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APPEARANCES 

- .  

A: Whatever the dollar amount was, it was in cash, 
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(1) Q: What were the circumstances undcr which Pacific 
m Recreation made that r ia l  $8,000 payment? 

A: Well, among all of my involvements, companies 
~s) accounts and so on, Pacific Recreation is now a very high 
151 gross business. So, this is where the money was, I guess is 
[q the fakcst way to say that. 
m 0: Why did Pacific Recreation make the final $8,000 
[el lumpsum payment? 
p] A: My recollection is, after I approached Judge 

[lo] Anderson about paying off thc obligation, he agreed to do 
[I I] SO, was laving town immediately for a vacation, said that 
1121 he would pay it. I said, "Wdl, I will go ahead and pay it 
1131 off and you can pay me back when you get back." 
1141 0: Why did you pay it off, as opposed to him paying 
1151 it off when he got back? 
[iq k It was my request that he pay it off. So, 
[la therefore, it just seemed convenient at the time for me to 
1181 do that that way. 

Page 

[iq Q: Was there any sense of urgency as regards to the 
120) timing of the final payment? 
pi] k What precipitated the payment -it had nothing to 
rzq do with the terms of the note-What precipitated the 

payment was my request because of his filing of a divorce 
[241 action with his wife or her frling against him or something. 
pq That is when I became aware of the actual divorce, and that 
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[I] is what precipitated my request that I stop making the 
m payments because of my personal relationship with them. 
19 Q: If you wanted to stop making the payments, why did 
M you then make the final payment? When I said ''you," I mean 
m Pacific Recreation. 
[q k Actually, it was me. I own Pacific Reacation 100 
m percent. He just said, "I am going to pay it off, but I am 
p] Iaving town. It will take me a few days to get this 
p~ together. I don't want to pursue it anymore, either." So 

[iq I made the payment. It was my decision. It wasn't his 
[ti] dedsion. I approached him to pay it off. He said he 
[iq WWI4 and I paid it off, which he paid me back 
1131 0: When you say he paid you back, was it Judge 
114 Anderson who paid you back or Ms. Kdbaugh? 
[iq k No, Judge Anderson paid me back 
1161 0: In what form did he make that payment? 

12j 10:35A.M. 
PI 
[41 

[sl WILLIAM HAMILTON, deponent herein, having been 
[q first duly sworn on oath, was 
m examined and testi!ied as 
[a] follows: 
PI 

1101 EXAMINATION 
[I11 BY MR. TAYLOR: 
(121 Q: Good morning,Mr. Hamilton. How did you Erst 

Grant Anderson and 81 Hamilton .38 
6 Lener to WPUs from Fisher. 1- . .79 

7 Grievance Agalrst alawyer 93 
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[I] money on expenses to do with house @provcments, things of 
rn this natuie, furniture. 
19 a: Describe for me why it was that you decided you no 
141 longer wanted to make payments on the note. 
[9 k As I indicated, what precipitated that decision 
[q was the divorcc between he and his wife.They had been 
m separated for a number of months. Quite frankly, I was not - 
p] at aU convinced - 1 don't think anybody would bc, as 

peripherally as I was in their personal rchtionship, 1 
114 knew them both as a couple - whether there was going to be ' 
1111 an eventual divorcc or not. 

(20) approximately $8,000. 
PI] Q: Did you have any understanding as to where he got 
(P) the money to make that payment? 
@q k Nothing spc&c. I believe he got - he 
12.'~ indicated he got the money from Patty because - Patty 
ps~ Kdbaugh, because he had expended his readily-available 

(131 meet ~ r a n t ~ n d u s & ?  
11.41 A: How did I meet Grant Anderson -probably in my 
[iq capacity of chief executive ofwestern Community Bank 
1161 in the carly '70s. 
1171 Q: Approximately when was that? 

I;: A: Gosh, it would have been '72-'73. 
Q: The final payment made for JudgeAnderson's 

(MI Caditlac was approximately $8,000, do you r e d  that? 
PI] A: Yes, I do. 
p~ Q: Do you recall that Pacitic Recreation made that 
1231 pay~~lent? 
1241 A: I r d  that I authorized that payment to be made 
124 from that account. 

When that became a reality and one or the other 
[I$ filed - and I don't know which one it was - and I was so 
1141 informed, then it looked like it was on a fmd thing, and I 
[ ~ q  didn't want to be involved in financially - in any way. So 
[iq I just said, "I un going to stop making payments.-And he 
117) Slid.Wkll, then I will pay it off."And so I paid it and 
[in] he paid me. It had to do with him leaving town that same 
119 day is really what it came down to. 
w 0: Did hc ask YOU to make that final payment? 
[2i] A: No, he did not. 
p~ Q: Did you tdl him you were going to make that h a l  
1n1 payment? 
1241 & Yes, I did. 
129 Q: What exactly did you tell him? 
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11 A: Well, I can't recall exactly what I told him. I 
said, 1 am going to stop making payments." He said,"Well, 

q then I will just pay it off," and, I said, "When," and he 
11 said, "Well, when I get back from my trip." And, 1 said, 
9 "Well, I would like to get this resolved now because the 
q action between you and your wife is taking place." 

I t  was strictly a personal thing on my part. I 
el  just didn't want to get any further involved with them 
91 personally and their dispute. I didn't know what he told 
01 his wife about the payments. So, I said, 'Well, I will pay 
11 it off and you pay me back."We had that kind of 
2) relationship that I felt comfortable in doing that and he, in 
31 fact, did so. 
41 : ,Q: . ~ ~ t i V e : , t s . ~ ~ e n . y : ~ ~ ; @ . s , f j ~ p ~ r ! ~ ~ ~ . $ e  pending 
q d$orce:wh.~~,$df~u;@ake th& firial.pay~ncnt?~. "' "- 
q :A; I donlt.recall specifically, withindays. . ;w wim&'. . y,:. in Ys 
181 &'uh-h*. 
191 Q: The payments, on an ongoing basis, were made by 
q Pacific Recreation; is that correct? 
'11 A: I authorized the account to be charged, yes. 
q Q: And those were automatic payments then to the 
a ]  bank! 
241 A: When I first decided to do this, I wrote a check, I 
2 q  believe, for the Erst payment.And then I believe I set it 
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[(I up on an automatic charge which was more consistent with my 
pq attendance to detail. 
p1 Q: How did you know where to make the payments to? 

A: Well, I office at the bank that I chartered. I am 
[q no longer the chid executive, but 1 am certainly aware. I 
[ q  was a paid consultant at the time, a director. So I am very 
m familiar with the bank. I knew by then the bank, obviously, 
[el had made the loan. I had nothihg to do with the request on 
A the granting of the loan as a non-employee. but I was aware 

[lo] of the loan. 
[I i j  Q: Did you discuss with Judge Anderson the fact that 
114 payments would bc made on an automatic basis - 
[is1 A: No. No, I did not. 
[ i ~ j  Q: Let finish my question, so the record is dear, or 
[ t q  the court reporter will start ydling at us. 
[ t q  Did you discuss with Judge Anderson the fact that 

' 

1171 the payments would be made on an automatic basis from 
l ie] Pacific Rcacation to the account on the note? . 
(19) A: No, I didn't. 
1201 Q: HOW was he made aware of that? 
pi] A: I don't know that he was made aware of where the 
1221 payments came from. Certainly, not through me. I mean, I - 
ml made no point of telling him what accounts I took the 
~ 4 1  payment out of. 
~q Q: Did he cvcr ask you? 
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' 

11 11 Q: Had you consulted with an accountant about the tax 
(12) treatment? 
1131 A: Subsequent to I believe our conversation or 
[14] Something about the issue being raised, I consulted with 
~ l s l  him. He w3s aware that the payments were being deducted. 
(161 There are a number of payments being deducted and expenses, 
l17l as it  relates to that particular corporation, and, he says, 
(181 Well, in the scheme of things," he says, "they shouldn't 
1191 have been deducted that my,"  but he didn't feel that filing 
m1 an amended return was necessary, but he informed me at that 
PI] time that that was not the proper way to handle this. 
Inl Q: Was he aware, prior to that conversation, that the 
In) corporation had been making payments onJudge Anderson'scar 
124 loan? 
1251 A: Not spedically, 1 don't believe. 
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[t] Q: Did Judge Anderson, at some point, become aware 
R that the corporation had been making the payments on the car 
R lorn? 
141 A: No, I don't bcLieve so. 
151 Q: You told them, at some point, that you had not 
R fairly recently? 
m A: I don't know that I told him or he asked me. It 
[el had to do with thcse questions that were - that came up 
R about how I made the payments. 

[ lo] Q: Whether he initiated it or you initiated it, did 
(11) you tell him that Pacific Recreation had been making the 
[iq payments? 
[IS] A: I don't specifically recall. Me is aware of that, 
[141 yes. 
[is1 Q: When did he become aware of that? 
[iq A: 1 can't specifically say. 
[iq Q: Other than your accountant, who have you told or 
[ ie l  who did you tell that Pacilic Recreation was making payments 
[ te j  on Judge Anderson's car loan? 
m) MR. SLOAN: Other than matters of privilege 
(211 between him and his counsd? 
t ~ ]  MR. TAYLOR: Correct. 
m] A: I don't bdicve I have discussed this with anyone. 
(241 Q: Why not? 
[2q A: Because it doesn't bear any weight on anything 
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111 that 1 do, that I see. 
w Q: Did you ever discuss it with Ms. Diane Anderson, 
(q formerly Mrs.Anderson? 
M A: No, I did not. 
[q Q: Why not? 
[q A: Frankly, I didn't discuss any of the business 
m dealings of her husband with her unless she was spcciEcally 
[a] involved in it. 

Q: When did you first become interested in acquiring 
[iq Pacific Lanes? 
[i i j  A: Golly, the spring of '92. 
[iq Q: How did that happen? 
114 A: Grant Anderson contacted me in my capacity as a 
1141' friend and a businessman, and wanted to look at this 
[iq investment or this asset of the estate, I guess at that 
[iq time, and x c  if I felt there was any way that I or anyone 
( i n  that I knew would have an interest in making a purchase 
[iq which is not uncommon in the relationship that we had. 
[iq Q: What happened next? 

A: Oh, I got some financial information. I was 
pij fvniliat with the company. I had been an acquaintance of 
(22) Chuck HoEman, deceased, for approximatdy, wdl, mybe ten 
m] years prior to his dcath.And so I did my own anaIysis of . 
(241 thc operation, knowing what I knew about the relationship 
pq between the two corporations, the operating company and the .. 

