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IN KE 1HE MATTEK OF: WILLIAM HAMILTON
THE COMMISSION ON JUDICIAY CONDUCT January 21, 1997
' Page 1 Page 5
BEFORE THE COMMISSION ON JUDICIAL CONDUCT Q: What were the circumstances under which Pacific
OF THE STATE OF WASHINGTON {2 Recreation made that final $8,000 payment?
] B A: Well, among all of my involvements, companies
In re the Matter of: ) #4) accounts and so on, Pacific Recreation is now a very high
) No. 96-2179 (5] gross business. So, this is where the money was, 1 guess is
THE COMMISSION ON JUDICIAL ) 1 the fairest way to say that.
CONDUCT. )] m  Q: Why did Pacific Recreation make the final $8,000
Deposition Upon Oral Examination {8) lump-sum payment?
of ©  A: My recollection is, after ] approached Judge
WILLIAM HAMILTON (10) Anderson about paying off the obligation, he agreed to do
{11] so, was lcaving town immcdiately for a vacation, said that
Taken at 3800, 1000 Second Avenue 121 he would pay it. I said, "Well, | wi);l go ahead and pay it
Seattle, Washington P
(13) off and you can pay me back when you get back.
DATE: January 21, 1997 (4)  Q: Why did you pay it off, as opposed to him paying
REPORTED BY: Patrice E. Starkovich, RPR (15} it off when he got back?
CSRNO.: ST-AR-KP-ES11MF 1) A: It was my request that he pay it off. So,
' Page 2 |1n1 therefore, it just scemed convenient at the time for me to
APPEARANCES 118) do that that way.
For the Commission:  PAULR. TAYLOR Eﬁ} mﬁﬂ?ﬁﬁgfmﬁfﬁf UIBency a3 fegards to the
Bymes & Keller 1)  A: What precipitated the payment ~ it had nothing to
Sutte 3800 {22 do with the terms of the note, What precipitated the
1000 Second Avenue {231 payment was my request because of his filing of a divorce
Seattle, Washington 98104 124} action with his wife or her filing against him or something.
For the Witness: PHILIP R. SLOAN 25) That is when I became aware of the actual divorce, and that
Sloan, Bobrick & Oldfield Page 6
P.O.Box 7127 (1) is what precipitated my request that I stop making the
2601 North Alder Street 21 payments because of my personal relationship with them.
Tacoma, Washington 98407-0127 ®  Q: if you wanted to stop making the payments, why did
{4 you then make the final payment? When I said "you,” I mean
Page3 | o Pacific Recreation.
INDEX ] A: Actually, it was me. ] own Pacific Recreation 100
EXAMINATION BY: Page 71 percent. He just said, "I am going to pay it off, but ] am
M Taylor «.ouvvnnnnnn. 4 {8} leaving town. It will take me a few days to get this
EXHIBITS FOR IDENTIFICATION: i together. ] don’t want to pursue it anymore, cither.” So
Number Page (19 I made the payment. It was my decision. It wasn’t his
1 Business Acquisition and Lease {11} decision. ] approached him to pay it off. He said he
323 would, and I paid it off, which he paid me back.
Agreement, 8/26/52 ....15 (19 Q: When you say he paid you back, was it Judge
2 Affidavi of Willam L. Hamilton . 26 {14 Anderson who paid you back or Ms. Kelbaugh?
3 Business Acquisition and Lease (15 A: No,Judge Anderson paid me back.
Agreement, 9/19/92 ... 37 .{ne  Q: In what form did he make that payment?
4 Purchaser's Closing Statemont .. 38 un Aslngshs o
5 Pacilic Lanes Purchase Price 1] : $8,000in cash? _ .
Adjustments Per Discussions with g: L;owmgdstg%m“ amount was, it was in cash,
a Xima ,000.
Grant Anderson and Bill Hamilon . 38 21 p%: Did youyhavc any understanding as to where he got
6 Letter to Willis from Fisher, 10/6/83 .. 79 22 the moncy to make that payment?
7 Grievance Agalnst a Lawyer 93 23  A: Nothing specific. I believe he got - he
, Page 4 |24] indicated he got the money from Pany_bccau§c - Pa}tty
(1) SEATTLE, WASHINGTON: TUESDAY, JANUARY 21, 1997 - |29 Kclbaugh, because he had expended his readily-available - —
. ge
g} 10:35AM. (1) moncy on expenses to do with house improvements, things of
“l vs) th:z méurc. fm:}iturc. h tha y
. . : <! : Describe for me why it was that you decided you no
(9 WILLIAM HAMILTON, deponent herein, having been 1 longer wanted to make pa))',mcms on th}:: oo, 14
(6] first duly sworn on oath, was 8 A: Aslindicated, what precipitated that decision
[ examined and testified as . (6) was the divorce between he and his wife. They had been
(8) follows: [ separated for a number of months. Quite frankly, I was not-
o] {8 atall convinced - I don't think anybody would be, as
(101 EXAMINATION 9] pesipherally as I was in their personal relationship, 1 _
0] BY MR. TAYLOR: (19} kncw them both as a couple - whether there was going to be
121 Q: Good morning, Mr. Hamilton. How did you first {11 an eventual divorce or not. )
(13] meet Grant Anderson? 12 When that bc'c:\mc a reality and onc¢ or the other
{4 A: How did I meet Grant Anderson - probably in my (13) filed - and I don’t know which onc it was - and I was so
ity of chicf executive of Western Community Bank 14) u]for'mcd, then it l_ookcd hk}: it was on a ﬁnal thing, and [
1) capacity of ¢ (15] didn’t want to be involved in financially - in any way. So
16 in the early '70s. pier 1just said, "I am going to stop making payments.” And he
071 Q: Approximately when was that? {17 said, "Well, then T will pay it off.” And so I paid it and
(e} A: Gosh, it would have been '72-'73. 118) he paid me. It had to do with him leaving town that same
p)  Q: The final payment made for Judge Anderson’s (19) day is really what it came down to.
{20] Cadillac was approximately $8,000; do you recall that? »9  Q: Did he ask you to make that final payment?
@y A: Yes,1do. Rri]  A: No, he did not.
22  Q: Do you recall that Pacific Recreation made that {271 Q: Did you tell him you were going to make that final
23] payment? {23) payment?
24  A: Irecall that I authorized that payment to be made 24 A: Yes,Idid.
251 from that account, 2S___Q: What exactly did you tell him?
STARKOVICH REPORTING SERVICES Min-U-Script® (3) Pagel-Page7
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Page 8 Page 11
11 A: Well, I can’t recall exactly what [ told him. 1 (1}  Q: DidJudge Anderson, at some point, become aware
7 said, "l am going to stop making payments.” He said, "Well, 2 that the corporation had been making the payments on the car
3 then I will just pay it off," and, I said, “When," and he @) loan?
1) said, "Well, when I get back from my trip.” And, I said, 4  A: No,ldon’t believe so.
51 “Well, I would like to get this resolved now because the 51 Q: You told them, at some point, that you had not
8 action between you and your wife is taking place.” t6) fairly recently?
7 It was strictly a personal thing on my part. 1 1 A: Idon’t know that I told him or he asked me. It
8] just didn’t want to get any further involved with them 1) had to do with these questions that were - that came up
g personally and their dispute.I didn’t know what he told ) about how I made the payments.
0} his wifc about the payments. So, I said, “Well, T will pay (10)  Q: Whether he initiated it or you initiated it, did
1] it off and you pay me back.” We had that kind of {11) you tell him that Pacific Recreation had been making the
2) relationship that I feit comfortabie in doing that and he, in (12} payments?
3) fact did so. : (13)  A: Idon’t specifically recall. He is aware of that,
4 :.Q: Relative to when you-first learned, of thc pcndmg [14] yes.
s) dxyoxcc»whcn d:d yoiry ‘miake the final paymcnt?" e (15}  Q: When did he become aware of that?
K..I don'trecall spccnﬁcally, ‘within days. (16}  A: I can't specifically say.
|71 Q' Within- days" ' 1171 Q: Other than your accountant, who have you told or
) A% Uh huh. (18] who did you tell that Pacific Recreation was making payments
1 Q: The payments, on an ongoing basis, were made by {19) on Judge Anderson’s car loan?
) Pacific Recreation; is that correct? 1200  MR.SLOAN: Other than matters of privilege
2} A: [ authorized the account to be charged, yes. 121) between him and his counsel?
7 Q: And those were automatic payments then to the tz7  MR.TAYLOR: Correct.
%) bank? 23]  A: I1don't believe 1 have discussed this with anyone.
2] A: When first decided to do this, I wrote a check, 1 247  Q: Why not?
251 believe, for the first payment.And then [ believe [ set it 251  A: Because it doesn’t bear any weight on anything
Page 9 Page 12

{1} up on an automatic charge which was more consistent with my
2 attendance to detail.
p] Q: How did you know where to make the payments to?
@  A: Well, I office at the bank that I chartered. ] am
151 no longer the chief executive, but I am certainly aware. I
(6] was a paid consultant at the time, a director. So I am very
@ familiar with the bank. I knew by then the bank, obviously,
() had made the loan. I had nothing to do with the request on”
(5} the granting of the loan as a non-employee, but I was aware
(10) of the loan.
(11 Q: Did you discuss with Judge Anderson the fact that
{127 payments would be made on an automatic basis -
31 A: No.No,I did not.
(141  Q: Let finish my question, so the record is clear, or
[15) the court reporter will start yelling at us.
e  Did you discuss with Judge Anderson the fact that
(17 the payments would be made on an automatic basis from
{18 Pacific Recreation to the account on the note?
gy A: No,1didn't.
R0l Q: How was he made aware of that?
21  A: Idon’t know that he was made aware of where the
[22) payments came from. Certainly, not through me. 1 mean, I -
{23) made no point of telling him what accounts I took the
{24} payment out of.
25 Q: Did he ever ask you?

m thatldo, that [ sce.
@ Q: Did you ever discuss it with Ms. Diane Anderson,
3 formerly Mrs. Anderson?

4]  A: No,I did not.
55 Q: Why not?
B  A: Frankly, I didn’t discuss any of the business

7 dealings of her husband with her uniess she was specifically
(8) involved in it.
®  Q: When did you first become mtcrcstcd in acquiring
{10} Pacific Lanes?
i11)  A: Golly, the spring of "92.
1122  Q: How did that happen?
113]  A: Grant Anderson contacted me in my capacity as a
(14) friend and a businessman, and wanted to look at this
(151 investment or this asset of the estate, I guess at that
(16} time, and sec if I felt there was any way that I or anyone
(71 that ] knew would have an interest in making a purchase
(18} which is not uncommon in the relationship that we had.
19  Q: What happened next?
0]  A: Oh,I got some financial information. I was
21} familiar with the company. I had been an acquaintance of
22} Chuck Hoffman, deceased, for approximately, well, maybe ten
{23) years prior to his death.And so [ did my own analysis of
24 the operation, knowing what I knew about the relationship ~
125) between the two corporations, the operating company and the -

Page 10
m A: No,1don’t believe he did.
Q: In.the gaytpcnts that Wcrc.mndqbyPa 'C}?J
[31 Rccrcauoﬂ fon'd th&mrl&an.,fo 4Ju r;,“ ywwcrc
1) those tratcd.pn,t.ﬁc books of Pacxﬁc R’é Sition?

15) Aa.ﬂhc% _automobﬂc{gpmsc
@ U -€XD. '

AS an’e erse?
ORROE T

b.r,;'f.l. Xt AN
18]

. ] enscs thei wcrc part'of thc dcducﬂons;
o} fQr tax *g.rpggéﬁ@

poy *¥AT That's correct.

{111 Q: Had you consulted with an accountant about the tax .

[12) treatment?

[13)  A: Subsequent to I believe our conversation or

(14) something about the issuc being raised, I consulted with

bS] him. He was aware that the payments were being deducted.

('6] There are a number of payments being deducted and expenses,
{171 as it relates to that particular corporation, and, he says,

{18) "Well, in the scheme of things,” he says, "they shouldn't

19) have been deducted that way,” but he didn’t feel that filing

m

Yoo

Page 13
1) land-holding company, and ] had a son graduating from
{2 Washington State and qualified for graduating from
@ Washington State, and I felt that this would be somcthing
@) that, inteliectually and by interest, he could handle. 1
1s) look at this as a challenge.
&  Every business that I buy, I look at it as the
1 same way.I felt the cash, the cash flow, was there, and
(8] so,after some discussion with my son and, you know, a
19 visit, which 1 was familiar with the facility. ] hadn’t
t10) been in it possibly for five years, but I was familiar with
{11} it. I told Grant Anderson that I would be interested in
112) acqmnng it. :
(43} : Can you describe for me the negotiations then that
4] lcd to the agreement.
151 A: Oh, golly,I don’t know that there was a great
{16 deal of negotiating. My concern was limiting my liability .
(17} personally, making an investment with an opportunity for an
(18] upside and limiting the downside financially. So 1 spent *
(9] more time on structuring that reality for myself than I did

0] an amended return was necessary, but he informed me at that 120) on the price.The price was something that Grant Anderson
{21] time that that was not the proper way to handle this. {21) established. It was on the terms that werc established ¥
221 Q: Was he aware, prior to that conversation, that the {220 which was my end of it. It was a rcasonable price, given *
[23) corporation had becn making payments onJudge Anderson'scar |23y what I knew, which was basically the operating history and
124) loan? {24) opportunitics that I could see by looking at the operating -
25___A: Not specifically, I don't believe. [25_statement,

Pare 8 - Page 13 (4)
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(i Q: Can you describe for me the history of the offers
120 and counteroffers.
@B A: Idon't think there were any offers and

p  Q: Inlight of the statement by Mr.Anderson or Judge
21 Anderson that he needed to get at least a million dollars,
131 could you walk me through this agreement and tell me how it

- [4] counteroffers. My recollection is Mr. Anderson told me the 4] gets to the million-dollar number, if it does.
(5} price that he could sell it for, and, if I could figurc a 5)  A: Yes. My recollection was that the real estate was
(§) way to structure that within my desires, that we might have (6] valued in the transaction at $700,000, with a 50,000
7] a deal, that type of thing. M non-refundable but applicable option price. If I exercised
8  Q: What was the original price he told you? ) the option or in other ways purchased the real estate, I
)  A: He said he needed at least a million dollars. 19) would get credit for the $50,000 against the $700,000
o) Q: Did he say why? 10] purchase price.
(111 A: I don’t recall specifically. ] am trying to (11 Q: Let me interrupt, if I may. You say the real
{12 recall what happened prior to our deal and what [ have (12} estate was valued at 700,000.Who valued it at that?
(13] learned subsequent to that deal. {(t3)  A: That was a an allocation decision that 1 made.
(14  Q: When you say what you have learned subsequent to 4]  Q: Who made that decision?
(15) the deal, what does that mean? #s)  A: ldid.
(ts1  A: Well, I understand that he had an appraisal for (16 Q: I'm sorry?
- {17} estate purposes, which I don’t know that I was specifically un  A: I did.
(18 aware of, not that it would have made a difference to me. (189  Q: Did you discuss that with Judge Anderson?
(159 Q: What did he say about the appraisal? [19)  A: Well, I had informed him of that decision. I
20  A: I don’t know that he said anything about the [20) don’t believe that there was any discussion.
{21) appraisal prior to the deal. But | understand now that that 211 Q: How did you come to value the real estate at
122) was in the realm of where the appraisal took the 1221 $700,000?
(23] transaction. 123  A: It had to do with the depreciable assets, how it
24 Q: How did you acquire that understanding? {24 would be handled tax-wise, et cetera.
5] A: I am not specifically sure, to tell you the truth. 255 Q: Can you explain that to me.
Page 15 Page 18
1 I have never seen the appraisal. i3 A: There has to be a reasonable allocation between
@  Q: Was it from Judge Anderson that you acquired that 12 real estate, goodwill, fixtures, et cetera. If [ recall, a
13 understanding? @3 lot of the relevantive fixtures that were attached to the
)  A: Probably, but I don't know specifically when 1 {4} building were carried on one set of books, yet pledged - in
(5} acquired that understanding. {51 their corporation, yet pledged to the bank through 2 loan to
# Q: To the best of your recollection, it was Judge [6) another corporation. It was pretty well not cleaned up, in
M Anderson from whom you acquired the understanding? M my opinion, which was consistent with Chuck Hoffman’s
18] A: Yes. 18 business practices.
©  Q: As best as you can recall, what did he say? 191  Q: Did Judge Anderson disclose to you at that time
. 10 A:Idon't know that he said anything, other than the (10) the appraised value of the dirt or the ground and the

{11) fact that an appraisal existed, and that was done for estate
112) purposes and that was the basis in which he arrived at his
(13) price.

