serve as president 

, of the Surfside Inn Company; is that correct? 
m ]  A: I am going to say yes. My recollection is that 
p41 the Surfside Inn Company mybe was all but dormant I don't 
vsj recall. My rccoUection is, at some point, the 

Page 86 
111 SI:AlTLE, WASHING?'ON;TIIESDhY, DECEMBER 17.1996 
PI 1:00 1?M. - PI 

) :  EXAMINATION (CONTINUED ) 
R BY MR. TAYLOR: 
m Q: Going back to the [inal payment on the Cadillac, 
[el Pacific Recreation paid the bank and you repaid 
p1 Mr. Hamilton? 

1101 A: That's right. 
1111 Q: And you did so in cash? 
[i2] A: Yes. 
( 1 1  Q: Part of the funds were obtained from Ms. Kdbaugh? 
[id] A: Yes. 
[ i q  (Exhibit 5 marked 
[iq for identification.) 

. [ i n  Q: DO you recognize Exhibit 5? 
[is] A: It looks to me like part of the letter from my 
[ i q  counsel in the dissolution relative to deanup of the 
pol resolution of that matter. 
1211 0: Take a look at the last page of Exhibit 5, please. 
~r??l MR. BULMER: The long page? 
(-a] MR. TAYLOR: Yes. 
1241 Q: IS that your handwriting on the bottom? 
(251 A: It looks like part of it is. 
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111 I think 1 said I will take responsibility for that someplace 
PI in here, if I recall, if that were to come to be. 
[3] 1 think, as I look at the language here, it is on 
(41 - we ended up - let me sce. Looking back in the letter 
[s] here. 
[6j Q: IS that the part about "each party shall bear the 
m tax liability? 
[el A: Yeah, I think that is where we ended up. 
p ]  Q: Your testimony also was she knew or assumed that 

[lo] W t o n  was making payments on the Cadillac.Why the 
[I I] qualification? 
1121 A: Well, I mean, she did. She handled some parts of 
[I31 the finances. I handled other parts of the finances. She 
[i4] did not always know - in fact, often did not know and chose 
[ t q  not to know business transactions, if you want to call it 
[16] that, or what I did with my monies and when I bought and 
[ i n  sold property or lcvcd property or had transactions of 
1181 those natures. I mean, if it was the household expenses, I 
(191 brought enough money for her to pay the b i .  She said, "I 
pol need $2,000" or whatever the number was and - 
v i ]  Q: Why would she have assumed that Hamilton was 
w making the payments? 
[n] A: I expect I told her. 
~ 4 ]  Q: DO YOU recall attending a meeting, on October 3rd, 
[ ~ S I  1995, with Bid Rush, Cam Hall, your ex-wife and  yours^ 

1241 a: What &d you say? I i24i A: I bclcvc it would have been in [ate 1993, maybe 
psi A: I think I said - frankly, I don't fully remember. (251 November-December. 
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[I] please. 
n m e  answer was read.) 
pi 0 :  What concerns did your ex-wife express about the 
141 Cadillac? 
[ q  A: The concerns were that I was going to get 
[q somethingqthat if she, knowing that the payments were 
m being mad& ~ . d c d u c t c d @ c . o t i o  and then didn't pay- 
[el th,ep~~gation,~$&~:oul,d.bc.~~ming~ut~ead of herein 
p1 the spht.=8 I said 'Take that out of the equation.". - - ' 

[lo] Q: When you say "take that out of the equation," how 
[ i  11 did you mean that? 
[ i q  A: Just exactly what I said.Thc Cadillac went in at 
~131 full value in our negotiations or relatively close thereto, 
1141 and there was no deduction for any obligation on the other 
[is] - on the debit side or deduct side. 
I161 Q: Were there any other concerns that she expressed - 117) about the Udilhc? 
[I81 A: Oh, she might - I am going back now. She might 
1191 have expressed an income tax concern. 
120j Q: In what respect? 
~ 1 1  A: Whether there was taxable income that could havc 
r.a come - could come back later to haunt you and she would be 
Inl stuck with a  ort ti on of it or not. 
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[I] accountant said, for tax purposes, we are doing a 

consolidated return, in any event. So, technically, the 
A company, if it was operationaI, I was probably still 
141 president. I kankly don't recall. 
[ q  As I recall, they melded Swfside Inn into 
R probably Hoffman-Stevenson, and, then, at some time, mdded 
m the other two, P a d c  Ianes and Hofhan-Stevenson together, 
[el at least for tax purposes. 
(91 Q: And Hoffman-Stevenson, Inc., you were continuing 