Page 13 
[I) land-holding company, and I had a son graduating from 
fzl Washington State and qualified for graduating from 
p] Washington Statc, and I felt that this would be something 
1.11 that, intdlectudy and by interest, he could handle. I . .. 
[q look at this as a challenge. 
[q Evuy business that I buy, I look at it as the 
m same way. I felt the cash, the cash flow, was there, and 
[el so, aRer some discussion with my son and, you know, a 
p~ visit, which 1 familiar with the facility. I hadn't 

[to1 been in it possibly for five years, but I was familiar with 
[i 11 i t  I told Grant Anderson that I would be interested in 
[iq acquiring it. 
[iq Q: Can you describe for me the negotiations then that' 
1141 led to the agreement. 
[iq A: Oh, golly, I don't know that there was a great 
[iq deal of negotiating. My concern was limiting my liability. :. 
1171 personally, making an investment with an opportunity for an 
[ le i  upside and Limiting the downside fmancially. So I spent ;' 
[is] more time on structuring that reality for myself than I did 

on the price.The price was something that Grant Anderson 
pi] established. It was on the terms that were established ;'! 

(nl which was my end of it. It was a reasonable price, given '. 
p] what I knew, which was basically the opcrating history and 
(24) opportunities that I could see by looking at the operating . 
129 statement. 
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[I] Q: Can you describe for me the history of the offers 
[21 and counteroffers. - 131 A: I don't think there were any offers and 
141 counteroffers. My recollection is 1Mr.Anderson told me thc 
[5] price that he could sell it for, and, if 1 could figure a 
161 way to structure that within my desires, that we might have 
m a deal, that type of thing. 
[a] Q: What was the original price he told you? 
191 A: He sxid he needed at least a million dollars. 

[lo] Q: Did he say why? 
(111 A: I don't recall specifically. 1 am trying to 
[iz] recall what happened prior to our deal and what I have 
1131 learned subsequent to that deal. 
1141 0: When you say what you have learned subsequent to 
[IS] the deal, what does that mean? 
1161 A: Well, I understand that he had an appraisal for 

- LIT estate purposes, which I don't know that I was specifically 
[la] aware of, not that it would haw made a difference to me. 
[igj Q: What did he say about the appraisal? 
(201 A: I don't know that he said anything about the 
p i ]  appraisal prior to the deal. But I understand now that that 
pq was in the realm of where the appraisal took the 
[ a ]  transaction. 
p41 Q: How did you acquire that understanding? 
pq A: I am not specifically sure, to tell you the truth 
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[ i l  I have nwer seen the appraisal. 
rn Q: Was it from Judge Anderson that you acquired that 
131 understanding? 
(41 A: Probably, but I don't know specifically when I 
[ q  acquired rh3t understanding. 
[6] Q: To the best of your recollection, it was Judge 
m Anderson from whom you acquired the understulding? 
[a] A: Yes. 
191 Q: As best as you can r e d ,  what did he say? 

-. [lo] A: I don't know that he said anything, other than the 
11 11 fact that an appraisal existed, and that was done for estate 
1121 purposes and that was the basis in which he arrivcd at his 
[IS] price. 
(141 0 :  The price being the million dollars? 
[is] A: I believe the million dollars was the number that 
[ i q  I w e  up with, based on the opelation, and that seemed to 
[ i n  be sufficient. He said, "I need at least that." 
[iel Q: Who Erst mentioned the milliondollar fim did 

you or Judge Anderson? 
[201 A: I don't r e d  specifically. 
p i ]  (Exhibit 1 marked 

for identification.) 
~1 Q: Do you recognize Exhibit l? 
p41 A: Yes, I do. 
1251 Q: What is Exhibit l? 
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111 A: This is the draft of the acquisition and lease 
rn agreement for the purchase of the corporate assets of 
pl Pacific lanes, Inc., and the lease of the bowling facility 
[A] from Hoffman-Stevenson, Inc. 
[ q  0 :  When you say "draft," I notice it is dated and 
[q executed by you and JudgeAnderson.Was this intended 
m originally to be a final, and then it was htcr revised, or 
[el what exactly was the si@cance of this in your mind? 
R A: My recollection was that we had discussed these 

[lo] realities on more than a few occasions and with nothing ever 
(111 bcing produced in writing. 1 had gone ahad and started the - 
[ i q  formation of my corporation and things of that nature. So 
[is] he memorialized, for our purposes, his understanding of our 
[IA] agreement, leaving some blanks which I fdkd in with - 
[IS) that is my writing, and 1 wrote the word "Draft" on &and 
[iq 1 put in the word "August 26th." I don't h o w  what day of the 
[ i n  week the August 26th was, but that was the day that we 
[in] signed this document. I don't know how long I had this 
1191 documcnt. - 1 Q: Did you consider this to be a binding agreement 
p i )  at the time that you cxccutcd it? 
[nl A: Yes, I believed it w3s.There wcre some chulges, 
p l  minor changes, that needed to be made. It needed to be 
P41 typed, and 1 didn't find anything particularly onaous with 
psi h s  Particular aErecrnent. - 
STARKOVICH REPORTING SERVICES 
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[I] Q: In light of the statement by Mr.Anderson or Judge 
PI Anderson that he needed to get at least a million dollars, 
p ]  could YOU walk me through this agreement and tell me how it 
141 gets to the milliondollar number, if it docs. 
151 A: Yes. My recollection was that the red estate was 
[6] vdued in the transaction at $700,000, with a 50.000 
m non-refundable but applicable option price. Lf I exercised 
[el thc option or in other ways purchased the real estate, I 
[g] would get credit for the $50,000 against the $700,000 

[lo] purchase price. 
11 i ]  Q: Let me interrupt, if I may.You say the real 
[12] estate was valued at 700,000.Who valued it at that? 
[ I 3  A: That was a an allocation decision that I made. 
~ 4 1  Q: Who made that decision? 
[ i q  A: I did. 
[ i q  Q: I'm sorry? 
[in A: I I d .  
[la] Q: Did you discuss that with Judge Anderson? 
[is] A: Wdl, 1 had informed him of that decision. I 

don't believe that there was any discussion. 
p i ]  0 :  HOW did you come to value the rcal estate at 
lpl $700,000? 
p ]  A: It had to do with the depreciable assets, how it 

would be handled tax-wise, et cetcra. 
[2q Q: Can you explain that to me. 
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[i ]  A: There has to be a reasonable allocation between 
w real estate, goodwill, fixtures, et cetera. If I r e d ,  a 
M lot of the relevantive fixtures that were anached to the 
H building were carried on one set of books, yet pledged - in 
[ q  their corporation, yet pledged to the bank through a loan to 
[6] another corporation. It was pretty wdl  not cleaned up, in 
m my opinion, which was consistent with Chuck H o W s  
[el business practices. 
w Q: Did Judge Anderson disclose to you at that time 

[lo] the appraised value of the dirt or the ground and the 
[ i  i ]  buildings? 
[ i a  A: No, I don't believe so. 
1131 0: You told Judge Anderson that you bdicved the 
1141 relevant red estate should be given a value of 700,000 for 
[is] purposes of the transaction? 
[ i q  A: I believe what I told him at that time is this 
[ i q  document reflects a $700,000 purchase, a payment of $50,000 
[la] down and $650.000 amortized at $6,000 a month at 7 and a 
pq half percent. And, if you follow that amortization out a 
[MI couple of years, there is a residual balance of 
pi1 approximately $600,000, within a short - a grand or two. 
12~j And those were the terms that I was offaing on 
m ]  the other loan which was the purchase of the businks. So I 
p41 felt that this would be consistent, and - the idea being 
pq that I was getting, in my mind, ten-year financing at 7 and a 
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[1] half percent that I could exercise at any time within these 
m parameters. 
p ]  What I was risking was a $50,000 loan that I was 
HI making personally to this corporation, Pacific Rcc, and 
19 there was no personal liability; that is as it relates to 
161 the property. 
m Q: SO 1 am sure I understand, waIk w k 0 u . 1  again, 
[a] how you come out with the 700,000 with the 50 amortized at 
PI $6,000 a month at 6 and a half percent. 

1101 k Scvcn and a half percent. 
[I 11 Q: Scvcn and a half percent.Walk me through that 
[ i q  dcuhtion. 
(131 A: Well, if you take $700,000, put $50,000 down, that 
[14] brings ou to 650. 
1151 Q: d o .  
[I61 A: There you go.Take $6,000 a month at 7 and a 
[ i n  Mpercent, amortize that. In two years, the balance is 
1181 roughly 600,000; in four yurs, 540 and so on and so on. 
(191 Q: That amortization calculation was the basis of the 
1201 option numbers that appur here? 
p i ]  A: That's correct. 

Q: Wd,  is this, in effect, an offer that you 
p ]  prcxntcd to Judge Anderson? 
p4] A: No. I believe this is a document that 
psi memorializes our verbal agreement. It  was prepared by him. 
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] his office. 
1 Q: In the course of these discussions, did he start 
11 at a higher figure or a higher number? 
.I A: I don't recall. 1 don't believe we - this is 
;1 just what we came to. l was more interested in the terms. 
3 As long as the terms satisfied his requirements, I think it 
1 was just mutually agreed. 
q Q: Stated otherwise,was there any give and take over 

the amount of money to be paid? 
q A: I don't recall any specific discussions. 
11 . Q: DO you recall generally there being any give and 

.. . .. . 
21 take? 
a; A: NO. 
41 Q: DO you recall generally there being any 
q-negotiation over the amount of money to be paid? 
q '.' -fi .Nothing that was very detailed. I had analyzed 

the ability of the business, in my mind, what it could and 
el - could pay, and that aras the basis under which I made my 
91 offer. Now there might have been some tweaking back and 
01 forth but it wasn't major. 

Q: Is it fair to say then he accepted your offer 
21 without any significant modiGcation or increase in the 
31 amount? 
141 A: AS I indicated before, I am not certain that I 
q didn't already have a number in mind by his statement to me 
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[ti at the time.This is quite some time ago and several deals 
n ago.This wasn't a bargain. 
pj Q: Well, in the fall of 1972, you believed it to be a 
[4] bargain, did you not? 
[51 A: Not particularly, no. 
[q Q: Did you ever tell anyone you thought this was a . 
m good dcal at that time? 
[el MR. SLOAN: kcuse me. I object to the form 

of the question as contradicting the prior statement. Good 
tq deal and bargain may or may not be the same thing. If you 
i t ]  codd just rephrase it, please. 
14 Q: In the fall of 1992, did you ever tell anyone that 
131 YOU believed you were getting a bargain on this purchase?* 
141 A: NO. 
iq Q: In the fall of 1992, did you cver tdl anyone that 
~q you thought that you were getting a good dcal on this 
.la ppurchasc? 
jq A: 1 might have used the statement "a good deal," 
[tq referring to the terms, not necessarily the price. 
[zal Q: Do you have a recollection of using that? 
pi] A: SpeciEdly,no. 
w Q: Did you ever discuss the namaction at or around 
m~ this time ~er iod  with Mr. Dou* Schafer? . . 
~4 A: Y~S:I engaged Douglas ?&&a to prepare and He 
p corporate papers for me relative to this acquisition. 