(144  Q: The price being the million dollars?

(155 A: I believe the million dollars was the number that

(16} I came up with, based on the operation, and that seemed to
("7 be sufficient. He said, "I nced at least that.”

18] Q: Who first mentioned the million-dollar figure; did

(19 you or Judge Anderson?

20 A: I don’t recall specifically.

21 (Exhibit 1 marked

122y for identification.)

23  Q: Do you recognize Exhibit 1?

re  A: Yes,Ido.

255 Q: What is Exhibit 1?

{11} buildings?

1)  A: No,I don’t believe so.

113)  Q: You told Judge Anderson that you belicved the

(14) relevant real estate should be given a value of 700,000 for
(15) purposes of the transaction?

116]  A: I believe what I told him at that time is this

{17} document reflects a $700,000 purchase, a payment of $50,000
{t8) down and $650,000 amortized at $6,000 a month at 7 and a
(15} half percent.And, if you follow that amortization out a

0] couple of years, there is a residual balance of

21) approximately $600,000, within a short - a grand or two.
22 And those were the terms that I was offering on

{23) the other loan which was the purchase of the business. So 1
124) felt that this would be consistent, and - the idea being

25 that | was getting, in my mind, ten-year financing at 7 and a

Page 16

(M  A: This is the draft of the acquisition and lease
12) agreement for the purchase of the corporate assets of
@) Pacific Lanes, Inc., and the lease of the bowling facility
4] from Hoffman-Stevenson, Inc.
(55 Q: When you say “draft,” I notice it is dated and
6 executed by you and Judge Anderson. Was this intended
[ originally to be a final, and then it was later revised, or
18) what exactly was the significance of this in your mind?
©  A: My recollection was that we had discussed these
(10} realitics on more than a few occasions and with nothing ever

{11] being produced in writing. I had gonc ahcad and started the -

(12 formation of my corporation and things of that nature. So
{13 he memorialized, for our purposcs, his understanding of our
(14] agreement, leaving some blanks which I filled in with -
(15) that is my writing, and 1 wrote the word "Draft” on it, and
61 1 put in the word "August 26th.” [ don't know what day of the
117 week the August 26th was, but that was the day that we

“™~\ 18] signed this document. I don't know how long I had this

) (1) document.

R0l  Q: Did you consider this to be 2 binding agreement
1 at the time that you executed it?
22 A: Yes, I believed it was. There were some changes,
(23] minor changes, that nceded to be made. It needed to be
f24) typed, and 1 didn’t find anything particularly onerous with
[25]_this particular agrecment.

' Page 19
(1) half percent that I could exercise at any time within these
{2 paramecters.
B  What I was risking was a $50,000 loan that I was
¥ making personally to this corporation, Pacific Rec, and
151 there was no personal liability; that is as it relates to
{81 the property. .
M  Q: Solam sure I understand, walk me through, again,
18 how you come out with the 700,000 with the 650 amortized at
) $6,000 a month at 6 and a half percent,
(o]  A: Seven and a half percent.
(111  Q: Seven and a half percent. Walk me through that
(121 calculation.
(13  A: Well, if you take $700,000, put $50,000 down, that
(14 bringsgou to 650.
115y  Q: 650.
i6)  A: There you go.Take $6,000 a month at 7and a
(171 half percent, amortize that. In two years, the balance is
(18] roughly 600,000; in four years, 540 and so on and so on.
(15  Q: That amortization calculation was the basis of the
120) option numbers that appcac here?
121)  A: That's correct.
21 Q: Wcll, is this, in effect, an offer that you
23} presented to Judge Anderson?
24y A: No.I believe this is a document that

[25)_memorializes our verbal agreement. It was prepared by him,

STARKOVICH REPORTING SERVICES
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) his office.
1 Q: In the course of these discussions, did he start
3 at a higher figure or a higher number?
] A: Idon'trecall.l don't believe we ~ this is
7 just what we came to. ] was more interested in the terms.
1 As long as the terms satisfied his requirements, I think it
17 was just mutually agreed.
5 Q: Stated otherwise, was there any give and take over
7 the amount of money to be paid?
% A: I don't recall any specific discussions.
1) .. Q: Do you rcmll gcncrally thcrc being any ngc a.nd
takc7
31 A: No.
4 Q: Do you recall generally there being any
51 ncgonaﬂon over the amount of money to be paid?
A: Nothing that was very detailed. ] had analyzed :
71 the abmty of the business, in my mind, what it could and
- could pay, and that was the basis under which 1 made my
9 offer. Now there might have been some tweaking back and
o) forth but it wasn’t major.
1) Q: Is it fair to say then he accepted your offer
21 without any significant modification or increase in the
3} amount?
4j  A: As | indicated before, I am not certain that |
) didn’t already have a number in mind by his statement to me

(11 Q: Do you recall telling the Bar Association that you

12 told Mr. Schafer that you were getting a good deal on the

{3] purchase?

4}  A: I am not sure how the question was couched to me.
(5) It might have been a quote that they were trying to verify.
(61 If I made that statement, which [ am not denying that I

7 might have, and I am not saying that 1 did because [ don't

18) specifically recall - that, if I did, 1 did so in the

{91 spirit of the terms of the deal which are - which, to me,

{10) as a lender, are ~ there is no loan fees; there is no

{11) appraisals; there is no environmental reports; loan costs,

(12} all of which are very substantial in a transaction of this

(13 size.

it14)  The interest rate is market or was market, I

115) should say.The fact that the rate is fixed for ten years

(18] is a bargain, and should I have ever made that statement,

{171 that is the basis of which ] would have made it because that
118} is what I believed then and that is what | believe now.

(191 Q: What duc diligence, if any, did you do in

{20} connection with the purchase, other than work the numbers?
R1)  A: To the extent that I am capable of seeing

(22] anything, I walked through the facility, tatked to the

(23] operators, the management.l was aware of the management.
24) 1 knew the people that were managing, the lady who was
(25] managing who is now deceased. I principally made my

) Page 21
() at the time.This is quitc some time ago and scveral deals
12 ago.This wasn't a bargain.
Pl Q: Well, in the fall of 1992, you believed it tobc a
{4} bargain, did you not?
@  A: Not particularly, no.
& Q: Did you ever tell anyone you thought this was a
7 good deal at that time?
© MR, SLOAN: Excuse me.I object to the form
@1 of the question as contradicting the prior statement: Good
10] deal and bargain may or may not be the same thing. If you
11} could just rephrase it, please.
17 Q: In the fall of 1992, did you ever tell anyonc that
13] you believed you were getting 2 bargain on this purchase?”
147 A: No.
151 Q: In the fall of 1992, did you ever tell anyone that
16) you thought that you were getting a good deal on this
17 purchase?
18] A: I might have used the statement "a good deal,”
i19) referring to the terms, not necessarily the price.
21 Q: Do you have a recollection of using that?
Ri]  A: Specifically, no.
2 Q: Did you ever discuss the transaction at or around’

Page 24
(1] decision on the numbers which is the way I make all of my
2 investment decisions. [ am not qualified to look at
Rl something structurally or something of that nature.
#l  Q: Did you refain anyone to look at thc facnhtyj
(5] strucnn-a.lly? :
6] A: Noildidnot.
m Q Why not?“ itk
ls] P

[10&5011 tdth
(1" A: L have purchascd scvcral bunldmgs and propcrtics

(121 and businesses, some of which have propertics attached to
113) them.

114 Q: In those transactions, did you retain someone to

(15) do a physical inspection or a structural inspection?

(16  A: No.

1471 Q: Going back to your discussions with the Bar, did

118} you tell them that you had told Mr. Schafer that you were

[19) intending to make Mr.Anderson an officer of the corporation
[20) you were acquiring?

1]  MR.SLOAN: Counsel, 1 have to reiterate my

{22 objections, and perhaps we could go off the record for a

(23] this time period with Mr. Douglas Schafer? 123) second.
R4  A: Yes, I engaged Douglas Schafer to prepare and file - 24  MR.TAYLOR: Sure.
251 corporate papers for me relative to this acquisition. ) 1251  (Short recess.)

) Page 22

(11 Q: What did you discuss with him?

1@ MR. SLOAN: At this point in time, Counsel, I :
@l have a concern about the matter of privilege because at that
141 point Mr. Schafer was in fact the attorney for Mr. Hamilton -
{5 in this transaction. ] don't want to waive any privilege

& which Mr. Hamilton may otherwise have. So, unless we can
M work out an arrangement to protect that privilege, I have to-
18) object and instruct him not to answer. ] am not saying we

© won't answer, but we do need some guidance here and some ¢

[10] assurances.

(1 MR.TAYLOR: Let me sce if I can come at it

12} differently.

1131  Q: You filed a Bar complaint against Mr. Schafer,

{14] correct?

s A: That's correct.

(168 Q: And you were also contacted by the Bar in

17) connection with a complaint Mr. Schafer filed against Judge
(18) Anderson?

t'9g  A: 1don’t know whether the Bar contacted me in

{20} response to his complaint against Judge Anderson or my

21} complaint against him.

220 Q: In the course of your dealings with the Washington

123) State Bar, did you disclose to them conversations that you

24) had had with Mr. Schafer?

Page 25
() Q: Did you, at some point, tell Mr, Schafer that you -
{2 were planning on making Grant Anderson an officer of Pacific .
] Recreation?
@ A: Itold Mr. Schafer that I wanted to make Grant
{s1 Anderson corporate secretary of the corporation.The
{6) purposc of that statement at that tine and now was that .
M Grant Anderson I knew to be a capable businessman. I valued
(8] his expertise. He had been operating this particular
© business for a number of years since the demise of Chuck
110] Hoffooan. I wanted Grant Anderson, if I was going to buy
{11} this thing on the basis of the information that I had
11z} available, which is the best information available, I wanted
113] him as closc to me as possible for questions and answers..
114) 1 reoember telling Mr. Schafer that I wanted to
{15} make him an officer of the corporation so he would be
(16} cmployed; he would be compensated, however minuscually, and
117 therefore be obliged to be available to me to answer .-
118} specific questions that otherwise I knew I wasn’t gomg to-
(15} be able to ask or answer. .
20}  Q: What did Mr. Schafer say in response?
1) A: Specifically, he didn't say what he has said in i
22 his letters that § have had occasion to read. What he did
123] say was that he is on the bench; he can’t be involved as an
(24) officer of a corporation, and [ s:ud okay.That was the

@s. __A: I don't specifically recall, no.

251_beginning and the end of that conversation, -,

Page 20 - Page 25 (6)
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m
2)
i3]

Q: Did you tell Mr. Schafer that you wanted to reward
Grant Anderson for giving you a good deal on the bowling
alley?

4)  A: No,1did not.
55 Q: Did you make the statement to Mr. Schafer that
(6) Judge Anderson had been mitking the Hoffman estate?

Page 29
{1 finding it necessary to hire counsel, pay counsel, for the
{2) first time, that I recall, in 20-some years.
3 Q: What I am trying to get at, Mr. Hamilton - and
4] you tell me if I am reading this affidavit correctly - is
(5] that, in approximately a six-week titne span, from the point
(8} Judge Anderson told you he can no longer meet with you to

m  A: I have read that statcment. I don't recall the (@ discuss business deals and the point that you told him you
(e) statement specifically, but, if asked that question, which I i8] would make Cadillac payments, you had to hire and pay for
191 have been asked that question, milking the estate, since | {91 advice and services from a variety of attomcys AmI .
10} know nothing about the fee arrangements or anything of that 110). rcndmg that. corrcctly?a.r; o
{t1} nature, would have had nothing to do with that end of it. 1 1)~ A: Probably not. !
(17 did know of the asscts of the estate. I knew of what they (122 Q: Tell me where it says different than the way that
(13) call the beach arrangement. [ had been involved, to a minor {13) T understand it.
(14) extent, with Hoffman, and, therefore, I knew that Judge {14 A: I don’t know that the affidavit does say
(t5] Anderson — now, at that point, Grant Anderson - had {15) different, Mr. Tnylor What I am stating is that November
18] created cash out of chaos, therefore milked the assets, the (16) 'was nothing unique. I believe there was a meeting - I met
(171 non-iquid assets, the unsalable assets and converted them (171 with Grant Anderson on;a number of occasions subscqucnt to
(i8) into money. I knew nothing to do with the innuendo that 18] the purchase of this bowlmg allcy That is why I wanted to
(19} seems to follow this about fees and things of that nature (19) hire him; I wanted him to have to mecet with me.As a friend
120} which is where it is being used by Mr. Schafer. 20] and as a person knowledgeable, I could ask him a direct
{21) If I used that phrase, it would have been 21} question and I would get a direct answer. In no way did
221 something along the line of that I have stated. 22 that affect legal advice. It had do with the operation,
231 (Exhibit 2 marked {3) specific questions about specific people, things of this
(24) for identification.) {24] naturc.
1251 Q: This is an affidavit that you signed? 25) But I had been aware, like 1 say, of - based on
Page 27 Page 30
{13 A: That's correct. (1) the statement made by Doug Schafer, in all mndor, dxdn t
) Q: You state: In November, 1992 - this is the {2 scc anything unique about it, dxdn't see. anythmg "!:3;-‘_
[3) bottom of the first page and I am paraphrasing - Judge 3] r-»sngmﬁcmt about it;It was.just a passmg cn;-.‘;",o‘h;‘;-;.
14 Anderson told me that he could no longer meet with me and 1] ‘oh, well;he can't bc sccrctnry of 1 my corporanon, I’én t
(5 give his opinion on business deals. Is that accurate? 151 pay him a.ny ‘moncy, okay:” It wasn 't any big deal to me.So 4
© A: In the spring of '92 - 16) I had - since about that time - 50 we are going back into
m Qi November of '92: {1 the summer that I was aware of this and, therefore, had
@] A: Excuse me.I really have to read this - oh, the {8) sought questions, that I would otherwise just ask Grant,
9] last paragraph. Excuse me. ® from the firm Sloan, Bobrick & Oldfield and I can’t tell you
Q: That is okay.
11  A: Yes, I belicve that was the case.
(23 Q: Then reading on to the second page, first full

(13)
[14)
(19
(16}
nn
(18]

paragraph, it starts, "Not having the ability to counsel
with Grant, I was forced to seck and pay for advice and
services from a variety of attorneys.”