[lo] to serve as president in 1993? 
[ i l l  A: I did. 
[ i q  Q: And that was not an inactive corporation, was it? 
I131 A: NO. 
I141 0 :  It was an active, ongoing entity? 
[is] A: At that juncture, yes. 
[ i q  Q: It had the right to receive substantial amounts of 
[ i n  money, pursuant to agreements entered into with Mr. Hardton 
[lei or entities that he controlled? 
[l9] A: When you say "substantial," I don't know how you 
pol qualify that. But, yes, they had the right to receive 
p i 1  money. 

Q: When did you resign as president of 
t i  Hoffman-Stevenson. Inc.? 
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[I] ongoing knowledge of what had gone on for any period of 
(z] time. 
(31 Q: When he called you earlier in 1994, why didn't you 

') (41 refer him to Mr. Fisher at that time? 
.-l [q A: I dlink I probably did. 

. 161 Q: I am missing something when he says "the 
m non-disturbance agreement that you and I negotiated earlier 
[el this year," whether "negotiate" is the proper term, that 
191 suggests - and you tell me if I am wrong - that you and 

[to] he had a discussion about that issue and reached a 
[I 11 resolution? 
1121 A: He just said, 'This is what I would like to do," 
1131 and I said, "It sounds fair to me."The Condo Association, 
[id] in some instances, it has been referred to as the Surfside 
[ i q  Condo Association, Surfside Inn Condo Number One 
1161 Association, Surfside Inn Association. In different 

. (17) documents, legal documents, there were different titles 
[ie] used, whether they were proper or improper, and some of them 
[ig] - some were improper. Frankly, I think it is legally the 
~rnl Surfside Inn Condo Number One Association because it was 
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[I] and I think they hashed it out, if that is the right word, 
p1 the preparations. 
PI (Exhibit 8 marked 
[4] for identification.) 
[q Q: The second page of Exhibit 8, the pangraph that 
161 begins 'The monthly payments I made for Grant.," would you 
m read that paragraph, please. 
[el A: "Monthly payments I made for Grant - 
191 Q: To yourself. 

[lo] A: Okay. 
[111 Q: Is that paragraph accurate, particularly the last 
1121 sentence? 
(131 A: IS it accurate? 
[I*] 0: Yes. 
[ l q  A: I would say, as fu as it goes, it is accunte. I 
[ t q  paid off - this says "paid off the balance of the 1- 
1171 some $8,000," which I did. I paid it to him.What it . . 
[lei doesn't say is who paid it to the bank or how it got paid, 
1191 and that was the end of the matter. 

Q: Did you discuss this language with Mr. Hamilton or 
p i ]  anticipated that there would be another 48 units built, and 
~n] that would be the Condo NurnberTwo Association.And 
~;r] Mr. Hofbm, in his grand plan, had another 64 units beyond 
p4] that that was going to be built. 
pq Q: In your conversation with Mr. Feichtinger, that 
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[I] preceded this letter, were you speaking to him on behalf of 
m Hoffman-Stevenson Incorporated? 
p1 A: No. I didn't have any authority, any power, or 
[4] anything. I just had a little history that I could explain 
[q to him what went on. 
[q 0: You said you indicated that what he had proposed 
m sounded fair and you said that is okay? 
[el A: Yeah. 
p] Q: In what capacity were you speaking and on whose 

.. [lo] behalf? ) [I i ]  A: At most. I would have been speaking on behalf of 
' . 112) the condo associations. 

1131 Q: He had asked you, though, about the appecation of 
114) the non-distwbance agreement in the event of foreclosure in 
(151 favor of Hofhm-Stevenson. 
[i61 MR. BULMER: Let's make sure the record is 
[ t q  clear.There is a comment and it goes on to talk about as 
fie] it has k e n  assigned to the associati0n.A fair reading of 
[is] the letter is he is saying, "Look-ic that lease has been 
[ml assigned to the association so is the association going to 
p i ]  sign this agreement on the non-didosure. It is no longer 
1221 in HoffmanStcvenson's hands. It is in the Condo 
pi Association's hands. 
p41 MR. TAYLOR: The record and letter will speak 
pq for itself. 
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[I] Q: Let me ask it this way. Did Hoffman-Stevenson, at 
m that point, hold some kind of deed of trust or mortgage 
p1 interest in the Surfside property? 
141 A: I don't know. 
[sl Q: To wrap this up then, as I understand it, in your 
[61 dealings with Mr. Feichtinger, as represented in Exhibit 7, 
m you were in no way purporting to act or acting on behalf of 
[a] Hoffman-Stevenson, Incorporated? 
(91 A: No. 