~ w z ?  
[I] Q: What did you discuss with him? 
n MR. SLOAN: At this point in time, Counsd, I 
p] havc a concern about the matter of privilege because at that. 
[4] point Mr. Schafer was in fact the attorney for Mr. Hamilton ' . : 

[q in this transaction. I don't want to waive any privilege 
[q which Mr. Hamilton may otherwise have. So, unless w e  can 
m work out an arrangcm&t to protect that privilege, I havc to 
[el object and instruct him not to answer. I am not saving we . 
ts] won't answer, but we do need some guidance hek  &d some. 

[to] assurances. 
[it] MR. TAYLOR: Let me see if I can come at it 
[la differently. 
[I31 Q: You filed a Bar complaint against Mr. Schafu, 
[14] corrcct? 
[tq A: That's correct. 
[lq Q: And you were also contacted by the Bar in 
[tv connection with a complaint Mr. Schafer Zilcd against Judge 
[la] Anderson? 
(191 A: I don't know whether the Bar contacted me in 

response to his complaint against Judge Anderson or my 
pi] complaint against him. 
~ z ; l  Q: In the coursc of your dealings with the Washington 
ml Stz~te Bar. did YOU disclose to them conversations that YOU 
4 had had with 'Mr. Schafer? 
p4 A: I don't specificallv r e d .  no. 
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[I] Q: Do you recall telling the BarAssociation that you 
m told Mr. Schafer that you were getting a good deal on the 
R purchase? 
[4] A: I am not sure how the question was couched to me. 
[sj It might havc been a quote that they were trying to verify. 
(61 If I made that statement, which 1 am not denying that I 
m might havc, and I am not saying that 1 did because I don't 
[el specikdly recall - that, if I did, I did so in the 
p] spirit of the terms of the deal which are - which, to me. 

1101 as a lender. are - there is no loan fees: there is no . . 
[i 11 appraisals; there is no environmental reports; loan costs, 
1121 all of which are very substantial in a transaction of this 
[13] size. 
[14] The interest ratc is market or was market, I 
[iq should say.The fact that the ratc is fixed for ten years 
[iq is a bargain, and should I have cver made that statement, 
117 that is the basis of which I would have made it because that 
[l8] is what 1 believed then and that is what I believe now. 
[re] Q: What due diligence, if any, did you do in 

co~ec t i on  with the purchase, other than work the numbers? 
PI] A: To the ortent that 1 am capable of sccing 
(P) anything, I walked through the facility, talked to the 
p] operators, the management. I was aware of the managcment. 
[24] I knew the people that were managing, the lady who was 
p51 managing who is now deceased. I principally made my 
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[i] decision on the numbers which is the way I make al l  of my 
rn investment decisions. I zm not qualified to look at 
M something structunlly or something of that nature. 
141 Q: Did you retain anyone to look at the facilityj 
(q strut-y? , * 

[a A: Ne. I did not. 

[iif A: I hlve purchakd kcvaal buildings and properties 
[la and businesses. some of which havc properties abchcd to 
1131 t h ~ n .  
1141 Q: In those transactions, did you retain someone to 
[is] do a physical inspection or a structural inspection? 
[tq A: NO. 
(171 Q: Going back to your discussions with the Bar, did 
[la] you tdl them that you had told Mr. Schafer that you were 
[IQJ intending to make Mr.Anderson an officer of the corporation 
[ZOI YOU were acquiriig? 
pi] MR. SLOAN: Counsel, I have to reiterate my 
(P) objections, and perhaps we could go off the record for a 
pq second. 
~ 4 1  M R  TAYLOR: Sure. 
ps] (Short recess.) 
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[I] Q: Did you, at some poinf tdl Mr. Schafer that you : 

I rn were planning on making Grant Anderson an officer of Pacific . 
pl Recreation? 
frl A: I told Mr. Schafer that I wanted to make Grant . 

[q Anderson corporate secretary of the corporation.Thc 
[61 purpose of that statement at that timc and now was that 
m Grant Anderson I knew to be a capable businessman. I valued 
[el his expertise. He had been operating this particular 
[el business for a number of years since the demise of Chuck 

[lo] Hoffmul. I wanted Grant Andason, if I was going to buy 
[ill this thing on the basis of the information that 1 had 
114 available, which is the best information available, I wanted 
1131 him as dose to me as possible for questions and answers.. 
1141 1 remember telling Mr. Schafer that I wanted to 
1151 make him an officer of thc cornoration so he would be 

employed; he would be cornp&sated, however minuscually, and 
nn therefore be obliged to be available to me to answer . . 
itej specific questions that othuwise I knew I wasn't going to 
[te] be able to ask or answer. 
[m] Q: What did Mr. Schafer say in response? 

A: Specitically, he didn't say what he has said in 
his letters that I havc had occasion to r e a d . ~ k t  he did 

fnl say was that he is on the bench; he can't be involved as an 
~ 4 1  officer of a corporation, and I said okay.That was the . 
1251 beghming and the end of that conversation. 
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[ti Q: Did you tell Mr. Schafcr that you wanted to reward 
n Grant Anderson for giving you a good deal on the bowling 
[J] alley? 

2 141 A: NO, 1 did not. 
[q Q: Did you make the statement to Mr. Schafer that 
161 Judge Anderson had been mitking the Hoffman est~te? 
m A: I have read that statunent. I don't r e d  the 
[el statement specifically, but,ifasked that question, which I 
191 have been asked that question, milking the estate, since I 

1101 know nothing about the fee arrangements or anything of that 
1\11 nature, would have had nothing to do with that end of it. 1 
114 did know of the assets of the estate. I knew of what they 
[13 call the beach arrangement. I had k e n  involved, to a minor 
1141 extent, with Hoffman, and, therefore, I knew that Judge 
[tq Anderson - now, at that point, Grant Anderson - had 
[tq created cash out of chaos, therefore milked the assets, the 
.[tq non-liquid assets, the unsalable assets and converted them 
fie] into money. I knew nothing to do with the innuendo that 
1191 seems to follow this about fees and things of that nature 
1201 which is where it is bcing used by Mr. Schafcr. 
vo If I used that phrase, it would have been 
[nl something along the line of that I have stated. 
1231 (Exhibit 2 marked 
[24j for idcntir~cation.) 
(251 Q: This is an affidavit that you signed? 
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111 A: That's correct. 
n Q: YOU state: In November, 1992 - this is the 
PI bottom of the first page and I am paraphrasing -Judge 
(41 Anderson told me that he could no longer meet with me and 
[q give his opinion on business deals. Is that accurate? 
[q A: In the spring of '92 - 
m Q: November of '92: 
[el A: Excuse me. I really have to read this - oh, the 
p] last paragraph. Excuse me. 

,, [iq Q: That is okay. 
1111 A: Yes, I believe that was the case. 
[cq Q: Then reading on to the second page, first full 

paragraph, it starts, "Not having the ability to counsd 
11.11 with Grant, I was forced to seek and pay for advice and 
[iq suvices from a variety of attorneys." 
(1q What attorneys did you retain following your 
[in conversation with Judge Anderson in November of '92 and up 
[te] until the time that you advised him you would be making the 
[tq payments on his Cadillac? 
pol A: Well, it started before November of '92. 
PI] Q: What started before November of '921 
rn A: Seeking the counsd and paying fees to other 
M attorneys. 
p41 Q: I am interested in the period from when, in 
pq Novembcr of '92, Judge Anderson told you he could no longer ' 
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111 meet with you to discuss business matters, and your decision 
n to begin making payments on his Cadillac.What, if any, 
A attorneys did you retain? 
14) A: Well, I was doing a lot of business with the firm 
[q of Sloan, Bobrick & Oldfidd at the time. I still do. 
[q Q: Had you been doing business with thun previously?. 
m A: No, I had not. 
[El Q: When is the fist  time that you retained them as 
p] your counsel? 

[tq A: Oh, gosh, it would have been in '92 sometime. 
[I I] Q: Bdorc or after November of '927 
[la A: I can't recall spc13cally.This statement that 
113) you referred to, on page 1 of November of '92, Grant had 
(141 been elected judge, he advised me of this.That was at, I 
[tq belicve, just a lunch or a breakfast or something of that 
[ts] nature. I was aware of that because of the statement made 
[tq by Mr. Schafer when I was organizing this corporation in 

I [lei July or August. I didn't retain Mr. khafer in any capacity 
1191 to negotiate anything for me. I have my own opinions of his 
1201 abilities in that regard, as well as my own.The deal was 
PI] made; it was d0nc.M I asked Mr. Schafcr to do was form 
@I my corporation. In that regard. he was privy to some of the 
F1 documents. So I had retained Mr. Schafer, in 1992, to do 
(241 that. I bdieve - I can't tell you specifically what 
pn transactions I was involved with at the time. but I was 

STARKOV][QI RIEPORTING SERVICES 

\ V U L \ 1  khL\llL I'Ofl 
J ~ U W  21,1997 

Page 29 
[I] finding it necessary to hire counsel, pay counsel, for the 
m first time, that 1 recall, in 2(lsome years. 
pi Q: What I am trying to get at, Mr. Hamilton - and 
141 YOU tell me if 1 am reading this affidavit correctly - is 
[sl that, in approximately a six-week time span, from the point 
(61 Judge Anderson told you he can no longer meet with you to 
m discuss business deals and the point that you told him you 
[el would make .C?dillac payments, you had to hire and pay for 
p] advice and services from a variety of attorncys.Am I . . . 

[lq:,re.ding th8t.'cocctly?~t~. . . . .. 
[I\] " A: F'robibly not:. " 

1121 Q: Tdl me where it says different than the way that 
(131 I understand it. 
(141 A: I don't know that the affidavit docs say 
[tq diifcrcnt, Mr-Taylor-What I am stating is that November 
[tq was nothing unique. 1 believe there was a meeting --,I met 
[rn with.Grar?tAnderslon.o~a.n~ of occasions subsequent to 
[lei the purchase of this bowling &cy.That is why I wanted to 
[1q hire him; I wanted him to have to meet with mc.As a friend 
[2q and as a person knowledgeable, I could ask him a direct 
1211 question and I would get a direct answer. In no way did 
(22) that affect lcgal advice. It had do with the operation, 
m] specific questions about specific people, things of this 
p4) nature. 
pq But I had been aware, like I say, of - based on 
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111 the statement made by Doug $chaf~,:jn .$l y d o r ,  didn't 

see anything -qye it, &&;f anM i';?! y-'.k . 
r : . .-.... 0.- *r.*"-. . 