What attorneys did you retain following your
conversation with Judge Anderson in November of '92 and up
until the time that you advised him you would be making the

(10) specifically those questions. I have known these people,
(11) gosh, since the mid '70s, also.

(12  Q: Other than the firm Sloan, Bobrick & Grant -

131  MR. SLOAN: Oldfield?

(14  MR.TAYLOR: I'm sorry.

115 A: What other firms?

(t6)  Q: What other firms did you contact during this time

(17 period?
18]  A: I can't state specifically. I would have to go

{19} payments on his Cadillac? (19) back and try to figure out what I was domg at that period
ro]  A: Well, it started before November of '92. 20] of time.
@1 Q: What started before November of '92? @1 Q: Can you tell me generally.
227  A: Secking the counsel and paying fees to other 2 MRA. SLOAN: Did you meet with Graham & Dunn
{23] attorneys. 23] and those guys, Gallagher?
24  Q: I am interested in the period from when, in R4 THE WITNESS: Huh-uh.
251 November of '92, Judge Anderson told you he could no longer 25  MR.SLOAN: Q.R.? .
Page 28 Page 31
{1} meet with you to discuss business matters, and your decision (11 A: I was conferring with Steve Quickruben, who was an
{2 to begin making payments on his Cadillac. What, if any, {a officemate of Schafer’s on matters that he was involved
R) attorneys did you retain? {3) with with common clients. I was conferring with J. James
4]  A: Well, I was doing a lot of business with the firm {4) Gallagher. I don’t recall if Jim was still with Graham &
15 of Sloan, Bobrick & Oldficld at the time. I still do. 15) Dunn at that time or not, regarding some mutual investments
&)  Q: Had you been doing business with them previously? {6) that we used to have or still had and his capacity as an
m  A: No,Ihad not. 71 attorney representing those interests. Of course, | had
8) Q: When is the first time that you retained them as (8] contact with Mr., Schafer by that time to do this - to form
(8] your counsel? ® this transaction, form this corporation.
(13 A: Oh, gosh, it would have been in *92 sometime. (10  Q: When is the last time you had one of your informal
1 Q: Bcforc or after November of '92? (11) sitdowns with Judge Anderson, then Grant Anderson, when he
a2 A: I can't recall specifically. This statement that (12} gave you business advice?

113) you referred to, on page 1 of November of '$2, Grant had
(14] been elected ]udgc he advised me of this. That was at, 1

[15) belicve, just a lunch or a breakfast or something of that

(16] nature. I was aware of that because of the statement made
(17 by Mr. Schafer when I was organizing this corporation in
(18) July or August. I didn't retain Mr. Schafer in any capacity
(19} to negotiate anything for me. 1 have my own opinions of his
120) abilities in that regard, as well as my own.The deal was

{21} made; it was done.All | asked Mr. Schafer to do was form
(221 my corporation. In that regard, he was privy to some of the
{23) documents. So I had retained Mr. Schafer, in 1992, to do

1241 that. I believe - I can’t tell you specifically what

[25) transactions I was involved with at the time, but I was

113  MR. SLOAN: Arc you talking about at this

(14) moment?

s, MR.TAYLOR: No, prior to January 1, 1993,

(16]  A: Around the time he was elected ,udgc September,
(171 October, November. I don't recall exactly when all of this
(18) took place.

(19)  Q: [ want to be sure that I understand your affidavit
{20] correctly. From that point forward, until the time that you
21} decided to make payments on his Cadnuac, is when you
22) realized what a good deal you had received from Grant in not
123) having to pay for his services in the past; is that correct?
24 A: 1recalized that 1 had a good deal for a long time.

251 I just didn’t realize how good of a deal it was. I couldn’t
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: quantify that. In my capacitics as chief executive of 2

| bank that purchased six different banks and as an individual
| working with J. James Gallaghcr as a one-third partner and

| paying hundreds of thousands of dollars for purely,in my

| opinion, the functional end of it, not the deal, all of

| those transactions, the deal was made by me. Same way with
| the same investigation of the same pieces of real estate,

| the same asscts. You know, there were no third parties

} brought in, including the sale of Washington Community Bank
} shares to Key Corp. It was all done by me.

] So,starting in 1980 through 1990, all of these

1 transactions, of which there were roughly a dozen, were done
j by me individually.Then it was presented for drafting.

1 When I had questions about lessees, many legal

} matters, as an individual, for my own purposes, I would

3 cither ask Grant or confirm with Grant. We communicated |

7 kind of with the same language which is not at all common
1 with cveryone that ] communicate with.

5 Q: Total funds expended by Pacific Recreation in

3 payment of the judge’s Cadillac alone were well over

1 $20,000. Have you made gifts of a similar size to anyone

7 else in the past five years?

3 A: Yes. '

4 Q: Who?

3 A: Oh, gee, I gave a gentleman by the name of Dick

(1} comfortable with that. If I am going to risk, I am going to
{2 risk my own moncy. So I put some money in that, in excess
@) of $50,000.

4 Q:S0o0r15?

5) A:50.

51 1 believe it was 65, to be exact.

M Subsequent to that, all of the assets were deeded,

8] the value of those assets, not neacly $65,000.1 formed a

(8) new corporation; I paid all of the fees; I paid 5- and

(161 $10,000 amounts to eliminate their personal liabilities

(11 with no expectation of payment, not even a request for

(12 payment,and these people were just introduced to me. 1
(13] don’t want this to get out, though, okay.

{14) Since then, I have invested in that corporation

(15] approximately 75- to a hundred thousand dollars, all of

116) which have gone to solve the opportunity of the Hollands to
(173 make this company a success where they work, under my
(18] tutorage, with my money, with the idea that [ would get back
(18] my original $65,000, and they could have this corporation
{20] back with the payment of no other funds.

21 I have invested and co-signed on a transaction

122 introduced to me by yet another friend in an auto parts

[23}) corporation in Tacoma, very nice fella and his wife. I met.
(24) them.The result of that, within 120 days, was that [ had

(251 co-signed a 400,000 - I'm sorry, $300,000 and invested a

Page 33
1} Chiaravano $10,000, an old customer of the bank of mine. He
2 has never paid back a dime. -
3  Q: What were the circumstances under which you gave
4j that -
5  A: He approached me for a private loan. Under no
§) basis could he qualify for a loan with anyone. He had been
7 afriend, a customer - not a good customer. ] met him
g through my banking relationship and I gave him $10,000.
Q: There was an understanding that he was to repay

9

o it?

1  A: It was the intonation on his part.

2 Q: It was not a gift?

3 A: It has turned out to be a gift.

4 Q: It was not intended to be a gift?

5] A: In my mind, yes. In his mind, no.That was in

5] 1989 or *90. He has never repaid a dime. He has never

7 indicated that he has any capacity to repay it, nor have I,

8} basically, other than check with him to see if he has got

i) anything going that I can get involved in to help him make
x} some money so I might get it back, but that was a

n) relationship thing.

) lloaned a gentleman by the name of Mike Hara

m) H-ar-a, $50,000. Subscquent to that, I gave him, without

4} benefit of a note, another 23-, $24,000. He has paid

%} nothing on cither of those, nor is there even any

. Page 36
{11 hundred thousand dollars of my own money. I paid all of the
12) costs with this acquisition out of my pocket and I paid -1
@) have now loaned them some $15,000 without even the benefit
) of a note to help them get through bankruptcy personally and
is) purchase a home which I have agreed to co-sign for them
&) which they can't because of their bankruptcy.
m  Q: Let me ask you to focus, if you will, on
(] significant gifts made to people with whom you are not
9} transacting business.
o) A: I have gifted - just wrote a check last month for
{11} a hundred thousand dollars to the Clover Park Technical
1123 College Foundation. I was asked to get involved as a trust
13 - a foundation foreman director in '91-'92. I had become
14} so impressed with the school and what it does that [
{15) accepted a request to be a trustee at the college. I have
16) established scholarships for the students. I have gifted
(171 for three or four years running 5- to $10,000 worth of
(18] valued gifts to be auctioned off, the proceeds to go to the
19) foundation for the bcncﬁt of thc students. i
0] _Q: Have you eyefinade a gift to.someonciwh wnsﬁﬂ
[21) o thcr sxdcof zb SIS OIS {

SPthstT mﬂ,b ﬁ%aq"cfm SR AL %’gm
3 o 'I -"éy
124) ’”'A &fdﬁ{gy}tﬁgﬁﬁoﬂjudf d’cx &ﬁﬁcx
125) oth'&’.‘ﬂ&c of e

245
it e 0o

.14

*a-business transaction?
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111 acknowledged obligation on the second 23-, 24-.
@  Q: Did you have an undesstanding or belief there
B would be a repayment on those funds?
@]  A: On the 50,000, yes.
& Q: What about on the -
® A: Idon’t belicve we discussed it. He needed that.
m It was like giving money to chase other money.
® Q: The latter funds were to assist him in being able
[ to repay the earlier funds?
100 A: Exactly, which has not happencd, and that has been

11) approximately five years or mose.

127 Q: The funds to Judge Anderson, there was no

13) discussion of any repayment?

14 A: Absolutely not.

15)  Q: Arc there any similar gifts that you have extended
16) to anyone in the past five years?

11 MR. SLOAN: Including family members?

18 MR.TAYLOR: Putting asidc family members for

19) the time-being.

200  A: Yes.linvested - purchased some equipment and
21) leased back some equipment to a firm called Wood Toys, Inc.,
22 in Puyallup. It was a client of Sloan, Bobrick & Oldfield.
23 Onc of the partners asked me to look at this as a

1] 33 Q:"Would u.a eosthat Hes

{"’: %”“‘%va gt '*‘l"_-

@ FA:Yes. |

m Qol mgédlumdgwu{mcmc buycr? S
[5):‘_.&{;, 3  the dcdsxon-makcr ‘'of thef it "tha
(et yest . A ’-vi'
m 'Q¥Youhave no, aid:a
(8, gifts dtlﬁx“«th‘is{& ox{fﬁ‘
piol »Idcofa‘bﬁsiﬁcssf_ nsags Qm You tha"t
uol'corrcct?m St Sl ARG TN L e
wy AY That's correct:

(121  (Exhibit 3 marked

13 for identification.)

114} (Discussion off the record.)

(159  Q: Exhibit 3 is the final version of the Business .

(16} Acquisition and Lease Agreement.

1 A: Yes,itis.

(18]  Q: Other than your signature, in an individual .
(18] capacity, in addition to as president of Pacific Recreation, ..
120 Inc., are there any differences between these two documcnts?
1) A: My recollection was that the purpose of this iy
{22 agreement ~ it memorialized in a typewritten form what 1+
23] had put in a written form and paragraph 13 d is dxffcrcnt. :

24} consultant. I don’t have any ability to look at 4] Q: Any other differences?
25)_something as a consultant and charge fees. I never felt 251 A: Nothing that I recall.
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(13 Q: Jumping ahcad then -
12 (Exhibit 4 marked
= (3 for identification.)

14) (Short recess.)

{55 Q: Exhibit 4, do you recognize that?

) A: Yes,1do.

m  Q: What is Exhibit 4?

8  A: It is the original closing statement of the

19) purchase of the business and some fixtures from Pacific
110] Lanes, Inc., by Pacific Recreation Enterprises, Inc.
(11 Q: This is a closing statement for the purchase of
(+2) the opcration?
113)  A: The operation and the figures, as opposed to the
[14] real estate.
i159  (Exhibit 5 marked
(161 for identification.)

“.#17)  Q: What is Exhibit 5?

(18)  A: Exhibit 5 is a memorandum from Kevin Iverson,a
(1s) partner in Friend & Iverson, and I believe at the time it
{20] was called Friend & Associates, CPA, for Pacific Lanes.
2y Q: When was it prepared?
22 A: 1believe this was prepared in the spring of '93.
z3) Q: Can you tell that in the entries on Exhibit 5?
4 A: It would have had to have taken placc after the
1251 end of the calendar year of Pacific Lanes, Inc., which was

1) price or a decreasc?
2 A: It didn't have anything to do with the purchase
(3] pricc; it is the way the accountant chose to do it for the
(4] estate purposes. He was their accountant.
{51 My understanding of this was, A, I wanted the
(6) beginning of the season. It is a short season. You don’t
M want to buy a bowling alley at the end of the season because
8 the gross goes down to 20, 25 percent.The expenses remain
18] the same.That | was able to determine in reviewing the
(10} financial information that I was providcd So it was
(11) material to me.
27 SoAnderson and I agreed that we would close by-.
(13} Scptcmbcr 30 - cxcusc me, byAugust 30 for possession
(14) Septembér 1. When the approvals were not forthcoming within
(15) that period of time, and there was no real reason for that,
(6] as it turns out; they were all reasons of some bureaucrat
(17] went on vacation and didn't leave any continuity or-.
(1) maternity leave or something of that nature and the ball got
{19) dropped.
200  So I took over management on an agreement and
121) started throwing my own money in the account of Pacific
22) Lanes, Incorporated, with the understanding that whatever
(23) funds that that corporation took out of that operation
(24) and/or my donated capital would be adjusted when we
125) ultimately did close, and, ultimately, I believe we were so
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1] December 31st.
21 Q: For what purposc was this prepared?
3]  A: This was a fulfillment of a commitment, an
W arrangement between the estate, via Grant Anderson; and.
(s myself;to:close the' purchase of Pacific.Lanes - to close -
i6) this transaction by Scpte.mbcr 1st, 1992,
m  Q: Isthat-
1  A: The notation at the top says, "This was per
19) ‘discussions.” The discussions that took place took place
~= 110 in the fall of 1992, and the commitment to buy the business
{11) was very relative to closing it by September 1st because
(12 that is the beginning of the bowling season.That is why
(13] the earnest money agreements that you referred to, as
(14) previous exhibits, are different, number 1 and number 3, in
(15} that one paragraph.
(e Q: It says, "Per discussions with Grant Anderson and
{17 Bill Hamilton,” do you understand Mr. Iverson to be
f18] referring to pre-1993 conversations?
(199  A: Grant Anderson and Bill Hamilton, to the best of
1200 my knowledge, ncver met with Kevin Iverson together. It
121} might refer to discussions that he had with Grant Anderson,
22 on the one hand and me, on another hand, understanding the
[23) commitments that were made with the purchase.
4] Q: What were those commitments?
5 A: Well, that the opcration, from September 1st, '92,

Bang 42
(1) close to October-November that the determination of when to
@ close was left up, since the arrangement had already been
3 made, to just finishing out their books and making an
) afterclosing adjustment.
155 They could have written me a check for the
{6) so-called gross profit that was generated in that four-month
( period of time, and, for their purposes, they chose to deal
{8) with it as an adjustment to the purchase price rather than
®) run it through the income stream.
t1)  Q: If  understand this, before the transaction
(1) closed, you or an eatity controlled by you put moncy into
(12) Pacific Lanes?
1131 A: Yes,I was spending. moncy on the facility. .
(14 Q: Did.the money go: ‘into Pa la.nc;, ] d t.hcnwas
(15 expended;or-how did’ thi.;"\'ﬁ'“’k?m' T i :
e yA: T can'trecall'specificalty:1 don’t believe: that
(17 I put:adot of, cashmtqucmaccount,-xﬁany lzbchcvo
(18} what I did do was stact maki ng:tt p);ysi provcmcnts
ig) that:were nécessary to keep the place 'standing.
0] * Q: Then you receivéd a deduct on the purchase price?
21 A: Actually, tlus had not.hmg to do thh that capxta.l

(22 infusion, l'hgg;, tatristithingbei twe‘ £i,my and
2 Gmn vg‘as avdalﬁt@vis?’ fooT >

T

24 thcrcforc; umdo.what. Fiwillswith; myma‘ 'c?“” ¥
ps 11 want to theow it into a licxhty that someone

,“
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(1 on, be my operation.