[ t q  Q: My notes, in our original meeting a couple of 
[I 11 months ago, indicate that you had told us that you had made 
112) the payments on the Cadillac in response to questions from 
1131 me about whether Sound Bank made the payments.Were my 
[MI notes accurate as to what you told us? 
[ r q  A: No. I was fully prepared to answer fully any 
(161 question that you asked accuratdy, and I did. 
(171 Q: When Mr. Hamilton prepared his affidavit in April 
[la] of 1996, did you assist him in preparing that? 
1191 A: No. Did I see it? Yes. 
tml Q: Did you see it before he signed it? 
p i ]  A: I probably did. I don't know that I did or 

didn't, but I probably did. 
[nl Q: Did you make suggestions as to the wording or 
(241 language? 
pa A: No. Mr. Bulmer was in contact with his attorney. 

S'I'ARKOVICH REPORTING SERVICES 

p i ]  a reprcxntative of Mr. Hamilton before he signed this? 
rn 22) No. 
(n] a: Did you resign the presidency of Pacific Lanes, 
p 4 j  H o ~ S t c v e n s o n  and Surfside Inn all at the same time? 
pq A: I suspect I did, but I don't recall, to be 
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[I[ perfectly honest with you. 
rn While he is looking over that, I am going to go 
PI down the h t  
[dl (Short recess.) 
[ q  Q: One last question, your Honor. 
[q Have you been able to give any more thought to the 
m source of the $14,100 figure that you put on the utase tax 
p ]  affidavit in connection with Mr. Duncan McMillan? 

k I have given some thouat  to it. Have I come up 
1101 with any answa?..Thcanswer is. no: I guess - and it would 
11 11. b. a b e s f , ~ ~ ~ ~ d : . b e ~ ~ ~ ~ ~ ~ t . ~ u ~ ~ , ~ o f ~  

.Ci..).* ,...... f ,.. s'--'- 
[ 'a f?4 P 
1131 FroaYt busiritjs' standpoint, I can cmision, as you 
1141 indicated, sometimes people look at them for value.Without 
[1q knowing - without knowing the background and what is behind 
(161 than, perhaps it woufd have been beneficial to put a number 
[ i n  on there to bolsta the value, if you want to call it that, 
1161 for potential buyers thcreaft~.lhat is a possible but I 
119 don't think so. I tbink that really - I think the excise 
t20)  ax people, for some reason or other, said that is the number, 
(211 and, rather than vgue or fight with them, it is easier to 
1221 pay $225 and go about business. 
mi MR. TAYLOR: Could I have that read back, 
~ 4 1  PI-. 
pq (The answer was read.) 
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[I] Q: W u  your sdection of the $14,100 figure in any 
n way, shape, or form motivated by a desire to bolstq the 
pl value of this property from the perspective of 
141 later purchasers? 
[ q  A: I have told you I don't have a due  where that 
(61 numba came from.That would have been a possible, but I .- 
m don't think so. I believe - I just don't believe so. 
[el 0: Let me ask it a different way, your Honor, and 
191 bear me with mc, please. 

[lo] Can you deny that the $14,100 figure was chosen in 
[ i l l  an effort to bolster the value of the property from the 
1121 perspective of - 
I131 A: I told YOU I can't teU YOU anything about the 
(141 selection of that number at this juncrure.That wouId not 
[ i q  be my normal - I would not normally do that. 1 don't think 
I161 I ever have because I never thought of it as a - I  didn't 
[ i q  think of it as people going down to check those values when 
1161 they buy.Most people who buy time shares buy from salesmen 
119 or because they are impressed with a place or for whatever 
(201 reason. 
PI] Q: By the time the McMillan transaction was recorded, 
pq were you deaJing with any entity, such asTrendwest or 
m ]  PaciT~c Recreation, Pacific Resorts International, any of 
p41 thox? 
R4 A: I can't tell you the time fnme at the time. I 
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[r l  may have been -Trendwest, I dealt with them very early on, 
(q and it could have bcen at or about that tirne.They took a 
pl look at it.7hey turned it down.They turned down any 
141 purchase.Theu needs - their inventory needs were not 
(51 sufficient; the place was run down and not looking 
[q attractive to them. 1 resurrected them - it was a year and 
,q a half or two later, some period of time, at which time it 
(el had obviously been repaired, upgraded somewhat.?heir 
A inventory nccd was up and then we could negotiate the deal. 