PI * s i @ a t  about i . c . I t . m . j ~ t  @ a ~ s ~ & ~ ~ ~ ~ ~ ~ ~ r ? , ? ~ i .  
PI' 'oh,!y+bhc.g?@ , ~ _ ~ ~ ~ . : $ f : ~ m f ~ ~ ~ r p ~ r ; ! t i o n ;  I:& t 
[q pay him iny:@ney, o@yn Jt t any big deal to me. So 4 
[q I had - since about that time - so we arc going back into 
m the summa that I was aware of this an4 therefore, had 
181 sought qucsti011~, that I would otherwise just ask Grant, 
p] from the firm SI-, Bobrick & Oldfidd and I can't tdl you 

[iq specifically those questions. I have known these people, 
[i 11 gosh, since the mid '70s, also. 
[la Q: Other than the firm Sloan, Bobrick & Grant - 
1131 MR SLOAN: Oldfidd? 
(141 MR. TAYLOR: I'm sorry. 
[I q A: What other firms? 
[tq Q: What other fims did you contact during this time 
[la pcriod? 
[lei A: I can't state specifidy. I would have to go 
[la] back and try to figure out what I was doing at that period 
pl of time. 
p ~ ]  0: Can you tdl me generally. 
[pj MR SLOW. Did you meet with'Graham & Dunn 
P J ~  and those guys, Gallagher? 
1241 THE WITNESS: Huh-uh. 
w MR. SLOW. Q.R.? 

Page 31 
11) A: I was conferring with Steve Quickruben, who was an 
[zl officemate of khafer's on matters that he was involved 
A with with common clients. I was conferring with J. James 
141 Gallagher. I don't rcc;lll if Jim was still with Graham & 
1s) Dunn at that time or not, regarding some mutual investments 
[q that we used to have or still had and his capacity as an 
m attorney representing those interests. Of course, I had 
[el contact with hir. Slafer by that time to do this - to form 
pq this transaction, form this corporation. 

[ ~ q  0: When is the Iwt time you had one of your informal 
[I I] sit&- with Judge Anderson, then Grant Anderson, when he 
114 gave you business advice? 
1131 MR. SLOAN: Arc you talking about at this 
(141 moment? 
11s) MR. TAYLOR: No, prior to January 1,1993. 
[16] k Around the time he was dcctcd judge, September, 
[!q October, November. I don't recall exactly when dl of this 
1181 tmkplace. 
[I91 Q: I want to be sure that I understand your affidavit 
PI correctly. From that point forward, until the time that you 
p\] decided to nnkc payments on his Cadillac, is when you 
tpl rdizcd w h t  a good deal you had received from Grant in not 
m] having to pay for his services in the past; is that correct? 
I241 A: 1 realized that 1 had a good deal for a long time. 
pq 1 just didn't realize how food of a deal it was. 1 couldn't 
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I quantify that. In my capacities as chief executive of a 
I bank that purchased six different banks and as an individual 
I working with J. James Gallagher as a one-third partner and 
I paying hundreds of thousands of dollars for purely, in my 
I opinion, the functional end of it, not the deal, all of 
I those transactions, the deal was made by me. Same way with 
1 the same investigation of the same pieces of r d  estate, 
1 the same assets.You know, there were no third parties 
1 brought in, including the sale of Washington Community Bank 
1 shares to Key Corp. It was all done by me. 
1 So, starting in 1980 through 1990, all of these 
1 transactions, of which there were roughly a dozen, werc done 
.I by me individually.Then it was presented for drafting. 
1 When I had questions about lessees, many legal 
.I matters, as an individual, for my own purposes, I would 
q either-ask Grant or confirm with Grant.We communicated 
1 kinct of with the same language which is not at a common 
I] with everyone that I communicate with: 
JJ Q: Total funds expended by Pacific Recreation in 
JJ payment of the judge's Cadikc alone were well over 
11 $20,000. Havc you made gifts of a similar size to anyone 
3 else in thc past five years? 
q A: Yes. 
$1 Q: Who? 
9 A: Oh, gee, I gave a gentleman by the name of Dick - 
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11 Chiaravano $10,000, ari'old customer of the bank of mine. He 
Z) has never paid back a dime. 
31 Q: What were the circumstances under which you gave 
41 that - 
sl A: He approached me for a private loan. Under no 
.q basis could he qualrfy for a loan with anyone. He had been 
71 a friend, a customer - not a good customer. I met him 
g through my banking relationship and I gave him $10,000. 
3 Q: There was an understanding that he was to repay 
q it? 
11 A: It was the intonation on his part. 
4 Q: Itwasnotagift? 
31 A: It has turned out to be a gift. 
41 Q: It was not intended to be a gift? 
51 A: In my mind, yes. In his mind, no.That was in 
q 1989 or '90. He has never repaid a dime. He has never 
71 indicated that he has any capaaty to repay it, nor have I, 
,q basically, other than check with him to see if he has got 
;q anything going that I can get invoked in to help him make 
q some money so I might get it back, but that was a 
!I] relationship thing. 
q, I loaned a gcntlcman by the name of Mike Hara 
9 Ka-r-a, $50,000. Subsequent to thac I gave him, without . 
!41 benefit of a note, another 23, $24,000. He has paid 
q nottiig on either of those, nor is there even any 
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111 acknowledged obligation on the second 23.24.. 
m Q: Did you have an understanding or belief there 
w would be a repayment on those funds? 

A: On the 50,000, yes. 
(q Q: What about on the - 

A: I don't bdicvc wc discussed it. He needed that 
m It was like giving money to chase othy money. 

Q: The latter funds were to assist him in being able 
p~ to repay the earlier funds? 
iq A: Exactly, which has not happened, and that has been 
111 approximately five years or more. 
14 Q: The funds to Judge Anderson, there was no 
131 discussion of any repayment? 
141 A: Absolutely not. 
:IS] Q: Are there any similar gifts that you have extended 
:iq to anyone in the past five ycrrs? 
117) MR. SLOAN: Including family members? 
:it31 MR. TAYLOR: Putting aside family munbcrs for 
:iq the time-Wig. 
31 A: Yes. I invested - purchased some equipment and 
711 leased back some equipment to a fum called WoodToys, Inc.. 
[pl in Puyallup. lt was a client of Sloan, Bobrick & OldLidd. 
PI One of the partners asked me to look at this as a 
r241 consultant. I don't have any ability to look at 
pq something as a consultant and charge fees. I never felt 
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(11 comfortable with that. If I am going to risk, I am going to 
PI risk my own money. SO I put some money in that, in excess 
M of $50,000. 
(41 Q: 50 or 15? 
[s] A: 50. 
[ q  1 believe it was 65, to be exact. 
m Subsequent to that, all of the assets were deeded, 
[a] the value of those assets, not nearly $65,000. I formed a 
pl new corporation; 1 paid all of the fees; I paid 5 and 

[to] $10,000 amounts to eliminate their personal liabilities 
(1 11 with no expectation of payment, not even a request for 
1121 payment, and these peoplc were just introduced to me. I 
(131 don't want this to get out, though, okay. 
(141 Since then, I have invested in that corporation 
[ l a  approximately 75- to a hundred thousand dollars, all of 
[ i q  which have gone to solve the opportunity of the HoIlands to 
[ r q  make this company a success where they work, under my 
(181 tutorage, with my money, with the idea that I would get back 
~ 9 1  my original $65,000, and they could have this corporation 
pol back with the payment of no other funds. 
pi] I have invested and cesigned on a transaction 
1221 introduced to me by yet another friend in an auto parts 
[n] corpontion inTacoma, very nice fella and his wife. I met 
~4 them.Thc result of that, within 120 days, was that I had 
PSI co-signed a 400,000 - I'm sorry, $300,000 and invested a 

Page 36 
[I] hun&cd'thousand dollars of my own money. I paid all of the 
m costs with this acquisition out of my pocket and I paid - I 
p~ have now loaned them some $15,000 without even the bcndt  
[4) of a note to help them get through bankruptcy personally and 
[ q  purchase a home which I have agreed to cesign for them - 
[ q  which they can't because of their bankruptcy. 
m Q: k t  me ask you to focus, if you will, on 
[el significant gifts made to people with whom you are not 
[sl transacting business. 

[iq A: I have gifted - just wrote a check last month for 
[ID a hundred thousand dollars to the Clover ParkTechnical 
[ t q  College Foundation. I was asked to get involved as a trust 
[ i q  - a foundation foreman director in '91-'92. I had become 
1141 so impressed with the school and what it does that I 
[ i q  accepted a request to be a trustee at the college. I have 
119 established scholarships for the students. I have gifted 
[r;q for three or four years running 5- to $10,000 worth of 
11~1 valued gifts to be auctioned off, the proceeds to go to the 
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[ t i1 "-A:' That's correct: 
114 (Exhibit 3 marked 
(131 for identification.) 
(14) (Discussion off the record.) 
[is] Q: Exhibit 3 is the final version of the Business 
[16j Acquisition and Lease Agreement. 
113 A: Yes, it is. 
11~1 Q: Other than your signature, in an individual 
lie] capaaty, in addition to as president of Pacific Recreation, . . 
p j  Inc., arc thue any differences between these two documents? 
p i ]  A: My recollection was that the purpose of this .*,, d . .  

p q  agreement - it memorialized in a typewritten form what I;? 
[n] had put in a written form and ~aragraph 13 d is different.:?:'.: 
[ Z ~ J  Q: Any othcr differences? 
[2q A: Nothing that I recall. 
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[I] Q: Jumprng ahcad then - 
[2j (hlub1t4marked - R for ldcntificatlon ) 
141 (Short recess ) 
(51 Q: Exhibit 4, do you recognrze that? 
161 A: Yes, I do. 
m Q: What is Exhib~t 47 
[el A: lt IS the original dosing statement of the 
11 purchase of the business and some furmres from Pacific 

[lo] Lanes, Inc., by Pacific RecreaYon Enterprises, Inc. 
1 Q: This is a dosing statement for the pur* of 
114 the operation? 
1131 A: The operation and the figures, as opposed to the 
1141 real estate. 
[ i q  (Exhibit 5 marked 
(161 for identification.) 

-11q Q: What is Exhibit 5? 
(181 A: Exhibit 5 is a memorandum from Kevin Iverson, a 
1191 partner m Friend & Iverson, and I believe at the time it 
m ]  was called Friend &Associates, CPA, for Pacific Lanes. 
p i 1  Q: When was it prepared? 