2 Q: Is that reflected anywhere in writing?

1 A: The draft of the agreement so states.

#]  Q: That clause of the draft was -

(5)  A: Paragraph ~ Exhibit 1,1 belicve it was.

) Q: Paragraph 13 d?

M  A: Where it says it is closing no later than

(8) September 1.

@  Q: That term of the transaction was subsequently
(10) changed, was it not?
(1) A: Well, it wasn't changed; it was redrafted for the
12) benefit of the rcgulztory agcncxcs since we obviously had
(13) not closed formally since I can’t close until you reccive

{14] your gambling and liquor approvals and the tardiness with
(15} which these applications were being dealt with is through
116) Mr. Schafer's office and the accounting office that I was
= 117 Using to prepare them caused the ncccss;tyﬁ?f rcdmﬁinth g
(18) this agreem Ly urposa- 3, ki mo cave. the
) 119l closmg d:\tc,qngxgﬁp 24 ':'U' Werd bcio'ﬁdthccloslng

(20} "date anid that ciusad themisome conet
@1 Q: If you could walk me through F.Xhlblt S.
22 A: I don't know that I could take you line by linc

(23) through Exhibit 5.1 might be able to.

24}  Q: Let me ask it this way.Tentative purchzsc price
2s)_adjustment $131,137. Was that an increase in the purchasc

Page 43
1 clsc still owed - owned, excuse me, reasonable minds can
12) differ as to the wisdom of that,.You would thmkcvcntually
Bl T would learn:As itturned e NG it was
¥}, no harm:and 6 foRITHIS, ‘the opcratidri"of

o H thcbds jess aEE e b‘---»tg ALY dam"‘* -
en you say “this,” you are referring to the

SR
1 Exhibit 5 adjustment?

B A: Yes;strictly had to do with revenues flowing into

9 the business from the operation of the bowling facility and
(10 the expenses both to do with the operation of the facility
1) and to do with commitments made by the estate. We ran
12} estate obligations that had little or nothing to do with the
[13) bowling lane through that cash flow.

(14  Q: Let me back up.We have got the adjustments

115) described in Exhibit 5. Separate and apart from those, you
(16) were making capital expenditures on the facility?

(171 A: On the facility, that’s correct.

118}  Q: Those were before it closed?

(191 A: By my best recollection, yes.

20) Q: How much?

211 A: Six figures, but I can’t tell you exactly how

223 much.

23 Q: And this was whilc it was still owned by Hoffman,
r4) Inc.?

©5L___A: Hoffman-Stcvenson, Inc.

STARKOVICH REPORTING SERVICES

Min-U-Script®

(9). Page 38 - Page 43



TLLIAM HAMILTON IN RE THE MATTER OF:
inuary 21, 1997 THE COMMISS. 4 ON JUDICIAL CONDUCT’
Page 44 Page 47

}  Q: And where is that document?

3 A: I don't know that it is documented.

y  Q: How was it arranged or agreed upon between you and
i} Judge - then Grant - Anderson?

3  A: That by virtue of the contract and our

i1 understanding it would close September 1st. When it

n couldn’t officially close, I managed it. When I managed it,

3 1 was responsible, I guess, for the results of my

3 management. It didn’t - it never entered my mind then or

3 now that it wouldn’t close officially. There was nothing

1} significant in my mind about the official closing date.

2 That was strictly to do with little people with little o

3) problems at'somme rcgulatory agcncy ithad. nothmg do with
4 the operation of this business and the: fact,t.hat I could not’

3] dosc ‘I-could not sign the closing papcrs;nor could he,

6 this was cleri¢al ~ these were clerical problems.
71 Q: Putting aside the little people with the little
8 problems, what kind of capital expenditures were made prior
9] to close?

0]  A: As1say, my best recollection was it was six

4} figures, and I could be wrong.

20  Q: For what?

1) A: Oh, gosh, painting, repair of broken heating and

4] cooling facilitics. I belicve we were under construction

%) for a cocktail lounge. I was doing the regulatory work for

%
S

(1) that were gencrated, in the four-month period that I was
{2 involved.

M  MRA. SLOAN: Are you asking him did he

{4} ultimately pay less or more than the initial price -

55 MR.TAYLOR: Correct.
61  MR. SLOAN: - because of this activity?
M  A: He already asked that question.

MR. SLOAN: Your answer is -

90 THE WITNESS: No.

(10 A: I didn’t pay any less.That is the way they

{11] elected to handle it accountingwise.

{127 Q: Let me ask it this way: You agreed to pay 300,000
113) for the opcration?

(14  A: That's correct.

#1551  Q: This calculation of $131,137, does that mean that
(161 you were credited that amount in paying the 300,000?
1n  A: I can’tanswer that specifically.

t1e]  Q: Let me ask it a different way: How much did you
{19) pay ultimately for Pacific Lanes?

20  A: 300,000.

211 Q: How much cash did you give to pay Pacific Lanes?
221 A: I paid $50,000 down.1 paid a monthly payment for
23) a number of months, and then, ultimately, paid a final

[24) payment at the time I financed the operation in total in 199
1S - in the fall or winter of 1993, and I don’t remember that

e}
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1) that; a.rdutcctural work; lane refinishing.
@ Q: How did you know that this work had to be done?
@  A: Because I finally looked at it and finally talked
@ to the people that worked there that could influence me to
15} recognize that, talked to trademen that had been, so-called,
(6) taking care of the lanes for 20 ycars.
@  Q: Maybe I misunderstood. Earlier, I thought you
@ said you hadn’t done any due diligence.
© A: 1didn't until after I agreed to buy it. I knew
10) there were some cosmetic things that I was going to do. Did
11) [ have an estimate of what I was going to spend in there?
12} No.I figured it would be a few hundred thousand.
13)  Q: And your agreement with Grant Anderson, you are -
14} making these capital expenditures and these were being made:
15) by, what, Pacific Recreation?
16} A: They were actually being made by me. 1 am not
17) even sure Pacific Recreation had an account that I was
18) funneling the money through.
19) . Q: By you individually?
2}  A: By me individually. Ultimately, they were
@1 accounted for as loans to Pacific Rec, so structured.
22 Q: Loans by you to Pacific- -
23)  A: That’s correct.
R4 Q: What was your understanding with Mr. Andcrson as
5) far as repayment of those expenditures in the event you
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{1 specific amount.
2 Q: Bear with me. I am still confuscd by Exhibit 5.
©®  A: These were my monies that are reflected here. In
4] other words, under my management, what this says is - you
51 sce line 3 down there it says, "Net income, August financial
@ statement.” That was Pacific Lanes’ financial statement.
 They had a loss for the first eight months of that year of
) $95,000, okay.As of the end of December, four months
) later, the net loss had gone down $50,000, but it was still
(10} 2 net loss which is just a point of fact, which meant
#1) that -

112 Q: You made 45,0002 - . ‘d 54

©13  A: -outof mycﬂ'o , th a_,ht_;usm matle $45,000

4 O Whel did Yol Eﬁ) yes the’ ;%raﬂons?

{15] ;.- A,—T etk EFI-H!Q vq,nnna cmmt:l;wanmto
(18- miake that very' eI, not the ownerships - ™

(11 Q: Louise Pagni began to report to you as of

(18} September 1?

(180 A: Thatis correct.

roy  Q: What I still don’t undcrstz.nd and I apologize
21 for not understanding - you came up with a tentative
{221 purchase price adjustment of $131,000?

3] A: Idon’t belicve that was the dollar amount of the
24 adjustment, but I can’t say that specifically.

25)___Q: The adjustment, without getting into the exact
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(1 didn’t exercise the option to purchasc?
@ A: There was no understanding. Those would have been
@) my - it had nothing to do with the option to purchase.
() These were leaschold improyements, that were being made by

5, Pacific Rec through me’ . Mrw'l‘a loribe, .‘}%
13» - T gﬁtgf ST

méindizidual; corporations

"%x'fs ? ﬁ’tglnxog‘hya;pmcﬁcﬂ
cmf"'s’c‘nsc,l LgUessiy - L )
Q¢ Thése capital expenditures then ultimately were

[w] treated 6n Pacific Rec's books as a loan from you to the

{11) corporation?

{12  A: That's correct.

1133  Q: Beyond the capital expenditures, would there be

(14 anything clse in the books on Pacific Recreation that would

115) reflect a loan from you to Pacific Recreation?

18] A: 1loancd Pacific Recreation a lot of money.

171 Q: Is there any way to isolate out of the books these

(18] amounts?

119} A: Idon’t believe so.

[0}  Q: Let’s go back to Exhibit 5.Is the net effect or

121] was the net effect of Exhibit 5 that there was a price

22} adjustment in the purchase of the business operation?

23}  A: That was the clection of the accountant for

IB] "t
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(1] dollar amount, what was the adjustment, how was it
2 cffectuated and what was the net result?
B  A: My recollection is that the estate’s accountant
{4} took their purchase price from 300,000 down to 200 and -
5 change. I want to say it was under 210.
Q: You mean the amount they were to receive?

{6}

@  A: Yes.

8 Q:So-

© A: Then I made a 50 - lhadalrcadymadcn$50000

(10} down payment.These adjustment were made, gosh, six months
(11] after the event, and it had to do with their accounting -

(12) requirements taxwise, vis-a-vis taxes, which I don’t

[13] understand what thcu' position was. So the net effect was

(14) that the business was sold, not reflected at 300,000 on their
(15) books, but at 2- and dmngc, less the $50,000 down payment
(16) which resulted in a 150-some-thousand-dollar balance.And
(17 then the $3500 a month was applied to that and it was that
{18] notc that I ultimately paid off when I -1 won't even use :

(19 the word "exercise” my option becausc I never cxcrcxscd my
[0} option when I purchased the real estate from ™"
1) Hoffman-Stevenson, Inc., the following year.

122 Q: Istill don't undcrstand 'Was there a reduction

23} in the purchase price from the 300,000 to some lesser

{24) amount based on a post-closing adjustment?

124 Pacific Lanes, Inc., that that was the way to handle this
R5)_for the monies Lhat were gencrated, the operating profits

25 A: ] believe for accounting purposes, it was
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1y reflected that way.
2 Q: ldon't want to ask "for accounting purposcs,”
(3} the amount of moncy that you paid out.
@]  A: No.No.Through my efforts, they received this
15 $131,000.They just received it as an advance payment.
(6} This was under my tutorage of the corporation.They
m received the $50,000 from me; they received $131,000 through
8 their own checking account because the monies that were
(s generated during my management were left there. [
(10 didn’t pull the money out and turn around and write them a
{11) check.
(127  Q: So in making the purchase of the opcration, you
(13 were credited with $131,000 that was generated during the
(14) time that you managed it?
(15 A: That is probably an accurate statement. I don’t
(15] know that that is the right dollar amount, but I was
-(17) credited some dollar amount.
(18)  Q: Whether the dollar amount is accurate, you got
{19} credit for that dollar value in the purchase price?
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{1 operation was owned by -

122 A: Pacific Lancs, Inc.
B Q: Pacific Lanes, Inc.
i) Pacific Lanes, Inc., was paying rent to
15) Hoffman-Stevenson, Inc.?
6] A: Solunderstand.
M Q: From Scptcmber 1st on, Pacific Lanes continued to
(8] pay rent to Hoffman-Stevenson?
9  A: That's correct.
(19  Q: And then you, as purchaser, got credit for that,
{11} ultimately? T
{12 A: Starting September 1st, it was accounted as if it
(13) were my operation, and I owed Pacific Rec - Pacific Rec
141 owed Hoffman-Stevenson, Inc., $6,000 a month pursuant to this
(15] same acquisition agreement, beginning September 1st.
1161  MR. SLOAN: Paragraph 2.
1171 Q: The lease didn't go into effect - the lease
(18] didn't go into effect until December of '92?
119} A: Actually, it went into effect January 1st.That

20}  A: That’s correct. 120}’ is the official closing. We signed the papers in December

1) Q: We got September through December, profit of f21) for an official closing of January 1st. But, in effect,

2y $45,000. 22 from accounting purposes — and I know you don’t really like
1227  A: Uh-huh. 1239 to hear that but that is really what happened -

R4 Q: And you were given credit for that because it was 124} cffectively, we took over December 1st. It was as if

[25) under your management? ©5} Pacific Rec owed the $24,000, and, in fact, the corporation,
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A: That's correct.
Q: Who assisted you in managing it during that
period?
A: The people that were hired, that were on the
payroll still.
:Q:.Judge Andcrson was inyolyed in the managcmcnt of.
th%'facnhty at that p pomt " still,'was he not? o
A: No, he wasn’t.
Q: Members of Judge Anderson’s firm were involved in
;. management of the facility, were they not?
* 1]  A: People related to Judge Anderson, no doubt, were
121 communicating with the people that worked there because they
{13] were also reporting to them. But, in the day-to-day
{14] operation on how to spend the money and what to buy and
{15) where to spend it, at least I assumed they were reporting to
{16} me.l kncw that they were. stnll-*ofﬁmlly it was still

(17 cawnc&by ‘thit corporation, by:Pacific. L'ancs,"l.nc «and that

(18 was’ sutha.r;ndlcdbx.,thc gstate.So, thcrcforc,kth Ghralet
{9 ﬁnnncmt’x"c'ports and things t that were being gcncratcd by

20) | the' acCountantand Lhc m-housc pcoplc wers; bcmg
21) !transmxttcd tothem. N
121 "~ Since they were making no capital cxpcnd:turcs

{23 per se, from that point on, of their monics, I don’t know

24] how much decision-making process there was.I mean, I met
25 with people to do with the law firm infrequently, but

St

Page 54
{11 the selling corporation, had had all of the money in their
{2 account, and this is the accountant adjusting those dollars
P) since none of the dollars generated were given to me. 1
®) didn’t take them. It was a prepayment, as it were, on the
51 $300,000 purchase price, not accounted for in the contract
6 in any way.
M  Q: Pacific Recreation did not pay $24,000 in rent
® from September through December?
®  A: Absolutely not, that's correct.
168 Q: And given the transaction did not close until -
i1 A: Officially, that’s correct, until January 1st, but
{12 all of the money generated from September 1st to December
{13) 31st stayed in the Pacific Lanes Incorporated, account
(14] and/or was transferred to Hoffman-Stevenson, as they had
115) done in the past, and I don’t know on what schedule that
{16) was.The accountant then adjusted those revenues as he
1171 completed the accounting for Pacific Lanes, Inc., in their
(18) last ycar. He took all of the revenues from September 1st
119 through 1231, broke them down as to where they went. There
0] were many things that were coming out of that account that
121} had nothing to do if I had been owning it.