:lo] Q: Exhibit 2, my recollection is it was not recorded 
.i 11 for approximately two months &er the transaction. Do you 

know why that would be? 
113) A: It could be because it sat around the file. It 
1141 never got sent down to South Bend or I sometimes would take 
1151 them with me and drop them off with Mr. Mills at the title 
[iq company to record. It could be any number of reasons. I 
1171 don't - I, frankly, don't have a due. 
l ie] 6: In the normal course of business, as a 
[tg] transactional attorney, it certainly would be your practice 
[ml to record things promptly? 
(211 A: Usually, yes. 

Q: Did you discuss thc excise tax affidavit with 
[nl Duncan McMillan? 
P 4  A: When? 
pq a: At any time. 
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111 A: The only discussion I have h d  was Duncan GLUCd 
n me, I am going to say, last we& and said that you had 
p 1  called him and he asked some question about that, and, I said, 
(41 "Thank you" and "goodbye," and that was it. 
1.q Q: What did he ask you about? 
161 A: Nothing. He just said, you know, "I told him you 
m were a good guy," and he mentioned that, and, he said, "I 
[el don't know anything about it," and I think that was 
w literally it. I mean, it was a short conversation. I had 

[lo] - acting under advice of counsel, I have not talked, 
(1 11 discussed with - 
[iz l  Q: Did you tdl him prior to preparing and filing 
[la] this affidavit that you were going to file something with 
[141 the government indicating that he had received $14,1001 
[is] MR. BULMER: Objection. 
[iq A: I don't think it says that, and I don't know what 
[in I told him. 1 probably gave him a copy of things.That was 
[la] an excise tax affidavit for purpose of paying excise tax, 
(tq for whatever reason they determined it.There are a number 
[ml of reasons that they are paying an excise tax, and those 
p i 1  have changed over the years, as I am sure you know, as a 
w practitioner, including whether it is forgiveness of 
(a] indebtedness or whether there is actual cash or whether 
(241 there is trades or, as I indicated, even sometimes actions 
pq that are cashless, they still take assessed values because 
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[i] they want to collect excise tax. 
m Q: k t  me rephrase my question. Did you tell him you 
p] were filing something that reported or assigned a number to 
[41 the transaction? 
[SJ A: I don't h v c  - at this juncture, I don't have a 
[q due. 
m MR. TAYLOR: I don't have anything further. 
181 Thank you for your time. 
[9j m e  deposition concluded 

[lo] at 1.48 p.m.) 
[I I] (Signature was not waived.) 
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STATE OF WASHINGTON ) 
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COUNTY OF KING ) 
I have road my within depositlon. 
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except tor changes andlor coneclbns. Y any. 
as tndkated by me on the 'CORRECTIONS' flyleaf 

page hereof. 
GRANT L ANDERSON 
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thk dayol ,1997. 
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the State d Washington. 
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STATE OF WASHINGTON 1 
) ss 

COUNTY OF KING 1 
1, the undersigned oflicer ot the Court, 

under my commksbn as a Nolary Public In and lor 
the State ol Washington. hereby certify thal the 
toregoing deposition upon oral examination ol the 
witness named herein was taken stenogmphb@ 

before me and thereafter transcrbed undar my 
dkeclbn; 
That the wftness before examinatbn was 

lint duly sworn by me to testify trutMuw; thal 
the trama@t of the deposilbn k a lull. m e  
and correct transcrS,t of the testknony, hc l~dhg 
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and exceptions of counsel made and taken al the 

time ol the lor- examinatbn; 
Thal I am nelher attorney tor, nor a 

rek&e or etnpbyee of any d the paNes to the 
act&. lurlher. that I am not a r-e or 

ewioyee d any attorney or counsel employed by the 
parties hereto, nor IlnancWy Merested In Ils 

outcome. 
IN WKNESS WHEREOF. I have hereunto set my 
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