A: I bdicve this was prepared in the spring of '93. 
[ a ]  Q: Can you t d  that in the entries on Exhibit 5? 
[24j A: It would have had to have taken place after the 
[2q end of the calendar year of Pacific Lancs, Inc., which was 
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111 December 31st. 
M Q: For what purpose was this prepared? 
[31 A: This was a fulfiUment of a commitment, an 
141 arrangement between the cstate,via GrantAnduson, and 
[ q  mysdf3to~~ose thcpurchasepfhcific cs - to dose L%" 
161 this transaction by September 1% 1992. 
m Q: Is that- 
[el A: The notation at the top says, "Ibis was per 
191 discussions."The discussions that took place took place 

IL, 1101 in the fall of 1992, and the commitment to buy the business 
[ i l l  was very relative to dosing it by Septcmbu 1st because 
114 that is the beginning of the bowling scasonThat is why 
1131 the camest money agreements that you referred to, ;ls 
[i41 previous exhibits, are different, numbcr 1 and number 3, in 
[ t q  that one pangraph 
[ i q  Q: It says, "Per discussions with Grant Anderson and 
[ i q  Bill Hamilton," do you understand Mr. Ivetson to be 
[la] referring to pre-1993 conversations? 
[ie] A: Grant Anderson and Bill Hamilton, to the best of 
pq my knowledge, ncver met with Kevin lverson together. It 
p i ]  might refer to discussions that he had with Grant Anderson, 
14 on the one hand and me, on another hand, u n d ~ ~ ~ M d i n g  the 
[nl commitments that were made with the purdrax. 
1241 Q: What were those commitments? 
pq A: W d ,  that the operation, from Scptanbet lsq '92, 
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111 on, be my operation. 
n 0: Is that rdcctcd anywhae in writing? 

A: The draft of the agreement so states. 
1.1 Q: That clause of the draft was - 
[ q  A: Paragnph - Exhibit 1, I believe it was. 
[ q  Q: Paragraph 13 dl 
m A: Where it says it is dosing no latu than 
[a] September 1. 
q Q: That term of the transaction was subsequently 

[lo] changed, was it not? 
11 11 A: Well, it wasn't changed; it was redrafted for the 
(14 benefit of the regulatory agencies since we obviously had 
(131 not dosed formally since I can't dose until you receive 
114 your gambling and liquor approvak and the tardiness with 
119 which these applications were being dealt with is through 
[is] Mr Schafer's office and the accounting office that I was 

lpl A: I don't know that I could akc  you line by line 
throu& Exhibit 5.1 might be able to. 

(2.41 Q: Let me ask it this wayTentativc purdrax price 
psi ad~ustrnent $131,137.Was that an inacasc in the purchase 
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111 prtce or a decrease? 
121 A: It  didn't have anything to do with the purchase 
131 price, ~t IS the way the accountant chose to do it for the 
(41 estnte purposes. He was their accountant. 
[sl My understanding of this was,A, I wanted the 
161 begmug 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 
[el the gross goes down to 20.25 percent.Thc expenses remain 
p ]  the same.That I was able to determine in reviewing the 

[to] financial information that I was provided. So it was 
[II] material to me. 
114 So Anderson and I agreed that we would close by 
1131 September 30 - a c u ~  me, by August 30 for possession 
(141 Sept& 1.When the approvals were not forthcoming within 
[ i q  that period of time, and there was no real reason for that, 
[is] as it turns ouq they were all reasons of some bureaucrat 
[ i l l  went on vacation and didn't leave any continuity or 
[la] maternity leave or something of that nature and the ball got 
[ig] dropped. 
(201 So I took over management on an agreement and 
p i )  started throwing my own money in the account of Pacific 
122) Lanes, Incorporated, with the understanding that whatever 
[nl funds that that corporation took out of that operation 
[24] andlor my donated capital would be adjusted when we 
[25j ultimately did dose. and, ultimately, I believe we were so 
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[t i  dose to October-November that the determination of when to 
n dose was I d t  up, since the arrangement had already been 
M made, to just finishing out their books and makhg an 
[41 afttrclosing adjustment. 
[ q  They could havc written me a check for thc 
[ q  s d e d  gross profit that was generated in that four-month 
m period of time, and, for their purposes, they chose to deal 
[el with it as an adjustment to the purchase price rather than 
[9] run it through the income stream. 

[ i q  Q: If I understand this, before the transaction 
[ i  11 dosed, you or an entity controlled by you put money into 
[ l a  PadGc Iancs? 
[is] A: Yes, I was spending money on the M t y .  
141 0: Did the money 1~0<$2~$%9$~@7~3~7~+$y 
[IS] v&$? how1&& this ~ o r W  ., A* 

[iq I can't r c d s p e c i f i ~ 1  don't bclicve.that 
(171 1 pub-lot ~f~CashhtA_@~-~oun~iEan~I'~bcli~~~, . 
(181 what I did do was sw ~ ; ~ ~ " p j j ~ ~ ~ r o v & c n t s  
pel that were necessary to &p thc plac'iesthdiii. 

' Q: Then you rcccivid a deduct on the purchase price? 

I 
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[I] dse still owed - owned, excuse me, rcasonab1c minds can 

m Exhibit 5 adjustment? 
pi A: Yes; strictly had to do with revenues flowing into 
pl the business from the operation of the bowling facility and 
09 the expenses both to do with the operation of the facility 
11 11 and to do with commitments made by the eshte.We ran 
[ l a  estate obligations that had littIe or nothing to do with the 
1131 bowling lane through that cash flow. 
1141 Q: Let me back up.We have got the adjustments 
FB dcscribcd in Exhibit 5. Separate and apart from those, you 
[ i q  were making capital expenditures on the facility? 
[ i n  A: On the facility, that's correct. 
1181 Q: Those were before it dosed? 
[ t q  k By my best rccollcction, yes. 
(2q Q: Howmuch? 
p i ]  A: Six figures, but I can't tdl you exactly how 
pzl much. 
[23] 0: And this was while it was still owned by Horn, 
[24] Inc.? 
PSI A: Hofhm-Stevenson, Inc. 
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I Q: And wherc 1s that document' 
1 A: 1 don't know that it is documented 
q Q: How was ~t arranged or agreed upon between you and 
9 Judge - then Grant -Anderson? 
;1 A: That by wtuc of the contract and our 
;1 understanding it would dose September 1st. When it 
q couldn't officially dose, I managed it.When I managed it, 
q I was responsible, I guess, for the results of my 
3 management. It didn't - it never entered my mind then or 
g now that it wouldn't close officially.There was nothing 
(1 signscant in my mind about the official dosing date. 
q That was strictly to do with little pcoplc .with little 
31 problems at soine rcfitory agency. It had nothing do with 
41 the operation of this business and thefactthat I could not 
51 dose - I could not sign the dosing papq~ndr:'~ould he, 
q this was clerical - these were clerical problems..< i 
71 O:-Putting aside the little people with the little 
81 problems, what kind of capital expenditures were made prior 
s] to dose? 
01 A: As I say, my bcst recollection was it was six 
'11 figures, and I could bc wrong. 
I] Q: For what? 
g A: Oh, gosh, painting, repair of broken heating and 
ul cooling facilities. I bdicve we were under construction 
q for a cocktail lounge. I was doing the regulatory work for 
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111 that; architectural work; lane refinishing. 
m Q: How did you know that this work had to be done? 
pl A: Because I M y  looked at it and finally talked 
~41 to the people that worked there that could influence me to 
1s) recognize that, W e d  to trademen that had been, so-called, 
[q taking care of the lanes for 20 years. 
m Q: Maybe I misunderstood. Earlier, I thought you 
[el said you hadn't done any due diligence. 
[91 A: I didn't until after I agreed to buy it. I knew 
tq there were some cosmetic things that I mas going to do. Did 
111 1 have an estimate of what I was going to spend in there? 
121 No. I figured it would be a few hundred thousand. 
131 Q: And your agreancnt with Grant Anderson, you are - 
$ 4  making thcsc capital expenditures and these were being madc 
iq by, what, Pacific Rmcation? 
iq A: They were actually being made by me. I am not 
I? even sure Pacific Recreation had an account that I was 
ie] fumding the money through. 
iq - Q: By YOU individually? 
P] A: By me individuallyY Utunatdy, they were 
PI] accounted for as loans to Pacific Rec, so structured 
pq Q: Loans by you to hci.6~ - 
pq A: That's correct 
[z41 Q: What was your understanding with Mr.Anderson as 
~ 5 j  far as repayment of those expenditures in the went you 
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[I] didn't aercire the option to purchase? 
m A: There was no understanding.Those would have been 
M my - it had nothing to do with the option to purchase. 

[to] treated bn Pacific Rec's books as a loan from you to the 
[!(I corporation? 
[lz] A: That's correct. 
1131 Q: Beyond the capital expenditures, would there be 
I141 anything c lx  in the books on Pacific Recreation that would 
119 reflect a loan from you to Pacific Recreation? 
1 1 1  A: 1 loaned Pacific Recreation a lot of money. 
111 Q: Is there any way to isolate out of the books these 
(181 amounts? 
119 A: I don't bdicvc so. 
PI Q: Let's go back to Exhibit 5. Is the net effect or 
(211 was the net effect of Exhibit 5 that there was a prlcc 

adjustment in the purchase of the business operation? 
I231 A: That was the election of thc accountant for 
I241 Pa~lfic h e s ,  Inc., that that was the way to handle this 
1251 for the morues that were generated, the operatmg profits 
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[I] that were generated, m thc four-month period that I was 
121 mvolvcd. 
p) MR. SLOAN: Arc you asking him d ~ d  he 
(4) ultunately pay less or more than the mhal prlcc - 
[q MR. TAYLOR: Correct. 
[61 MR. SLOAN: - because of this actmty? 
m A: He nlrcady asked that question. 
[el MR. SLOAN: Your answer is - 
[g] THE WITNESS: No. 