"l Onec thing that comes specifically to mind, there

3 was an almost $10,000 finc to the Gambling Commission as a
4] result of an audit that took place when Chuck Hoffman was
25 alive even, and the employees, management, just wrotec a
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11} nonetheless, I had met with them. As long as I was spending
2 my own moncy, I don’t think anybody particularly cared. 1
{3 can't speak for them, but it was my money. So I could do
) what I wanted to do.
[ Q: So you got a credit back for income generated
(6) during this preclose period.You did not get a credit for
(1 capital expenditures? .
B  A: No,because they were - I never would have. It
{9 was the operation of the business that was critical to close
(10) by September 1, in my mind.
(111  Q: The next ~ we have got an add-back of fair market
112) rent, 24,000.What does that mean?
133  A: ldon’t know how these adjustments were
(14} determined.
15} Q: Putting aside the exact dollar amount ~
(161 A: $24,000 is four months at $6,000 a month.
1wn Obvxousty out of the operation of this facility, under my
(18} tutorage, there was $6,000 2 month paid to or left behind in
{19) that account for the benefit of the estate.
2o}  Q: Pacific Lanes had a lease with Hoffman-Stevenson?
r1)  A: Pacific Lanes, Inc., I don’t know that they had a
1221 leasc or not. Pacific Rec. So we accounted for this as if
23] it had closed September 1st.
241  Q: Just one second.
[251_Prior to your acquisition of the operation, the
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11 check out of that account as if it was their money. 1
@ didn't even know that until the accountant disclosed that.
® That is the kind of adjustment that took place.
#“]  Q: You got credit for the money that was made from
15 October through December, right?
(8 A: From September 1st through December, four months.
m  Q: Under your arrangement with Grant Anderson, what
(8 was the situation if there had been a loss; would that have
9 increased the purchase price?

(19 A: I presume it would have, yes.
(1 Q; Was'that cver discussed?.
1wz AIN ), beécause; at.this time of the:year, there had

[13) ncva béen: zloss at.this time of the year.

peg QS g‘dl.me ;f I.am wrong Thestrucmrc ‘of the:

1s) transactxon:asl understand it; all of the risk was on

116) Pacific Lanes?

A No.All of the risk,was.on me bcmusc of the:. ..
18 ag,rccmcnt' that had made. that | would.generate= Lwou.ld
(e get the profit and I would, no doubt, have to fund the. loss
20 " QfThatiis’an agreément that appws nowhcrc in..

RY WHHNGYL A At ne e eamte = o o

2~ A No'ivhcrc That is what the Scptcmbcr lst closmg
mr«mant. A

24  Q: There is an entry for excess legal and accounting

1251 for 14,600. Putting aside the 14,600, what is that entry
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1) for? (1) into thosc entries and determine what needs to be adjusted.
7 A: That entry, as I recall, was of the accountant's 2 He knew the deal. It was [ pay $300,000 and I put 50,000

3 cxtrapolation of the accounting and legal fees that | 13) down and | make a $3500 payment on the note and ! make a
q generated, as opposcd to the accounting and legal fees that 4 $6,000 payment on the leasc to these two corporations.The
51 were paid through the account. In other words, if I had {s) amount of cash that flowed in and out of this account, I

5 owned that operation, which was the intent as of September 1) didn’t exercise any control over because, ultimately, it would
71 1st, I wouldn't have paid Fisher’s firm, as an example, but M have been accounted for after the fact and, in fact, was done.
g the moncey was paid out of it there. 8 Q: When did you and Grant Anderson negotiate the

5  Q: So you got credit for legal fees that you expended @) ground rules for the allocations that are reflected in

o in connection with the transaction? i10) Exhibit 5?

11 A: Out of the operation of the business, everything (1) A: When we discussed the purchase and acquisition

71 that was legitimately my expense and my income wasaccounted (123 agreement that is reflected in those two exhibits. That is

3] for.These dollars represent those expenses and incomes (13) where the September 1st - it was in the one that we signed
4) that were not something that would have been generated had 1 (14] in August.That is why September 1st was important. We

5 closed September 1st which was the intent. But, yet, the (15) didn’t negotiate that in August. This transaction was

6] monies were expended out of those funds. In other words, if 116] struck probably months before. It was just at the filing of

71 youjust look at an overview, it made $45,000, and, when you (17] these applications, the formation of the corporation, the

6] add back in the expenses that were not relative to my (18] pecking order in which things had to take place didn’t

15) ownership but the funds nonetheless disappecared, then it 119; happen as quickly as I, at least, might have anticipated

» would have made 131,000. 120} because I don't understand those routine matters.

1] Q: Why wasn't depreciation relative to your @i} Q: Let me proceed through this then.

2 ownership? (22) it says, "Add payments made by Pacific Recreation

) A: Again,[ can't answer - maybe that was excess 123) Enterprises on behalf of Pacific Lanes.” Did Pacific

u4] depreciation as a resuit of their accounting, rather than my 124] Recreation put money into Pacific Lanes which was thereafter
5] accounting. 25) paid out, or did Pacific Recreation make payments directly
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Q: The excess legal and accounting is legal and
zccounung fees that took place from September 1 to December
p] 31;is that right?
1] A: That's correct.
/@  Q: And that someonce decided you shouldn’t have to
© pay’
yl A: The accountant made that determination knowing
@ that I - if I owned it, I would not be paying any fees
@ relative to the estate matters, relative to representation
10y by Tuell, Anderson, Fisher, et cetera.
11} Q: These legal fees, what were they for?
120 A: ] have no idea.They weren't mine; yet there were
13 checks being written out of that money on 2 basis for
{141 services rendered that [ am sure that they would or can
ps1 account for, "they,” the recipients, the managers of the
{16 estate. Maybe it was their mamgcmcnt fee. 1 don't know
nn t the arrangements are or the amount of fees or how the
18 funds were accounted for as it relates to the representation
(191 of the estate and the various corporations.
pn  Q: As the de facto owner, did you make any cffort to
@1} determine what legal fees were being incurred by the entity?
r21  A: No, not at the time, because I didn’t know these
23 expenses were going on. I didn’t go in and check the
r4 checkbook every day.
9 Q: What were you doing as the de facto owner?

M
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1) on behalf of Pacific Lanes?
21 A: ldon't believe cither of those. I believe, out
13 of the revenues that were generated by the operation of the
1 bowling facility, these funds were expended on behalf of
151 Pacific Lanes, Inc., out of the revenues that belonged to
61 Pacific Recreation, Inc. That is what I believe this
[ represents.
@©  Q: Pacific Recreation made X-amount of dollars. Qut
© of that - I'm sorry, Pacific Lanes made X-amount of
(10] dollars. Out of that it paid fourth quarter business and
{11] payroll taxes of $23,000?
123 A: That is what it says.
(3]  Q: Whatever the number is, plus or minus.
(14 And you got credit for that in your purchase
(15) price?
11e  A: I don’t know which fourth quarter they are
(10 talking about, either.
1e) Q: Well, we can presume it would have been the fourt.h
{19) quarter of '92?
Ro)  A: If it was fourth quarter of ‘92, then those
{21] revenues would have justifiably had to be ~ I would have
221 had to pay those taxes if they were revenues generated
(23] during my stewardship. Quite frankly, I think this is maybe
(24] the first or the second time I have ever even seen this
251 exhibit.That's a - that is a question that ] guess [
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) A: I was spending moncy, is what I was doing, which o
@ is what I always do. I was looking - the operation of the
™ business had been doing things one way since the inception
w1 of the business in 1959. Mrs. Pagni had been there that
@ Iength of time. Her daughter had come and gonc and come
® again. One of the relative things that was important to
1 Mr.Anderson was that these people, who had kept this
™ afloat, after the untimely demise of Mr. Hoffman, be
9 rewarded at least with employment. So 1 had committed to
iy leave them there and to monitor this activity through the
(111 accountant. This thing hadn’t even had an accountant.
1a  So I was working with the accountant who was
113y getting the checkbook, taking a look at the expenditures and
(14 classifying them all along as to where they ultimately would
1151 be - where they ultimately belonged. And we are talking
(18 about a very short period of time.And it was after the end
(171 of the year when all of the expenscs for the entirc year
(1: were put in there that he went back and extrapolated.This
[19 was an agreement that he was aware of, and he made those
@ adjustments. [ never have then and I haven’t since ever sat .
@1 down and asked him to explain this. 1 accep tcd b‘é&u«sf
R that s his job} he represesited the $elléf, And’ul S tirnafety>
=3 represented me as the buyer.
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111 would ask is, if - were those legitimately my expenses. If
{2 it was for fourth quarter of '92,1 would think that those
13} taxes would have been owed by me and therefore not an
@) adjustment. Again, I would only say that maybe the question
(5} - these questions should be asked of the man that prepared
16} the document.
M  Q: It says up at the top he prepared it pursuant to .
{9 discussions with you and Judge Anderson.
i1 A: The discussions that were referred to, as 1
(10) mentioned in the very beginning, was the explanation of the
(11] closing of the transaction effective September 1st, 1992.
112) That was ~
(131 Q: How did the accountant know how to allocate a
(14] payment to the beneficiary of the estate?
(5] A: Because the money came out of here and it had
(161 nothing to do with my ownership.
{177 Q: The money came -
(18) Az Out of the revenues generated during my owncrshxp
(19)  Q: Let me back up.The accountant who did this was
ro} Kevin lverson?
211  A: That's correct.
22 Q: Was he given any written guidelines as to how to-
23) do this?

29  Q: The accountant? 24  A: I believe he was given a copy of the document.
29 _ A: The accountant. [ am not qualified to delve back 25) __ Q: Which document?
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(11 A: The purchase and sale agrcement. He understood (11 A: No,1did not.
(2 that, for accounting purposes, effective September 1st, the 2 MR.SLOAN: Arc you going to finish in a
13) transaction closed.All revenues and all expenses, relative 3] now-half-an-hour?
(4] to the operation of that business, would be left with that 14  MR.TAYLOR: Off the record.
‘5] account, and all revenues, if there were any, and all 5}  (Discussion off the record.)
{61 expenses that had nothing to do with the day-to-day 6) Q: Let me go back to Exhibit 5, Mr. Hamilton.The
{7} operation of that, would be eliminated. 1 adding back of the September through December profit,
{a] Q: Would you agree that, as a matter of economic [8) putting aside the particular numbers and whether it was
(9] substance, from September 1st going forward - o] higher or lower than 45,000, was the principle that they
po]  MR. SLOAN: Going forward? [10] were going to treat you as having owned it as of September
{11 MR.TAYLOR: Going forward - and thereafter. (1] 1st; therefore, you should get the rights to the profits
(127 MR. SLOAN: Okay. {12) that accrued in September through December?

(13)  Q: - any legal services performed by Grant
(14} Anderson'’s law firm for the bowling alley operation were for
(15) your benefit because you were the owner in substance, as you
(16) have described?
-im A: [ can't respond to what they did for the bowling
(18) alley corporation or the Hoffman-Stevenson, Inc.,
{19) corporation, or the estate or the beach, as they refer to
20) Long Beach, and those affairs that were owned by
(21) Hoffman-Stevenson, Inc. I am not familiar with what they
22) did during that period of time and how they would have
(23] billed that.This would indicate to me, though, $14,600,
(24) paid from the revenues of the estate assets to that firm. 1
125) know that I didn’t owe them any money.Therefore, if there

(13 A: That is the question?

(14 Q: Yes.

(15  A: Was that the principle of the agreement? Yes, the

[t6) profits or the losses.

17 Q: That I understand. Depreciation of $25,000, why

(18] did you get the benefit of that?

191  A: That-

o]  Q: The thought being if it had closed September 1,

1) you would have taken that depreciation on your books?
2  A: Without knowing the basis of that depreciation,

t3] which that was a basis on my cost basis or a depreciation on -
(24) their cost basis, that number was what was charged to the
[25)_operating statement as an expensc. ] am going to presume
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were any checks payable to them, it had nothing do with my
ownership.And that is why the adjustment was made.Yet
the cash was there, so, therefore, that is where they
brought the money from.

I suppose maybe, a better way to have presented
tlns probably,would havc been 2 formal rental agreement or
management agreement.

MR. SLOAN: I think you are straying at this
‘point. Let’s go off the record for a second.

(Discussion off the record.)
1y MR. SLOAN: Here is what | am asking, Paul,
(12 why would they pay two months’ insurance, for examplet? It
(13) doesn't make sense to me. .
(14f  MR.TAYLOR: That is what I am trying to find .
[15) out.
(161 A: I can answer that. If you want to go on the
(171 record, I can answer that,
(18] Q: We are on the record. Please, why the two months’
[t9} insurance?
@0}  A: The insurance premium for the ownership period of
[24) January through August, the premium carned by the insurance
22) company, was an expense of the estate ownership of that
{23} corporation, okay.I can’t tell you the dates of the
f24) insurance policies, whether they run from calendar year or
251 some other dates. I can tell you that the amount of
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(1] it was on their asset base; therefore, it wouldn't have been
2 my expense. S0, since depreciation is a deduction, it
@] needed to be added back on because it had nothing to do with
141 my operation. It had to do with their ownership.
55 Q: This "Excess legal and accounting,” this was money
{6) that was paid out of Pacific Recreation?
M A: Moncy that was paid out of this account which was
8] still Pacific Lanes. All of this -~
®  Q: Pacific Lanes, I am sorry.
(10]  A: Right.That was not relative to the
[11] operation of the business from September 1st to Dcccmbcr
112] 31st,as it related to me.
p3;  Q: But you weren't buying the cash on hand of the
{14] operation, were you?
ps)  A: 1 did, yes. I think, if you look at the closing
{16] statement, you will see an adjustment where it says "buy
117) bank" of something for $5,000 or something. -
{18  Q: Take a look back at Exhibit 3, paragraph 11.You
(19) weren't buying the cash. Maybe I understood you to be
0 testifying that you were going to buy it, but,as 1 rad
[21) this, it says you did not buy it?
7 A:The point was, for $300,000, 1 didn’t buy thcu' cash
[239) or reccivables. What I bought was thc inventory, cqmpmcnt
4] and goodwill.
251 Asa completely separate matter, on the day of

Page 64
{1} insurance premium that was paid after September 1st probably
2] exceeded the four months in value of that insurance. If you
Pl look at a 12-month period, divide by 12 and multiply times
4) four, the amount of dollars that went out of the account
151 exceeded four months of insurance because they were paying
() in if arrears. That is my recollection or interpretation of
7 what that number meant.
@B  Q: Did you discuss this document with Judge Anderson

) before you came here today?
nog  A: No.
(11  Q: Have you cver discussed this document with Judge
112} Anderson?
(13  A: Not that I recall.
114} Q: Have you discussed it with Judge Anderson w:thm
(151 the past two months?
(16)  A: Not that | recall.
17 Q: Did you tatk to Judge Anderson following his
(18) deposition?
(191 A: I told him that I was coming up here.
200 Q: Following his deposition, did you talk with him?
24 A: I must have.
?2)  Q: Did you discuss the substance of his testimony
[23) with him?
[24) A: No, I did not.
25 Q: In any way, shape or form?

Page 67
1 closing, there is an amount of cash in the building, till
{2 cash, which is referred to as bank. Different people refer
P to it different ways. I wrote them a check for that amount
) of moncy, rather than them take their cash and you run
{5) across the street to the bank, the real bank, and cash a
16} check
m  Q: Till cash was, presumably, a couple thousand bucks
{8 maybe?
©  A: It was 5,000 bucks.There is an impressed amount.
(10) That is the way these businesses are.
(1]  Q: But going back to this excess legal and
[12] accounting, this reduced the amount of cash that was in the
113) business for Pacific Recreation?
114  A: Right.
(ts)  Q: Why did you get credit for that if you weren't
(16} buying that cash? -
1171 A: Because it was out of my opcrahon Lct me makc
(18} an overstatement that might make some sense here hopefully.
(ts) I thought about this.
120}  Out of all of the assets of the estate of Charles
121 Hoffman, the only source of cash, the only source of
221 revenues ~ I hate to use the word "revenues” because that
(23] would imply net - the only source of money, of any
24) substance, was the bowling alley. It is a cash business.