[lo] A: I didn't pay any 1css.That is the way they 
[t I] dected to handle it accountingwise. 
[iq Q: Let me ask it this way You agreed to pay 300,000 
(131 for the operation? 
[14] A: That's correct. 
(151 Q: This calculation of $131,137, does that mean that 
[is) you were credited that amount in paylng the 300,0001 
[in A: I can't answer that specifically. 
[la] Q: Let me ask it a different way: How much did you 
[lq pay ultimately for Pacific Lanes? 
(201 A: 300,000. 
(211 Q: HOW much cash did you give to pay Pacific Lanes? 
pq A: I paid $50,000 down. 1 paid a monthly payment for 
pq a number of months, and then, ultimately, paid a final 
p4] payment at the time I Weed the operation in total in 199 
pq - in the fall or winter of 1993, and I don't remember that 
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[i] specific amount. 
121 Q: Bear with me. I am stiU confused by Exhibit 5. 
p] A: These were my monies that are reflected here. In 
(41 other words, under my management, what this says is - you 
R see line 3 down there it says, "Net mcome,August financial 
[q statcment."That was Pacific Lanes' financial statement. 
m They had a loss for the first eight months of that year of 
[a] $95,000, olray.As of the end of December, four months 
[el later, the net loss had gone down $50,000, but it was still 

[rq a net loss which is just a point ofhct, which meant 
[Ill that- 

[in Q: Louisc Pagni began to report to you as of 
[tel September l? 
[la A: That is correct 
~ro] Q: What I still don't understand - and I apologize 
pi] for not undastanding - you came up with a tentative 
~pl purchase price adjustment of $131,0007 
p] k I don't believe that was the dollar amount of the 
p41 adjustment, but I can't say that spcdscally. 
pq Q: The adjstment,without getting into the w c t  
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[tl dollar amount, what was the adjustment, how was it 
121 effectuated and what was the net result? 
PI k My recollection is that the estate's accountant 
[41 took their purchase price horn 300,000 down to 200 and 
[q change. I want to say it was under 210. 
[q Q: You m a n  the amount they were to receive? 
m A: Yes. 
[El Q: SO - 

A: Thcn I madc a 50 - I had already made a $50,000 
[lo] down payment'lhese adjustment were made, gosh, six months 
[I 11 after the event, and it had to do with their accounting 

requirements taxwise, visa-vis taxes, which I don't 
[iq understand what their position was. So the net effect was 
1141 that the business was sold, not reflected at 300,000 on their 
[iq books, but at 2- and change, less the $50,000 down payment 
[iq which resulted in a 1$0somothousand-dollar balance.And 
[in then the $3500 a month was applied to that and it was that 
[IB] note that I ultimately paid off whcn I - I won't even use 
[I q the word "exercise" my option because I never exercised ply 
yzol option when I purchased the red estate kom 
pi) Hoffman-Stevenson, Inc., the following yw.  
pq Q: I still don't undcrstand.W~ there a reduction 
123) in the purchase price from the 300,000 to some lcsscr 
p4] amount based on a postclosing adjustment? 
nsl A: I bdicve. for accounting pumoses. it was 
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11 for? 
q A: That entry, as I recall, was of the accountant's 
y atrapolation of the accounting and legal fees that I 
(1 gcnerated, as opposcd to the accounting and legal fees that 
q a t r c  paid through the account. In other words, if I had 
q owned that operation, which was the intent as of September 
71 lst, I wouldn't have paid Fisher's firm, as an example, but 
B] thc moncy was paid out of it there. 
3 Q: So you got credit for legal fees that you expended 
q in connection with the transaction? 
1 A: Out of the operation of the business, everything 
4 that waslegitimatelymyexpenseandmyincomewasaccounted 
31 for.These dollars represent those expenses and incomes 
41 that wcrc not something that would have been generated had 1 
q dosed September 1st which was the intent. But, yet, the 
q moni_es were expended out of those funds. In other words, if 
q )mu just look at an overview. it made $45,000, and, when you 
:el add back in the expenses that were not relative to my 
~q ownership but the funds nonetheless disappeared, then it 
q would have made 131,000. 
!I] Q: Why wasn't depreciation relative to your 
q ownership? 
q A: Again, I can't answer - maybe that was excess 
~ 4 1  depreciation as a result of their accounting, rather than my 
q accounting. 
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[I] Q: The excess legal and accounting is legal and 
m accounting fces that took place from September 1 to December 

31;is that right? 
(41 A: That's correct. 
pq Q: And that someone decided you shouldn't have to 
Fl pay? 
m A: The accountant made that determination knowing 
[el that I - if I owncd it, I would not be paying any fees 
p! dative to the estate matters, relative to representation 
:iq by Tudl,Anderson, Fisher, et cctera. 
:ill Q: These legal fees, what were they for? 
:iq A: I have no idaThey weren't mine; yet there were 
,131 checks being written out of that money on a basis for ' ' 

(irl services rendered that I am sure that they would or can 
[iq account for, "they," the r,ecipi,enp, the managers of the 
[is) estate. hlaybc it was their mar$gim&ffcc: I don't know 
[la h t  the amngements are or the amount of f e e  or how the 
[is) funds w a e  accounted for as it relates to the representation 
[iq of the estate and the various corporations. 
pq Q: As the dc Eacto owner, did you make any effort to 
pl] determine what legal fees were being incurred by the entity? 
pzj A: No, not at the time, because I didn't lcnow these 
pq expenses were going on. I'didn't go in and check the 
p41 checkbook every day. 
r;rq Q: What were you doing as the de facto owner? 

-9 
[I] A: I was spending money, is what I was doing, which 

is what I always do. I was looking - the operation of the 
~1 business had been doing things one way since the inception 
t.cl of the business in 1959. Mrs. Pagni had been there that 
w Iength of time. H a  daughter had come and gone and come 

again. One of the relative things that was important to 
m Mr.Anduson w;u that these people, who had kept this 
tal afloat, after the untimdy demise of Mr. Hoffman, be 
pj rcwarded at least with employment. So I had committed to 

[iq lave them there and to monitor this activity through the 
[ill accountant.This thing hadn't even had an accountant. 
112) SO I was working with the accountant who was 
1131 getting the checkbook, taking a look at the expenditures and 
(141 classifying them all along as to where they ultimately would 
[iq be - where they ultimately bdonged.And we are talking 
[lq about a very short period of time.And it was after the end 

of the year when all of the expenses for the entire year 
[is) were put in there that he went back and uctrapolated.This 
[iq was an agreunent that he was aware of, and he made those 
m adjustments. I never have then and I haven't since cvy4~aFF2t 
(211 down and aslieif him to explain this, I~$c~ptc,d~,,,,, beaust 3 ~4 .that is his joeh'e represuited t h e ' ~ ~ e r ,  an@& w- 
lal iepresentcd me as the buyer. 
P(1 Q: The accountant? 
[?q A: The accountant. I am not qualified to delve back - 
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[I] into those entries and determine what needs to be adjusted. 
PI He knew the deal. It was I pay $300,000 and I put 50,000 
PI down and I make a $3500 payment on the note and I make a 
(41 $6,000 payment on the lase  to these two corporations.The 
[q amount of cash that flowed in and out of this account, I .4 

161 didn't exercise any control over because, ultimately, it would 
m have been accounted for after the fact and, in fact, was done. 
[a] Q: When did you and Grant Anderson negotiate the 
p] ground rules for the allocations that are reflected in 

[to] Exhibit 53 
[i 11 A: When we discussed the purchase and acquisition 
[iq agreement that is reflected in those two exhibits.That is 
[la] where the September 1st - it was in the one that we signed 
1141 in August-That is why September 1st was irnportant.We 
[is] didn't negotiate that in August.This transaction was 
[is] struck probably months before. It was just at the frling of 
(171 these applications, the formation of the corporation, the 
1181 pecking order in which things had to take place didn't 
[iq happen as quickly as I, at least, might have antiapated 

because I don't understand those routine matters. 
pi] Q: Let me proceed through this then. 
lpl It says, "Add payments m d e  by Pacific Recreation 
p] Enterprises on behalf of Padlic Lanes." Did Pacific 
p] Reacation put money into Pacific Lanes which was thacafter 
w paid out, or did Pacific Recreation make payments directly 
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[I] on behalf of Pacific Ianes? 
m k 1 don't believe either of those. I believe, out 
A of the revenues that were generated by the operation of the 
pi bowling facility, these funds were expended on behalf of 
[s] Pacific Lanes, Inc., out of the revenues that belonged to 
pj l  PaciGc Recreation, Inc.That is what I believe this 
m repraarts. 
[a] Q: FWEc Reacation made X-amount of dollars. Out 
w of that - I'm sorry, Pacific Lanes made X-amount of 

[iq dollus. Out of that it paid fourth quarter business and 
[I 11 payron m e s  of $23,0001 
114 k That is what it says. 
[is] Q: Whatever the number is, plus or minus. 
(141 And you got credit for that in your purchase 
[iq price? 
[iq k I don't know which fourth quarter they arc 
[iq talking about, ather. 
[la] 0: Wd, we can presume it would have been the fourth 
[iq quarter of '921 
pq k If it was fourth quarter of '92, then those 

revenues would have justifiably had to be - I would have .. 

pzl had to pay those taxes if they were revenues generated 
p l  during my stewudship. Quite 6rankly, 1 think this is maybe 
(241 the h t  or the second time I have ever even seen this . 
pq exhibitThat1s a - that is a question that I guess I 
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(11 would ask is, if - were those legitimately my expenses. If 
m it was for fourth quarter of '92, I would think that those 
M taxes would have been owed by me and therefore not an . 

(41 adjustment.Again, I would only say that maybe the question 
[q - these questions should be asked of the man that prepared 
[q the document 
pq 0: It says up at the top he prepared it purmant to 

' ' 
., + 

[el discussions with you and Judge Anderson. 
pj k The discussions that were referred to, as I 

[iq mentioned in the very beginning, was the explanation of the 
[ill dosing of the transaction effective September lst, 1992. 
[iz] That was - 
(131 0: How did the accountant know how to allocate a 
1141 payment to the beneficiary of the estate? 
[tq A: Because the money came out of here and it had 
[tq nothing to do with my ownership. 
[iq Q: The money came - 
[ie] k Out of the revenues generated during my ownership. 
[is) Q: Let me back up.Thc accountant who did this was 
[zq Kevin lverson? 
pc] A: That's correct. 

0: Was he given any written guidelines as to how to. 
p] do Lhis? 
~ 4 1  k' I believe he was given a copy of the document. 
51 Q: Which document? 
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[ i ]  A: Thc purchase and sale agreement. He understood 
[21 that, for accounting purposes, effective September lst, the 
[ g  transaction closcd.Ml revenues and all expenses, relative 

A 141 to the operation of that business, would be left with that 
:s1 account, and all revenues, if there were any, and all 
(61 expenses that had nothing to do with the day-today 
p~ operation of that, would be eliminated. 
[el Q: Would you agree that, as a matter of economic 
191 substance, from September 1st going forward - 

[lo] MR. SLOAN: Going forward? 
11 11 MR. TAYLOR: Going forward - and thereafter. 
1121 MR. SLOAN: Okay. 
[I31 Q: - any legal services performed by Grant 
1141 Anderson's law firm for the bowling alley operation were for 
[ t q  your bendt  because you werc the owner in substance, as you 
[i6] have described? 

-[!q A: I can't respond to what they did for the bowling 
[ iel  alley corporation or the Hoffman-Stevenson. Inc., 
1191 corporation, or the estate or the beach, as they refer to 
(MI Long Beach, and those affairs that were owned by 
[z i j  Hoffman-Stevenson, Inc. I am not familiar with what they 
[p) did during that period of time and how they would have 
[zsj billed that-This would indicate to me, though, $14,600, 
p.11 paid from the revenues of the estate assets to that firm. I 
pq know that I didn't owe them any moncy.Therefore, if there 
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111 were any checks payable to them. it had nothing do with my 

ownership.And that is why the adjustment was made.Yet 
p j  the cash was there, so, therefore, that is where they 
(41 brought the money from. 
[ q  I suppose ,pq4x,a~better way to have presented 
161 thi$ probably,would,have been a formal rental a g r e e m ~ t  or 
m managanent agrcuncnt 
[el MR. SLOAN: I think you arc straying at this 
pi point. Let's go off the record for a second. 

A [to] (Discussion off the record.) 
[ i  11 MR. SLOAN: Hcn is what I am asking, Paul, 
114 why would they pay two months' insurance, for example? It 
(131 doesn't make sense to me. 
1141 MR. TAYLOR: That is what I am trying to find . 
[1q  out. 
[ ~ q  A: I can answer that. If you want to go on the 
[ i q  record, I can answer that. 
1181 Q: We arc on the record. Pleax, why the two months' 
[ i q  insurance? 
pol A: The insurance premium for the ownership period of 
p i ]  January through August, the premium mrncd by the insurance 
(pl company, was an expense of the estate ownership of that 

corporation, okay. I can't tdl you the dates of the 
pd] insurance policies, whether they run from calendar year or 
M some other dates. I can t d l  you that the amount of 
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[I) insurance premium that was paid after September 1st probably 

acceded the four months in value of that insurance. If you 
look at a 12-month period, divide by 12 and multiply times 

141 four, the amount of dollars that went out of the account 
[ q  acceded four months of insurance because they w a e  paying 
(61 in if arrears.That is my recollection or intcrprctation of 
m what that number mcant. 
[el Q: Did you discuss this document with Judge Anderson 
pl before you u m c  h a c  today? 

[lo] A: No. 
11 11 Q: Have you ever discussed this document with Judge 
[ iz]  Anderson? 
I131 A: Not that I r e d .  
(141 Q: Have you discussed it with Judge Anderson within 
1151 the past two months? 
(14 A: Not that 1 r e d .  
fir) Q: Did you talk to Judge Anderson following his 

il [la] deposition? 
(191 A: I told him that I was coming up here. 
120) Q: Following his deposition, did you taIk with him? 
PI1 A: I must have. 
Ipl Q: Did you discuss the substance of his testimony , 

p ]  with him? 
P I  A: No, I did not. 
V n  0 :  any way. shape or form? 
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[ i ]  A: No, 1 did not. 
p )  MR. SLOAN: Are you going to f d s h  in a 
pl now-half-an-hour? 
(41 MR. TAYLOR: Off the record. 
[s] (Discussion off the record.) 
R Q: Let me go back to Exhibit 5, Mr. Hamilton.Thc 
m adding back of the September through December profit, 
[el putting aside the particular numbers and whether it was 
(91 higher or lower than 45,000, was the principle that they 

[lo] were going to treat you as having owned it as of September 
[ i  11 1st; therefore, you should get the rights to the profits 
1121 that accrued in September through December? 
1131 A: That is the question? 
(141 Q: Yes. 
[is] A: Was that the principle of the agrcement?Yes, the 
[ i q  profits or the losses. 
[ l a  0: That I understand Depreciation of $25,000, why 
[re] did you get the benefit of that? 
119 A: That- 
[zo] Q: The thought being if it had dosed September 1, 
p i ]  you would have taken that depreciation on your books? 

A: Without knowing the basis of that depreciation, 
[n] which that was a basis on my cost basis or a depreciation on 
p41 their cost basis, that number was what was charged to the 
pq operating statunent as an expense. I am going to presume 

Page 66 
[I] it was on their asset base; therefore, it wouldn't have been 
121 my expense. So, since depreciation is a deduction, it 
pi needed to be added back on because it had nothing to do with 

my operation. It had to do with their ownership. 
[ q  Q: This "Excess legal and accounting," this was money 
[ q  that was paid out of Pacific Recreation? 
m A: Money that was paid out of this account which was 
[a] still Pacific Lancs.AlI of this - 
pl 0: Pacific lanes. I am sorry. 

[lo] k RightThat was not rcIativc to the 
[I 11 operation of the business from September 1st to December 
114 3lst, as it rdatcd to me. 
[i3] Q: But YOU weren't buying the cash on hand of the 
1141 operation, were you? 
[IS] A: I did, yes. I think, if you look at the closing 
119 statement, you will see an adjustment w h a e  it says "buy 
1171 b W  of something for $5,000 or something. 
[le] Q: Take a look back at Exhibit 3, paragraph 11.You 
1181 weren't buying the cash Maybe I understood you to be 

testifying that you were going to buy it, but, as I read 
PI) this, it says you did not buy it? 
~ Z I  k k c  point was, for $300,000, I didn't ,buy thcir cash 
[nl or rccavables.What I bought was the inventory, equipment 
1241 and goodwill. 
pq As a complctdy separate matter, on the day of 
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111 dosing. %ere is an amount of cash in the building, till 
m cash, which is referred to as bulk. Different people refa 
R to it different ways. I wrote than a check for that amount 
PI of money, rather than them take their cash and you run 
[51 across the street to the bank, the real bank, and cash a 
[ q  check. 
m Q: T I  cash was, presumably, a couple thousand bucks 
P I  mybe? 
PI el It  was 5,000 bucks.Thae is an impressed amount. 

[lo] That is the way these businesses are. 
[ i l l  Q: But going back to this excess legal and 
[ t q  accounting, this reduced the amount of cash that was in the 
114 business for Pacific Recreation? 
[I41 A: Right. 
[ i q  0: Why did you get credit for that if you weren't 
[ t q  buying that ash?  . . . . . .  . , ., ... , . .. , . .  t . ,  

[ i q  A: &cause it was out of my operation. Let.mc make ' ' 
i tel  an overstatement that might make some sense here hopefully. 
[lo] I thought about this. 
ROI Out of all of the assets of the estate of Charles 
p i ]  Hoffnnn, the only source of cwh, the only source of 
pq rcvcnucs - I hate to use the word "revenues" because that 
@I would imply net - the only source of money, of any 
p41 substance, w s  the bowling alley. It is a cash business. 
psi So, for all the activities of Hoffman-Stevenson. Inc.. or 
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11 Pacific Lanes, Inc., or anything else that had to do with 
2) that estate, all of the obligations had to bc funded out of 
31 this one source. 
;dl So, if I had been able to close, I would have 
;sl taken the revenues on my books, paid the expenses that were 
i61 indigent to mine, and I woultl have had a net amount left 
m over, and they would have gotten their payments of $9500 a 
(81 month and that is the end, and that is what did happen 
p ]  beginning January lst, 1993. 
101 Prior to that time, though, since I couldn't 
I 11 officially dose, it had to be operated under thcir licenses 
14 and thcir corporate entity. So, all of these monies went 
131 into an account under their control, not under my control. 
141 We had an agreement whereby the funds or the losses were 
iq mine. So, as they paid expenses that had nothing to do with 
1 q  the bowling alley or the bowling alley operation, that is, 
iq bu@g booze and buying shoes and buying balls and paying 
181 wages and things of this nature, as they withdrew those 
iq funds, totally under their control, there had to be an 
201 adjustment for that. 
7.11 SO, either they owed me 131,000, if that is in 
q fact the ultimate adjustment, or 1 took a prepayment credit. 
,=I And I had agreed that I would take the prepayment credit. 
241 Now,if you follow that point from September 1st on, this 
?q operation then made money for another month or so and then 
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[I] it goes into the tank and it loses $50,000 a month. It is a 
m race to the end of the year, as is indicated by that $95,000 
pl number upfront. It was $95,000 in the hole as of the first 
(4) of September. 
[q Even though they used a calendar year, I chose a 
[q fiscal year that more accurately reflected the season, 

(141 bowling alley, restaurant? 
[ ~ q  A: Yes, day-tmhy operation, not theit corporation. 
114 Q: You had not yet received approval for transfer, 
[iq for example, of the liquor license from - 
[ia l  A: For the creation of the liquor license for my 
[is) corporation I wwn't buying their corporation. I wasn't 

transferring. It was a brand-slew license. 
pi] Q: Liquor license in place? 
f2~j A: Same thing; I had to create my own liquor license. 

Their licenses were in place. So I just managed that '. 
~4 operation under their licenses which was a permissible 
pq activity. 
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111 0: That was my next question.You concluded it was a 
m permissible activity? 
M A: m t ' s  c O ~ ~ C C L  

141 Q: How did you so conclude? .. . .. ,-..., _,  .,.:.,-* -F,7& 

rq , A.-,&aue &?d~er~@2?.;g: 
q k t .  
m %v& dbrHc&jion;~&.thg~~~&#~"of ~ t ' c ' b ~ f ~ ~ . % . ~  

Q: SO, as I understand i5.fo~,purposcs of the liquor 
tsl p r w ~ + , t h e  ~ ~ ' l i & . & - + ~ , ~ ~ ~ ~ ~  

1101 chingc:in.odrmuship? ' " ' 

..-_, 

11 11 A: Exactly. 
(121 Q: For purposes of the price paid, there was a change 
[cq in ownership dfectivdy? 
(141 A: No. For purposes of the operation of the 

&, .a .@a as ac~tc .ocsa ipuoKf .  
pq !A:' BY rnji Li;~ffstanding,~6~','., 
p41 Q: Was there disclosure to the State Gambling 

Commission of this arranacment, that is, dc facto ownership, 
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(11 let's call it? 
[ a  A: I can't recall. 
A Q: In fact, the reason the transaction did not dose 
141 is because the requisite permits from the State Gambling 
(51 Commission and the State Liquor Board had not been received; 
161 is that right? 
I7 A: That was the reason that I couldn't dose. I know 
(el the liquor agency was aware of that. 
pl Q: Aware of what? 

[lo] A: That I was there, as was the Gambling Commission 
[111 formally aware that I was there. I don't know that I ever 
112) sat down - as far as I know, Grant Anderson never spoke 
1131 with these people. 
1141 MR. SLOAN: I think we are getting a little 
[iq remote from what he is after. So let's shorten them up. 
[iq I do want to state one thing, just one thing. 
[la The applications for Pacific Recreation Enterprises to the 
[ la] gambling and the liquor board were by mc.Thc 
[iq representations that were made were by me.Thc carncst 

money agreement, called Business Acquisition and Lease 
pi] Agreement, that they received was the one dated September 
pa 19. 