25 So, for all thc activities of Hoffman-Stevenson, Inc., or
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1) Pacific Lanes, Inc., or anything else that had to do with

2] that estate, all of the obligations had to be funded out of

3] this one source.

4]  So,if] had been able to close, I would have

5) taken the revenues on my books, paid the expenses that were
i61 indigent to mine, and I would have had a net amount left

@M over, and they would have gotten their payments of $9500 a
1) month and that is the end, and that is what did happcn

@ beginning January 1st, 1993. :

10} Prior to that time, though, since I couldn’t

1) officially close, it had to be operated under their licenses

12} and their corporate entity. 5o, all of these monics went

13] into an account under their control, not under my control.
14) We had an agreement whereby the funds or the losses were
15] mine. So, as they paid expenses that had nothing to do with
16) the bowling alley or the bowling alley operation, that is,

17} buying booze and buying shoes and buying balls and paying
18) wages and things of this nature, as they withdrew those

19) funds, totally under their control, there had to be an

20) adjustment for that.

2]  So,cither they owed me 131,000, if that is in
22 fact the ultimatc adjustment, or 1 took a prepayment credit.

Page 71
1) let’s call it?
(22 A: lcan't recall.
Bl Q: In fact, the reason the transaction did not close
] is because the requisite permits from the State Gambling
{55 Commission and the State Liquor Board had not been received:
(6} is that right?
71 A: That was the reason that I couldn’t close. I know
18) the liquor agency was aware of that.
®  Q: Aware of what?
(100  A: That I was there, as was the Gambling Commission
{11) formally aware that I was there. I don't know that [ ever
[12) sat down - as far as I know, Grant Anderson never spoke
(13) with these people.
114)  MR. SLOAN: | think we are getting a little
(15} remote from what he is after. So let's shorten them up.
1t6)  1do want to state onc thing, just one thing.
(171 The applications for Pacific Recreation Enterprises to the
(18) gambling and the liquor board were by me.The
{19 representations that were made were by me.The earnest
{20} money agreement, called Business Acquisition and Lease
[21} Agreement, that they received was the one dated September
223 19.

23) And I had agreed that I would take the prepayment credit. 23 Q: The one who reccived?
24) Now, if you follow that point from September 1st on, this 124)  A: The agencies.
25) operation then made money for another month or so and then 25)  Q: The representations that you say were made to
Page 69 Page 72

{1} it goes into the tank and it loses $50,000 a month. It is a

(2 race to the end of the year, as is indicated by that $95,000

p) number upfront. It was $95,000 in the hole as of the first

4] of September.

5t Even though they used a calendar year, I chosc a

(61 fiscal year that more accurately reflected the season,

M ] mthcr than some arbitrary number. e ..(wﬂ

(31‘ Qs Fot all mtcnsc and purposes, were you in.con

ar“f JIpc:ﬂltlon -of, thc bowhng allé‘f’i?bf 5&‘55?‘:’9

101419922

(s AT cch, the: dny-t'o-day dcc:sions of the bowlingi-a "= =2 »»

12 allcy, rcgardmg yust the bowling'alley, were madé by me.

n3  Q: That includes all aspects of the opcrauon of the

(14} bowling alley, restaurant?

151 A: Yes, day-to-day operation, not their corporation.

(6 Q: You had not yet received approval for transfer,

(i1 for example, of the liquor license from ~

(18] A: For the creation of the liquor license for my

{19) corporation. I wasn’t buying their corporation. I wasn’t

0] transferring. It was a brand-new license.

21 Q: Liquor license in place?

21 A: Same thing; 1 had to create my own liquor license.
23] Their licenses were in place. So I just managed that

@4 opcration under their licenses which was a permissible

{25) activity.

(1) liquor and gambling, what representations?
22 A: They are on the application. It is like this.
13 You receive this from the Gambling Commission via, no doubt,
4) Mr. Schafer.That is Exhibit 3. Paragraph 13 d was amended
(5] from the original agreement so that there would not be --
{51 this kind of thing caused them great concern because we
M passed the closing date; so we had to rcdnﬁ”xt.AlPdfa
18] really had to change was this.” -
©». Q: Caused who great concern?
1o~ A: The regulatory processors, for lack of a better
(111 word.The agents that are-involved, you know, that gmdc
{12 you ‘through these things, change this, do this, you know.
3]  MR. SLOAN: "This" means more than onc thing.
{14) You said I want to say onec more thing.
(153 THE WITNESS: I know.] know.
{161 Q: So we have a transaction that closes on or about
(171 December 4 of 1992; is that correct?
118)  A: I believe the transaction closed - "closing” is a
(191 relative term. To me, it closed January 1st.
o]  Q: How about the documents?
21  A: The documents were signed on the date that they
2z} were dated.

“l@m  Q: December 4th?

4] A: If that is the document. I don’t have any
25) documents dated that so - the purchaser’s closing
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(1 Q: That was my next question. You concluded it was a
{21 permissible activity?
3  A: That's correct.
#1 Q: How did you so conc.ludc? L
(51 ~AsBecause, there§ d I ,
6] When' yog-smcr into, arny o3 “” S:noﬁ W 7t t? caﬂ“tnkc
m Yover an operation.with: tholmowfcdgc oftht‘wmmﬁshbns O

- Q: So,as [ understand it, for purposcs of the liquor
(91 license, prsuxmbly thic gambling lxccnSc. there ' was io
{10) changein.ownership? -
(1 A: Exactly.
(1277 Q: For purposes of the price paid, there was a change
113) in ownership cffectively?
{12  A: No. For purposes of the opcr:mon of the
{15 fac-lﬁ)g&crc ms%&mchan «
I8 BR AL Staresimy _'.* 3&&:
7 purposcsﬁ uanz;’]"' ge dc:sonr “ﬁdas Al
18):beeny achzngcxﬁ'ownctship’tand‘fo i;rp scs;‘yg gix
. 191" not.act as though'thiefe had- be: cha'n'gbh‘r‘ wiership;is

20) thata snmplcwa A R s T = (T e R

21) A Tha*iga.cimnle descrintior-ves,

2 TOf.And anraccurate-ocscripuosit:

@3 $Ar By my understanding, yés: -

4]  Q: Was there disclosure to the Statc Gambling

1251 Commission of this arrangement, that is, de facto ownership,

Page 73
m stntcmcnt, CXCUSE, MCuy - ~or =&
2 Q Gomg'backgtoﬁxhxbnt«t—l

B Thag st
% Sadibisy
6] ared onvl

6 %Qi It xs'not;a’c‘curatéﬂ; it s

m A No,itis accirate; !

#  Q: Itis.Doesn’t it say that, "If any legitimate

(8] monectary error is discovered, such error shall be assessed
110 and immediately collected from or refunded to the
{11] party liable for or entitled thereto"? Am I reading that
{12) correctly?
(13]  A: To the extent that 1 ever read it, I would imagine
(14} that is what it says.
(151 @: The actual treatment -
(161 MR. SLOAN: I am going to object to the form
17 of the question as asked. You said the document isn’t
(18 accurate, and then you are trying to impeach him by setting
119] up a strawman and knocking him down. I think that is

120) improper, Counsel.

211  MR.TAYLOR: I am not trying to sct up
[22 anything or knock down anything.
23] Q: Iam just trying to understand, according to the

24} closing staternent, the a Just.mcnts if any, to the figures
[25)_therein were to be based on any lcgitimate monetary error;

Page 68 - Page 73 (14)

Min-U-Script®

STARKOVICH REPORTING SERVICES



IN RE THE MATTER OF: WILLIAM HAMILTON

THE COMMISSION ON JUDICIA™ CONDUCT January 21, 1997
R Page 74 Page 77
{4 is that correct? 1) bowling alley was closcd. I don't remember when 1 involved
t2  A: That is what it says. 2 this lJaw firm. It wasn't for some time, if | remember
.. @  Q: The actual adjustments, though, were based on @ correctly. 1 was informed, by the adjuster, that the company
=) 4] factors other than legitimate monetary errors? ' (4] was probably going to deny coverage.The estate was still
ts1  A: That’s correct. (s} the owner of the building. I was a tenant. I can’t speak
) Q: Why wasn't the closing statement drafted to (6) for the estate. I can only presume. I knew 1 had to fix
[ reflect the."as of* treatment of the transaction? M the building. 1 was already too far in to back out. It
8  A: Ididn’t draft it. (8) wasn’t my original intent to have any more than a hundred
g1 Q: You signed it? {9} grand into it which I felt that I could leave on the table
pop  A: Isignedit. {10) if it turned out to be a bad deal.
{11 Q: Was the "as of" treatment of the transaction, when (111  What [ was capable of underwriting was the
0121 I say "as of,” the de facto ownership beginning on September (12) financial considerations of the business from operating
(13) 1, 1992 - was that agreement reached before or after (13) statements, not the physical structure.
p4) December 4th? {14) So the estate, I guess, in an effort to separate
ps) “A: That agreement was reached well before December {15) itsclf from a liability of ownership of a structurally
(s 4th. ' - (16] unsound building, had a possible claim for me for
171 Q: Did you ask that that agreement be reflected in 1171 misrepresentation or lack of representation or lack of
18) the purchaser’s closing statement? (18) disclosure, even though the contract had all of the
119  A: No,]didn't. (18) necessary words in it, "as is," things of that nature, and
200 Q: Why not? {20} my desire to recover monies that they didn’t know that I had
@1) A: I am sure you can tell by now that that kind of f21) into it resulted in a negotiated purchase price of the
221 thing doesn’t affect - it is not really anything that I (22 building and a payoff of all outstanding balances.
23] would really focus on. I had an understanding.The 233 Q: Who was involved in thosec negotiations?
(24) understanding was met.I had no reason to get involved in R4  MR. SLOAN: Which?
125 the drafting or the way it was written.The effect of it 2s) __MR. TAYLOR: The negotiations which led to
Page 75 Page 78
(1] was understood. I can tell you, until this very moment, i1} the purchase price. .
2} when you pointed that out, I probably never read that @  A: Ispoke with Steve Fisher, the senior partner o
1) paragraph.] looked at the numbers. @ the firm, and the person representing - 1 guess he replaced
¥  MR. SLOAN: The reason why I objected, K] Grant Anderson in that capacity.
5] Counsel, you said, "Is that statement accurate?” Well, that {55 Q: What discussions did you have then with Grant
(6] statement was made, apparently, Decernber 4. What happened 6] Anderson in this regard?
M later doesn't determine its accuracy. m  A: 1don't belicve I had any discussions with Grant
(8 = Q: Beginning in early fall of 1993, this deal was (8} Anderson in that regard. He had been on the bench a year by
19} restructured; do you recall that? @] then or had separated himself from this. So there were no
s, 100 A: IT'wouldn't characterize it as being restructured. (10) negotiations with Grant Anderson. He had nothing to do with
‘(11 Q: How would you characterize it? {t1) it.
(123 A: I would characterize it that I purchased the real . (12 Q: He signed the final papers.
[13] estate completely separate from the option, and I paid off 113)  A: I understand that. I belicve that was strictly to
114 the balance owing on the contract. . . |14 do with the fact that he was still named as president of the
(151 Q: How did that come about? {151 corporation.They had never dealt with that one issue. 1
(161 A: Late spring 1993, came to the conclusion that I {16} don’t know what other issues there might have been in the
1171 had too much short money for my appetite invested. (17) corporation, but, as it relates to me, it was strictly a
18] Q: One more time. 118) deed.
(1s)  A: I determined, in my estimation, that I had more 19  Q: So,did you have any discussions, whatsoever, with
1200 short moncy - meaning, I had put more money without terming  |120) Judge Anderson concerning the bowling alley following
{21] it out in any loan ~ than I wanted to have.And I can’t ‘|r21) January 1, 1993? :
(22 tell you what that was. I can only tell you that it was 222  A: I am certain that | asked him questions.
{23 obviously the hundred thousand dollars that I had, in my 23]  Q: What kind of things?
(24} own mind, figured that I would put into this thing and 24  A: As I mentioned before, operational questions,
251 several hundred thousand dollars is beyond this that had o {251 people, what is this person capable - this is the way it
i Page 76 Page 79
(1) gone into physical improvements, not only in the building . 11} looks to me, you know - people — when did you do this; who
{2} but in the operation. I dealt with salaries; I dealt with 2 did that; who is the contractor; things that were not
@ benefits; I dealt with vacations; several hundred thousand {3 readity available that he would have in his personal
) dollars’ worth of upfront expenses without realizing any 4} knowledge as the previous overseer, I guess.
{5) revenues, - 118  Q: He was the president of the company which was your
81  The season wouldn’t begin until the fall of 1993. 16) lIandiord at that time; is that correct?
@ So, I started looking for term financing to take my Mm  A: Ididn't know that that still existed, no. [ knew
8) otherwise short-term investments and put them out over a (6) that he signed the original documents.
@l period of time. ’ ©  Q: This was in the fall of 1993 that you learned
(100 Subsequent to that initial thought process, | (10] this was a life-threatening situation?
{11) guecss, there was a major structural defect that was 11  A: Summer, late summer.
(12) discovered during our remodeling process. It was not (127 Q: When were the repairs made?
(13 disclosed. I was not aware of it. But it was material. ] 113 A: They are still being made as we speak.
114) didn’t know how material. 14  Q: When was it restored to a non-life-threatening
151 The effect of that discovery resulted in a meeting (15 situation?
16) with city engineers; a structural engincer hired by me i)  A: Immediately after that point. We started working -
t7) through an architect who was in attendance who was designing  {[¥7) on it within the week. :
== {18 my cocktail lounge; the insurance agent for Pacific Rec was i1e]  MR. SLOAN: This is the subject, in part, of 2
(191 in attendance; the insurance agent had turned in a claim to [19] lawsuit.
(20) the underwriter who had an adjuster in attendance, and 1 200 MRA.TAYLOR: I understand.
21) believe Mr. Hoefel representing the term of Fisher, Koppe & 121)  MR. SLOAN: Which is settled and over with.
1222 Hoefel at that time, was in attendance. 2 A: In 1996.
23] It was determined at that time that this )  (Exhibit 6 marked
{24) structural defect presented a life-threatening situation. (24) for identification.)
25)_That is a quote from the engineer, defective that the [2s] __ Q: 1 want to be sure that 1 understand this.
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}  (Short recess.)
9 Q: Does this letter describe the terms of the deal by
y which you ultimately bought out or bought the ground and
) buildings?
i A: Just a moment.This is going to sound strange,
5 but I don't believe I understand all of the numbers in here.
n There arc three specific numbers.
)  Q: Let's walk through it.
# First Interstate was making a loan to Pacific
3 Recreation Enterprises, right?
1 A: Yes.
3 Q: A loan of approximately 900,000?
3 A: Exactly 900,000.
¢4 Q: Out of that Joan, Pacific Lanes was to receive -
51 well, out of that loan, the bank was going to pay a note
6} owed by Pacific to First Interstate of 108,000?
71 A That is what it indicates.
g Q: Do you have some reason to believe that is
g incorrect?
09 A: No, I have no reason to doubt that. It was
11 150,000 when the deal was closed. I do remember that. But
2) that is already. Say that was the balance owing on that

Page 83
113 Q: Earlier.
{2  A: They had received a number of payments of $6,000.
1  Q: The monthly payment?

4] A: Exactly.

15 They had received 400,000 in cash and they got

16} their $108,000 loan paid off. If you negate the 6,000, they

71 received 400; they received 108; and they received 50.That
{8) was the satisfaction, in monctary means, for the purchase of
19 the real estate, the land and the building.

{100  Q: In connection with that transaction, did you or

111} Pacific Recreation pay any money to cither Steve Fisher or
(12) the law firm of Fisher, Koppe & Hoefel?

113 A: Yes, I did.

4 Q: What?

(1s]  A: Ican'ttell you the dollar amount.
(16) Q: Was it approximately 15,0007

1177 A: It was in that arca.

ne  Q: Why?

119} A: That was the cost of, as he reflected it,

[20) preparing the documents; spending the time in the

{21) negotiations.This took a matter of some time and I can't
122 tell you - it covered over a period of months.

=z} loan.That is what it says here. 3}  Q: Had you agreed to pay the seller’s fees, legal
4 Q: Who paid the 42, or do you think this is justa [24) fees?
5} typo? i2s)  A: Idon’t know whether I agreed to pay the seller’s
. Page 81 Page 84
(11 A: No,I think the difference was paid by my payments 1) fees at all. .

i in the intervening months.

B Q: When you say the deal closed, i.e.,back in -
1) A: 192,
55 Q: Then you are directed to pay the principal balance

16} of 109 in satisfaction of a note from Pacific Recreation to
m Pacific Lanes. That was the original note for 250,0007

8]  A: That's correct, that was the balance owing at that

{9 time.

10  Q: That balance owing reflected, in part, the

11] adjustments we have spent so much time on?

177 A: I would think so. 300,000, less 50, less the

13 adjustments, less the payments.

14)  Q: Then the final disbursement was the 400,000

15) payment to Hoffman-Stevenson.That was to buy the land?
16} A: I believe it was all added together, yeah. This

17) was the way they wanted it disbursed. Keep in mind the
18] option was, in my mind at least, for my explanation, was
19) negated.There was no option.This was an absolute

20) independent purchase arrangement.

1] Q: The option provided for a purchase price of

21 600,000 in October 1994.This is October 1993, and it is a
231 400,000 purchase price effectively?

24  A: Again, that was the amount of moncy that

ps] Mr. Fisher wanted allocated to that purchase.

@ Q: Why did you pay them?

@  A: [don’'t know that I did. He was negotiating, he

4) told me, a net payoff, a net dollar amount, and, any costs

{s] that were incurred along that line, I would have to pay. By
16} implication I don’t know that that mearis he didn't bill the
[ other side, too. He presented me with a bill when the

[8] transaction was over with.

Bl Q: Abill for his services?
11  A: Exactly.
(111  Q: Rendered to whom?
113  A: Rendered to the transaction.
1t3  Q: And you paid that?

it4)  A: I paid that. To the firm of Fisher, Koppe &

115) Hoefel

(161 Q: Forgive me if I have asked this: Is there

(171 anything in writing reflecting your obligation to pay that
(18} money?

11g  A: Idon't believe there was. ] think it was just an

20} understanding between he and 1. When he came up with a

1] number, that was the fec.

22  Q: Was there 2 Dr. Williams involved in the bowhng
23 alley transaction, either at the front end or the back end?
124) Does that ring a bell?

12s)  A: No.] know who Jerry Williams is, if that is what .

‘ Page 82
(1  Q: Was any money paid on that purchase above and
2 beyond the 400 that was allocated out of the loan? A
B A: The excise tax affidavit reflected a purchase - .
@) price of the land and building of the 400, plus the 108,
15} which was their undcrlymg balance. So it was 508,000 and
&) change.
m  Q: Youlost me.
89 A: The second paragraph, you rcfcrrcd to their loan

@ of 108.

i) Q: Yes.

1111 A: That was their balance.
(122 Q: Pacific Lanes?

113 A: Hoffman-Stevenson balance to the bank.

(14)  Q: The letter says it is an obligation from Pacific

15) Lanes to First Interstate; is that wrong?

16 A: My recollection is the loan was in the namc of

117y Hoffman-Stevenson, Inc., to First Interstate. I don't know
(18) the relevancy of that. I mean, I don't know what difference -
{19} it makes.

0] Q: Iam just trying to understand the transaction.

121) So, cffectively, then, the purchase price for the

122] ground and the buildings was 508,000 which consisted of
23) taking Pacific and/or Hoffian-Stevenson out of their loans
24} to First Interstate?

Page 85
11) you are referring to, Dr. Jerry Williams. He had nothmg do :
2) with me.
@  Q: Did he have anything to do with the salc of the
#1 ground and buildings to you? ‘
51 A: Nothing to do with my transaction before, during -
@ and after. [ know Jerry Williams to be an investor. I know
) that he ultimately bought a bowling alley in Seattle or two.
@) 1 haven't seen Jerry Williams, although I know who he is.
©) That is the first time [ have ever hcard his name related to
110] this transaction.
111 MR.SLOAN: Could you keep your voice up,
112 Counsel.
{133  MR.TAYLOR: Okay.
(144  Q: In October of 1993, at the same time that you were
(t5] closing - and I use that term loosely ~ the deal with the
1e; Hoffrnan-Stevenson interest, you refinanced the property -
117} strike that.
(181 You used the bowlmg alley property to securc a
119) $900,000 loan from First Interstate?
e}  A: That’s correct.
21]  Q: Was there any other property, other than the
22) bowling alley property, used to sccure that loan?
2  A: No, there wasn't.
r24) Q: Do you know why the bank was willing to lend

2s___A: Yes and no.They had reccived $50,000.

125 $900,000 secured only by the bowling alley property?
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m A: You are asking me for an opinion, | guess. (1} as a consultant and director of the bank, I became aware of
2  Q: Based on your discussions with the bank. (21 the fact that he had made a loan, that he had sct it up on
. B A: One, because that was the amount of moncy that [ (3} payments, and, knowing Grant personally, and his - I don't
=\ 1) asked for.Two, this was a personal loan to me, granted 14} know what word you use - his thriftiness; how is that - he
{s] pursuant to my request to a shell corporation, for lack of a (5} hadn't purchased a car in 20 years, that 1 know of, 10 years
6) better word, that had a $1,000 paid-in capital where | had () or something. It was like a *79 Buick or something he was
m placed the title to this property and the assets. They made M in love with but it had hundreds of thousands of miles.
{8) the loan to me based on my personal income and my personal 0] I also knew, as one of the people that banked him
[9) asscls. 9] for 15 years - | say one because I assume he had
pg  To get a term loan out of it, you have to {10] relationships at other financial institutions that I didn’t
(11 have or should have fixed asscts. So they put a mortgage or (11) know about or didn't get involved in, at least - I knew he
(12) deed on those fixed assets in the UCC-1 filing, but the loan 12) was not a payment type of a guy. He didn’t make payments
(13) 'was underwritten on my abilities to pay. 113] that I knew of. The only payment that I knew of, if any,
(14 The amount of money that I had in the transaction (14) would be his house payment.
(15) 'was a million and a quarter, give or take some change by (151 The idea just hit me that, A, I had already
16} that time, after paying off these dollar amounts. 116) started spending substantial amounts of money, as I stated
-1 Q: Did you make any representations to First (17 in my affidavit, and, I have been reasonably blessed with my
18] Interstate about the value of the ground and the buildings? (18) financial efforts for over a lifetime and I felt somewhat
(199 A: No. (19) cheap, 1 guess, by never having paid this man anything. So
120 Q: Provide them with any appraisals? 120] I approached him with the idea of letting me make some of
21)  A: I provided them with money for an appraisal that 121] those payments.There was no dollar amount ever determined.
z2) had been purchased pursuant to - I had originally made the [22) I knew that the payments were $800 apiece, and I was
{23) application with Key Bank.They ordered the appraisal. [23) prepared to pay that for an indeterminate amount of time. I
24) Their loan amount on the same appraisal was not as high as 4} didn't enter it with any transaction in mind, any dollar
2s) what First Interstate would do or on terms that were {25} amount in mind.
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{1] commensurate. () Q: When he paid you the final, approximately, $8,000
2  Thatis a whole other story. : e {2 in cash, did you get a receipt or give him a receipt?
@ Q: In the course of the transaction, beginning in Rl A: Idon't believe so.
) September of *92 and ending in October or so of *93, when, in 4]  Q: How did you treat that cash on the books of
51 the course of that series of events, did you first learn that 15) Pacific Recreation? -
61 Judge Anderson was buying a Cadillac? 6 A:Ididn't
n  A: Ibelieve I learned that Judge Anderson bought the M  Q: Did the moncy ever make it into Pacifie
(8) Cadillac when he drove up in front of the bank where I (8] Recreation?
@ officed in it. i1  A: No: Pacific Recreation. owed me an amount of money
= [10)  Q: Did you suggest to him, prior to his purchase, (10] ,that had been éxpensed in+*93 for, rent that had never been
{11} that he should go to this particular dealership and buy a (11) ‘paid. [accounted for all 6f that:in this Thanner. In
(123 Cadillac? . (12) other. words, it is-taxable income, to me. So; whether I put
13 A: No. (13} the money into the company and then they paid me or I took
14}  Q: Did you suggest to him a Cadiltac was available at (14 the money-and gave the cregit, the point is that that - -
(15) that particular dealership? (15 liability went' down to zero.
116} A: We never discussed it at all. He knew that ] was . 1  Q: Let me ask it differently. If I were to pick up
(17 driving a Cadillac. He liked my Cadillac. I don’t think - 1171 the books of Pacific Recreation, would I sec something in
(18] he asked me some questions about it.I don’t think I ever (18] therc that reflects the receipt of approximately $8,000 in
{t9] knew that he was even contemplating or shopping. (19] cash?
o]  Q: You had no knowledge in advance of him arriving at 20  A: No,because it didn't go to the corporation; it
121) the bank in his Cadillac that he had bought a Cadillac? [21] went to me.
2 A: Thatis true. : 221  Q: It never hit the corporation’s books?
23  Q: Then what happencd? He pulled up and you saw the @3 A Exacty.It hit the corporation’s books in the
{24) car or he told you about it; what happened? 124) form of a credit against the' payable to-mes: - *
25) __ A: Actually, my office is in another room since I {25 Q: So you reduced the. payablaby.$8,000?
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(1) retired. He pulled up. I can always hear his voice.You A Exactly.
@) would have to be there to understand what kind of bank this @ -Q: I would sce that entry reflected in the books?
@3] is. It was right at closing time which is always whenhe - @ -{AsiAtsome point, yes, usually at the end of the i+
@) arrives. He is in there negotiating and talking about : 2} ﬁ:ral year: F'am trying to rémember when this was paid
1s) this car. : st off: T : .
]  Always, when he is through with his transaction, 1  Q: Would it be a lump sum or would it be itemized,
M he would stick his head in my door and we would chat about M the credit against the payable?
@ lifc in general, and I believe the bank was closed; he had @] . A:Ican't tell you how the accountant would have
® made his arrangements, done whatever he was going to do.My - .| (5] handled it.All I know is the entire payable went away and
(10] car was parked out front, right alongside of his, and he (10] there were other transactions of the same ilk. These
{11) went out to show me his new acquisition. (1) adjustments were being made - I believe they were being,
12  Q: What did he say? 1z fladein1996, ' o
(13)  A: What did I say? (13)  Q: When is the last time that you discussed this
(14 Q: What did he say? 14) investigation with Judge Anderson?
(1s)  A: Just the fact that he had bought a new car. ns]  A: Idon't kaow that I have ever discussed the
&)  Q: What did you say? . |nel investigation with Judge Anderson.
un A: Nothing, other than it is a finc-looking car, I 1171 Q: When is the last time you discussed any facts with
w=.. [18] gUCSS. (18] Judge Anderson relating to his acquisition of the Cadillac?
\ (g} Q: Was it in that transaction that you offered to 19 A: I can't recall. I am going to suggest it was when
(20] make payments on the car? i20] this document from the bank was produced.
21) A: No. 21  Q: Produced by the bank?
220 Q: When did that occur? : 22  A: By the bank.
231 A: Approximately a month later. 23  Q: What did you discuss with him?
©4)  Q: What happencd? 249)  A: Just the fact that that accurately reflected - 1
©28__A: Therc was no event that happened. In my capacity [25_don’t know that I even discussed that, to tell you the
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| truth.l know that ] got a copy of it and that ] looked at
] that and it accurately reflected the transaction as it
} related to the bank.
1 The last discussion I had with him about anything
) to do with this was within the last few weeks when [ told
1 him or days ~ I don’t remember how long it has been since
1 we made this appointment today.
1 Q: What did you tell him?
1 A: Just the fact that I was going up to give a
3§ deposition.
i} Q: What did he say?
3 A: I don’t believe he said anything, just a matter of
j) fact I think more than anything.
1 Q: What were the circurnstances that led to the
5 creation of the affidavit that has been marked as Exhibit 2?
3 A: I am not sure I can remember the circumstances. I
7 believe that - I can’t tell you whether Mr. Bulmer called
3] me or Judge Anderson called me and asked me to state my
3 recollections in writing. I know that [ took a shot at it
0] and talked to Phil.
13 MR. SLOAN: Didn't I tell you Bulmer asked me
2 todoit?
3] THE WITNESS: Yes.
4 MR. SLOAN: Counsel, without testifying, I
5) believe Mr. Bulmer and I spoke and he made the suggestion
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{1} could assist me in, and that is whenever 1 could find him s
(20 and it was convenient. He was very helpful.
@) Q: The last page of Exhibit 7, did you review that
{a) before it was sent?
59  A: No.
[  MR. SLOAN: Excuse me, Counsel, attached to what you
7] gave us is a fax cover sheet.
81  MR.TAYLOR: Yes.That is what I am
8] referring to.
(0]  MR. SLOAN: You are asking Mr. Hamilton if he
(1) had reviewed what I faxed to Doug?

n21 MR.TAYLOR: Yes.

(13]  Q: Before it was sent?
1149  A: No.

(15 Q: When did you see it?

16)  A: 1 don’t recall, probably when [ was putting

(171 together the information for this complaint and reviewing it
(18] with Attorney Sloan.

119 Q: Had you discussed with anyone the language that

{20] appears in the lower right-hand corner?

@1 MR.SLOAN: My writing?

20 MR.TAYLOR: I presume that is your writing.

i3] MR. SLOAN: | wrote that document, Counsel.

124 If you want to ask me questions, I would be delighted to

25] answer them.
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1] that ] obtain this.
2 Q: Did you know for what purpose this affidavit woutd
@) be used?
@  A: No.
5 Q: Did you ask?
) A: Well, I was aware of these ongoing investigations
M as a result of starting with the conversations with
{8 Mr. Schafer and then different interviews and phone calls
@ from the Bar.  don’t remember if there was anyone elsc
19 involved. I don’t even recall when that all started taking
1) place. It was quite some time ago.And I involved Phil and
12) Tom immediately upon mecting with Schafer, former partners,
13) including a meeting with Doug at Sloan’s office. I didn’t
14) find this request inconsistent with anything. It was just:
15] stating what my intents were.
16)  (Exhibit 7 marked
17} for identification.)
18] Q: Take a look at this.
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Q: Have you discusscd it with anyone, Mr. Hamilton?
A: (Witness shakes head negatively.)
Bl MR. SLOAN: I am serious about this because,
{4 if you wish, the reasoning why [ wrote this, I would be
15) delighted to tell you.
] MR.TAYLOR: Sure.
M MR.SLOAN: I told Doug, in that mecting the
1) day before, that I was very concerned about his mental
91 health, that Bill and ], Mr. Hamilton and I, offered
[10) personally to contribute towards the cost of psychiatric
{11) counseling. I have a fair amount of experience in mental
(12} health problems.
13} Tomorrow I am going to the funeral of onc of
(14) my colleagues who committed suicide last week. His behavior
(15) was absolutely consistent with what I perceived Doug'’s was
(16) at the time. We were very distressed. I told Doug in our
{171 meeting in my office that - let me say this -~ Doug took in
18} as a colleague, Jim MaGee, lawyer. Jim MaGee went straight
{191 from our firm to Doug’s firm. He was simply an intern with

)}

19) (Shortrecess.)

200 (Discussion off the record.) 1201 us. He was never hired as an attorney. Jim told us that he

21]  A: I believe in their office almost daily. {21} was very worried about Doug.Then we heard innuendoes-from
22)  Q: Whose office? 12z} other lawyers and comments: "Guess what Doug is doing now.”
233 A: The law office. 23) I then asked Doug to come over with Bill, and

24  Q: Sloan, Bobrick & Oldficld? 24) we had this meeting. ] told Doug - and I remember this

25} A: (Witness nods head affirmatively.) 5] very clearly, this part of it - I said, "Doug, I was your
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M MR. SLOAN: InTacoma, it is referred to as :
2 “the law office.”
B (Discussion off the record.)
#)  Q: To your knowledge, has Judge Andcrson ever told
(8 anyone that the Cadillac payments were a commission for his
181 work in selling the bowling alley to you?
m A: I would have no idea what Judge Anderson s:ud
(8) about that.
i Q: Has anybody ever told you that he made such a
110) statement?
f11  A: Nope.
2 Q: Was Judge Anderson aware of the $15,000 payment to
113) the firm of Fisher, Koppe & Hoefel in connection with the
{14} final transaction?
(151 A: Not by anything that I would have said.
(16)  Q: Is there a reason you did not.tell him?,
on A Onc. he didn’t ‘asky -and; two, g5 dldn't thmk 1t
(8] was anyofhis busmcss .
19 Q: Why not? -
Ro]  A: Judge Andcrson, for my intents and purposcs,
[21) exited this entire transaction with the closing in '92.The
122) only information or the only communications that I had with
(23] him subsequent to that and prior to these ~ this -
[24) whatever the heck you want to call Schafer’s ravings - were
[5]_related to questions about the operation that | felt he
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(1] partner when your boys were born. I know you are hurting
23 financially. If you lose your license to practice law, you
@) could lose everything.” I said, "These letters” -
4 By then I read the letter that he wrote to
ts] all of the judges. But it was being circulated as an item
(6 of interesting gossip around town and so forth. But I had
1 never heard Doug swear in all of the years that I had known
8] him. I met Doug when I sat for the Bar review course at UPS
@ in 1978. S0 1 had known him quitc awhile.
i In that meeting with Bill, Doug was swearing
(11} like a trooper, and 1, in my lay knowledge, diagnosed him to
112) be in a manic state. It was with that spirit that Bill and
(13 I said, "Look, sctting asidc any legal problems here, if you
114] lose your license to practice law, you are gomg to
{15 jeopardize your whole family."” I know Doug is a very, very
(16) devoted family man.
Ly} He then went off on a rampage of swearing
(18] about what he thought about the Bar, what he thought about
{19) lJawyers, what he thought about judgcs I said, "One thing
120] you cannot do, Doug, is go around telling pcople
21) communications that Bill made to you in the course of your
[22) representation of him, and, furthermore, you are misquoting
23] him and mnsstar.mg thc truth o
24) He was swearing and out of control. I don’t

[25)_know about Mr. Hamifton, but I had ncver secen Doug swear

Page 92 - Page 97 (18)
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1) ever. l used to play racquetball with him in addition to

Page 101

(1) when we purchased the bank in Federal Way. 1 remember him

15 Prior to that time, I used Doug to represent an
{6} interest in challenging some impropricties that I viewed as
{71 a stockholder at First Mutual Savings Bank in Bellevue,
(8] Washington, and, in hindsight, some of his fervor worked to
[ ‘my advantage at that time. So I didn’t really question it,
110) other than it seemed unnecessary, I was seeing here.
When he called me, as a friend, in 1995 December -
{123 1 don’t remember the day of the week it was ~ we made a
(13} date to meet in the neighborhood, have a cup of coffee. |
(14) had, for the first, the last, the only time the previous
(15} Friday met Grant Anderson in chambers for lunch. While 1
{16) sat in the audience, waiting for whatever matter they were
171 dealing with, it turncd out the matter was a fec-splitting
(18) ncgotiation, as it were, among a number of attorneys - [
{19] 'want to say there were seven or cight attorneys present ~
1201 one of the names that came up, that wasn't present when they
f21) presented the order, | heard "Douglas Schafer.”
22  The trustee or personal rep, whatever it was, of
23} this particular estate was not recommending any payment to
[24) Mr. Schafer.
25 Almost immediately, like the next day or the day

{2) practicing with him.There, you swear. @ leaving there shortly thercafter. When I asked for him the
13  Thatis why [ wrotc that last paragraph. It {3) next time, I was told that | had to be represented by
4) wasn’t to threaten him, in terms of physical violence at 4] someone clse.] could tell why. His bill was 15,000;
Is) all. {s] someone else’s was 200,000.That is what that meant to
6]  Doug built his house with his hands. He ) me.When I needed something done, I felt, in his area, 1
i bought an older house and remodeled it totally by using [ felt that he could handle that.
(8] instruction books and things. Things like that where he had @  So,I know that | represented, over those years in
{91 a philosophy that he wanted to practice only 2 reasonable o] my cfforts, a substantial, if not the majority, of his
(10} number of hours a day, not 24 hours a day, et cetera. So | {10) income. ] was taken aback when he took off on Grant
{11} was thinking, if you lose your license, you los¢ cverything, {111 Andcrson three and a half years after a transaction and 24
(121 and so, if you don’t care about yourself - because you told {12) hours after his court, that [ happened to be sitting in, for
{13} us you don't care about all of these things - at least (13] the only time in my life, an order was signed denying a
(14 think about your family and so forth.That is why I said 14) fivefigure fee or a high four-figure fee.1 questioned him
(15 here, "If I can help, please call,” and I sincerely meant {15) about his motivation for this now untimely but sclf-scrving
(16 it. {16) recollection which was wrong.
A: 1 had put off filing this, as you can sce, for (171 Different people can see things differently.
118} seven months, from the time of the mecting. Doug Schafer (1e) Believe me, 1 wish I had done things differently for the
(19) called me in December 1995 and wanted me to meet him. This {15] benefit of the people involved. I know what I meant, and I
[20] was over three years after his representation of me. t20) know what I meant when I tatked with Doug.
21  Subsequent to formation of Pacific Recreation R1]  So,I met with him at that time; told him of the
22 Enterprises, Doug did some trusts for my personal use, [22) explanation, as it goes on in the affidavit, and thought
(29) estate planning, wills, things of that nature that were {29) that he was - well, he says, "I will think about that.”
[24) within his expertise.And I - the reason I used Doug was 24  Isaid,"T hope that you do, and, whatever you do,
25} that he was never busy. He was reasonably priced and very 251 do not divulge anything that you - because you don't
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{1 responsive. I never found him making any unsolicited 1 understand it. If you do understand it, you understand it
[2) suggestions, just taking my desires and putting them ina 12 sclfservingly because you now think you have some axe to
p} format and introducing me to the various vehicles that might @) grind.I am really disappointed that two friends of mine” -
@} be used for tax planning and estate planning. . | @ Isaid, "Let mc gct Grant to sxt down and explain what his

ts) side of it was.”

) A similar occasion arose two days laterand as a

1 representation of the formation of the bank. He took

{8) information that he had, he had in his own files. He was

@ the one that filed the application. He knew who the
(10) stockholders were. Then when I read these affidavits
(11) and these letters and whatnot that he filed with the various
(12) regulatory agencies from the Attorney General to the
[13) prosccuting attorney to the Bar Association and generally
(14} anybody that would listen, I, first of all, see hurt and
(151 then I sec monetary hurt. I hadn’t given him any business
(16) in a long time. I don't know what he was doing for a
(17 living.
(1e]  Then I sce a jousting at windmills, swimming
(15) upstream against a system that | don’t understand but
(20 challenging, maybe the right thing but maybe in the wrong
[21) way, whatever.
221 'When I found that he went around me to another
123} person related to the bank and asked information that he had
{24) in his own files and later admitted he had in his own files
251_and involved other people, getting other people related to
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{1} after, I get this call; he wants to meet.And he starts off

2 on the judiciary in general, his work in guardianship

@3] reform, that I knew nothing about and his dissatisfaction, in

@) genceral, with the process, and then he takes off on scveral

(51 judges, including Grant Anderson, and starts dredging up,

{6} three and a half years after the cvent, his now, 1 figured,

(n self-serving recollections of what I might have said or

(8} disclosed to him in the formation of Pacific Recreation

s} Enterprises. He had drafted some of the documents that you
1) see.Actually, none of the documents that you presented |
(11) don’t believe were ever drafted by him - the formation of
12 the corporation was what he was hired for but he had these
(13) documents.The same way that I had hired him, in 1990, to
{14] form Sound Banking Company for exactly the same reasons.
115}  He didn’t have anything clse to do, was always
{16) very rcsponsivc, competent in filling out the forms, very
{17) attentive to detail, which I am not, and experienced when he
(18} was cither an associate or partner at Graham & Dunn and,

[19) prior to that, at Johnson, Lanc & Gallaghcr
200  So,starting in 1975, he had been in and out of
21] these different relationships. He left the Johnson, Lane &

221 Gallagher firm, with Jim Gallagher, when he took the -

(23] kind of the entourage banking group over to Graham & Dunn.
124) And then he left from there, I believe, after he
28 _did the acquisition paperwork for Western, which was my bank,
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(1) the bank involved and upset, I called to tell him that that
21 was not proper and he couldn’t do that at that level any
) more than he could at the personal level and then put it in
{4 writing to that effect. Everything went away.
155  And, some wecks later, I get a call from one of h1$
16) officemates. I probably - 1 have already said too much -
) but Steve Quickruben who 1 had spoken with about this
(8) because saw him casually, not in the form of an attorney.
)  "Heis at it again, Bill, and he was down at the
(10) office just kind of whirling around prcparing these
11) affidavits and he was telling them he was going to take it
112} to the newspaper and smear the judicial and Anderson
(13) specifically.”
(14) It was at that time that | called him and asked
[15] for a meeting that resulted in my meeting with he and Phil.
(16 He tried to get other attorneys to attend. ] told him I
(177 wouldn't attend without a third party. He, obviously, wasn’t
(18) interested in the truth; he was only interested in his own
[19] interpretation of the truth and his own interpretation of
(20) the Bar rules which I didn’t know anything about, other than
[21) it scemed to be kind of a sacred thing at the time.
22) (Discussion off the record.)
3)  A: So,after the mecting with Phil and 1, in which it
[24) was totally out of character for him, it was a result of him

125]_being out of character at his office with his office mate
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1] and, you know, [ mean, there was popped veins and spitte CERTIFICATE
3 and ~ I mean, he was just wild that day. I didn't know STATE OF WASHINGTON )
3) what to do about it. Obviously, he did somcthing ) ss
COUNTY OF KING )

i) personally. But it was at that time that he had gone to the

5} Public Disclosure Commission and he had drawn some

51 conclusions that were wrong.

71 By the way, they had done an investigation. I had

3] to write an affidavit for them, also. It is just that kind

3 of stuff - not an affidavit. I had to produce copics of

5 checks that I had written for Judge Anderson’s campaign

1) treasurer. He was making an allegation that I had made an

2] illegal campaign contribution. I just produced the checks

3} that I had written. There is no reason - no reasoning

4 power put into this.

5 He kept asking for specifics. Have you - "Did

6] you make an illegal campaign; did you do this; did you do

7 that?" At the time, you know, answering his questions,

8 the answer was no, but I will be happy to talk to you about

9 anything and then counscl advised me, "Set up a mecting and

0] go mect with Fisher if you want to look at the records.”

4] "I don't care what the records say. I just know

z) what I feel.” It was that kind of comment. He refused to

1] meet with anybody to determine the facts. So Phil cautioned

%] him, told me not to answer any more questions, that he

15 obviously was going to misuse the information. He already
Page 105

(1) had his mind made up. He wasn't interested in the truth,
(2 which, of course, just drove him into a frenzy even further,
@ literally. :

¥  When he left, I guess it was subsequent to that

{5 that, you were concerned about his personal health. So we

1, the undersigned officer of the Court,
under my commission as a Notary Public in and for
the State of Washington, hereby cerlify that the
foregoing deposition upon oral examination of the
witness named hereln was taken stenographically
before me and thereatier lranscribed under my
direction;
That the witness betore examination was
first duly sworn by me 1o testify truthfully; that
the transcript of the deposition is a tull, true
and correct transcript of the lestimony, including
questlons and answers and all objeclions, motions,
and exceptions of counsel made and taken at the
time of the foregoing exarminaltion;
Thal | am neither attorney for, nor a
relative or employee of any of the parties o the
action; turther, that | am nol a relative or
employee of ary attorney or counsel empioyed by the
parties hereto, nor financially interested In its
outcome.
IN WITNESS WHEREOF, | have hereunio set my
hand and seal this 20th day ot January , 1997.
Patrice E. Starkovich
NOTARY PUBLIC In and for the
State of Washington, residing
at Seattle .
My Commission Explres 5-31-2000.

6] faxed that down to him as well as cautioned him in writing
M not to do that. He had already received a letter from me

@) that I drafted that same day after I heard that he was on

19 his way to smear Judge Anderson whom I know to be a very
10) fine person. I don’t know anything to the contrary, still

11] don’t. So that is where this came about. Then I wrestled

12} with it for the same reason that Phil wrestled with it.

13] After beaucoup drafts, finally, I reluctantly sent that in.

44  MR. TAYLOR: Mr. Hamilton, I don’t have any

i15) further questions. Thanks for your time.

6] (The deposition concluded

(17} at 2:58 p.m.)

(18] (Signature was not waived.)

(19)
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PATRICE STARKOVICH
REPORTING SERVICES
P.O. BOX 22884
SEATTLE, WASHINGTON 968122
(206) 323-0919
January 29, 1997
To: William Hamilton
P.O. Box 98719
Tacoma, Washington 98498
Ra: Inre the Matter of The Commission on Judiclal Conduct
Deposiion of: Wiltiam Hamilton
Date Taken: January 21, 1997

&) Cause No.: 95-2179
@i PLEASE TAKE NOTICE THAT:
[22} The transcript of the above deposition Is ready for your
[F-;] reading and signing. Please call o set up an appointment
25 to do so at your earflest convenlence. You must, by
Page 106 __, read and sign the depashion or state in
g writing your reason for refusal to sign, or stale In wriling
AFFIDAVIT ' 1he fact that you walve your right 1o sign; faliing to do
STATE OF WASHINGTON ; ss s0, signature will be deemed for all purposes walved, and
. your deposhion will be forwarded to the appropriate party.
COUNTY OF KING . Thank you for your asslstance in oblaining signature.
I have read my within deposition, By: Patrice E. Starkovich, RPR, CSR
and the samea Is true and correct, save and ce: Paul R. Taylor ' *
except for changes and/or correctlons, ¥ any,
as Indicated by me on the *CORRECTIONS” tlyleat
page hereof.
WILLIAM HAMILTON
SUBSCRIBED AND SWORN to before me
this day of 1997.
NOTARY PUBLIC In and for
the State of Washington,
residingat ____.
My commission explres
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