Q: The one who received? 
1241 A: The agencies. 
pq Q: The representations that you say were made to 
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(11 liquor and gambling, what representations? 
w A: They are on the application. It is like this. 
R You receive this from the Gambling Commission via, no doubt, 
[4] Mr. Schafer.That is Exhibit 3. Paragraph 13 d was amended 
[ q  from the originaf agreement so that there would not be - 
[q this..kind.of thing caused than g r a t  concern Wysc we 
m passed the dosing date; so we had to rcdrafl5t!All'%t'.' 
pq really had to change was this. .. 

[sl$ Q: G u x d  who great concern? 
[iq A: The regulatory p r o c p r s ,  for Iadc of a better ,: .,. 
[I 11 .word;Thk agents that are.invohrcd,you know, that @i& 
1121 you 'through thcsc things, change this, do this, you know. 
1131 MR. SLOAN: "This" means more than one thing. 
[14] You said I want to say one more thing. 
[ ~ q  THE WITNESS: I know. I know. 
[1q  Q: So we have a transaction that doses on or about 
[iq December 4 of 1992; is that correct? 
[iq A: I believe the transaction dosed - "dosing" is a 
[re] rclatme t m T o  me, it dosed January 1st 
120] Q: HOW about the documents? 
p.11 A: The documents were signed on the date that they 
tpl were Wed. 
123) Q: December 4th? 
p.41 A: If that is the document I don't have any 
lzs~ documents dated chat so - the purchaser's dosing 
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[el Q: It is;Docsn't it say that, "If any legitimate 
(rrl monetary error is discovered, such error shall be assessed 

[ ~ q  and immediately collected from or refunded to the 
[I 11 party liable for or entitled thereto"? Am I reading that 
112) correctly? 
(131 A: To the extent that I ever read it, I would imagine 
(141 that is what it says. 
(151 Q: The actual treatment - 
1161 MR. SLOAN: I am going to object to the form 
P. of the question as asked.You said the document isn't 
[la] accurate, and then you are trying to impeach him by setting 
1101 up a strawman and knocking him down. I think that is 
p] improper, Counsel. 
p.11 MR.TAYLOR: I am not trying to set up 
122) anything or knock down anything. 
[nl Q: I am just trying to understand, according to the 
p 4 l  dosing statement, the ad'ustmcnts, if any, to the figures 
pq therein were to be basedon any lefitimate mone~ry  error; 
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111 is that correct' 
12) A: That 1s what it says. 
13) Q: The actual adjustments, though, were based on 

-1-1 141 factors other than lcgitunate monetary errors? 
[sj A: That's correct. 
161 Q: Why wasn't the closing statement draffed to 
m reflect theyas of" treatment of the transaction? 
181 A: I didn't draft it. 
R Q: You signed it? 

1101 A: I signed it. 
[I 11 Q: Was the "as of" treatment of the transaction, when 
(121 I say "as of," the dc facto ownership beginning on September 
1131 1,1992 - was that agreement reached before or after 
1141 DecMber 4th? 
[is] 'A: That agreement was reached w d  before December 
1161 4th. 

-113 0: Did you ask that that agreement be reflected in 
1101 the purchaser's closing statement? 
[ i g  A: No, I didn't. 
[20] 0: .Why not? 
pi1 A: I am sure you can tdl by now that that kind of 

thing doesn't affect - it is not really anything that I 
[nl would really focus on. I had an understanding.'I'he 
p4j understanding was met I had no reason to get involved in 
pq the drafting or the way it was written.The effect of it 

Page 75 
[i] was understood. I can t d  you, until this very moment, 
m when you pointed that out, I probably never read that 
p ]  paragraph. I looked at the numbers. 
141 MR. SLOAN: The reason why I objected, 
151 Counsel, you said, "Is that statement accurate?" Wd,  that 
161 statement was made, apparently. December 4.What happened 
m later doesn't determine its accuracy. 
[el Q: Beginning in early fall of 1993. this deal was 
pl restructured; do you r e d  that? 

A: I wouldn't characterize it as being restructured. 
0 :  How would you dunctcrize i~ 

[ i q  A: I would characterize it that I purchased the r d  
1131 estate complctdy separate from the option, and I paid off 
1141 the balance owing on the contract. 
[ i q  Q: How did that come about? 
[ i q  A: Late spring 1993, I came to the conclusion that I 
[ i q  had too much short money for my appetite invested. 
1181 Q: One more time. 
pq A: I determined, in my estimation, that I had more 
POI short money - meaning, I had put more money without terming 
PI] it out in any loan - than I wanted to have.And I can't 
tp) tdl YOU what that was. I can only tell you that it was 
ml obviouslv the hundred thousand dollars that I ha4 in my . . 
t21) own mid, figured that I would put into this thiniand - 
pq several hundred thousand dollars is beyond this that had - . 
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[I] gone into physical improvements, not only in the building . 
w but in the opention. I dealt with salaries; I dealt with 
M bendts; I dealt with vacations; several hundred thousand 
(41 dollars'worth of upfront expenses without realizing any 
[ q  revenues. - 
[ q  The season wouldn't begin until the fall of 1993. 
m So, I started looking for term financing to take my 
[el otherwise short-term investm,ents and put them out over a 
fel period of time. 

[lo] Subscqucnt to that initial thought process. 1 
[I 11 guess, there was a major structural  defect that was 
[ l a  discovered during our runodeling process. It was not 
[is] disclosed. I was not aware of it. But it was material.1 
1141 didn't know how material. 
[is] The effect of that discovery resulted in a meeting 
1161 with city cnginecrs; a structural engineer hired by me 
117) through an architect who was in attendance who was designing 

-\ [ie) my cocktail lounge; the insurance agent for Pacific Rec was 
(191 in attendance; the insurance agent had turned in a daim to 
[201 the ~ n d m i t e r  who had an adjuster in attendance, and I 
~ 1 1  believe Mr. Hocfcl representing the turn of Fisher, Koppe & 
~ Z I  Hoefel at that time, was in attendance. 
(231 I t  was detcrtnincd at that time that this 
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11) bowling alley was closed. 1 don't remember when I involvcd 
111 this law firm. It  wssn't for somc time, if I remember 
p ]  correctly. 1 was informcd, by the adjuster, that the company 
141 was probably going to deny coverage.The estate was still 
[ q  the owner of the building. I was a tenant. 1 can't speak 
R for the estate. 1 can only presume. I knew I had to fuc 
m the building. 1 was already too far in to back out. It 
[el wasn't my original intent to have any more than a hundred 
[el grand into it which I felt that I could leave on the table 

[ i q  if it turned out to bc a bad deal. 
11 11 What I was capable of underwriting was the 
[12] financial considerations of thc business from operating 
(14 statements, not the physical structure. 
1141 So the estate, I guess, in an effort to separate 
[ i q  itself from a liability of ownership of a structurally 
[ i q  unsound building, had a possible claim for me for 
[ i n  misrepresentation or lack of representation or lack of 
tiel disclosure, even though the contract had all of the 
[ i q  necessary words in it, "as is," things of that nature, and 
POI my desire to recova monies that they didn't know that I had 
p i ]  into it resulted in a negotiated purchase price of the 
[PI building and a payoff of all outstanding balances. 
[rjl Q: Who was involved in those negotiations? 
p 4  MR. SLOAN: Which? 
pq MR. TAYLOR: The negotiations which Ied to 
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[I] the purchase price. 
m A: I spoke with Stevc Fishcr, the senior partner of 
N the firm, and the person representing - I guess he replaced 
[4] Grant Anderson in that capacity. 
[sl Q: What discussions did you have then with Grant 
161 Anderson in this regard? 
m A: I don't believe I had any discussions with Grant 
181 Anderson in that regard. He had been on the bench a year by 
[el then or had separated himself from this. So there were no 

[ r q  negotiations with Grant Anderson. He had nothing to do with 
[t i ]  it. 
(12) Q: He signed the final papas. 
[la] k I understand that. I believe that was strictly to 
114 do with the hc t  that he was still named as president of the 
[is] corpontionThcy had never dealt with that one issue. I 
[ i q  don't know what other issues there might have been in the 
[ i n  corporation, but, as it relates to me, it was strictly a 
[is) deed. 
[is] Q: So, did you have any discussions, whatsoever, with 
[201 Judge Anderson concerning the bowling alley following 
PO January 1,199P 
t p ~  A: I a m  certain that I asked him questions. 
I Q: What kind of things? . . 

P41 A: AS I mentioned Gore ,  operational questions, 
psi people, what is this person capable - this is the way it 
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111 looks to mi, you know - people - when did you do this; who 
m did t h a ~  who is the contractor; things that were not 
p~ readily available that he would ha~e in his personal 
141 knowiedge as the previous owsccr, I guess. 
(s] Q: He was the president of the company which was your 
[q  landlord at that time; is that correct? 
m A: I didn't h o w  that that still existed, no. I knew 
[el that he signed the original documents. 
p] Q: This was in the fall of 1993 that you learned 

1101 this was a life-threatening situation? 
[I 11 A: Summer, late summer. 
[ i q  Q: When were the repairs made? 
If4 A: They arc still being made as we speak. 
1141 Q: When was it restored to a non-life-threatening 
[ i q  situation? 
[is] A: ~mmediatcly after that point.Wc started working. 
117) on it within the wcek. 
[la] MR. SLOAN: This is the subject, in part, of a 
[IQ] lawsuit. 
1201 MR. TAYLOR: I understuld. 
PI] MR. SLOAN: Which is settled and ovu  with. 
rn A: In 19%. 
~ZN <Exhibit 6rnarked 
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1 (Short recess.) 
3 Q: Does this letter describe the terms of the deal by 
11 which YOU ultimately bought out or bought the ground and 
II buildings? 
;I A: Just a moment.?his is going to sound strange, 
9 but 1 don't believe I undcrsmd all of the numbers in here. 
1 There are three specific numbers. 
31 Q: Lct's willk through it. 
q First Interstate was making a loan to Pacific 
4 Recreation Enterprises, right? 
11 A: Yes. 
,g Q: A loan of approximately 900,000? 
q A: Exactly 900,000. 
41 Q: Out of that loan, Pacific Lanes was to receive - 
q well, out of that loan, the bank was going to pay a note 
61 owed by Pacific to First Interstate of 108,000? 
q k That is what it indicates. 
81 Q: Do you have some reason to bdieve that is 
91 incorrect? 
01 A: No, I have no reason to doubt that. It wzs 
q 150,000 when the deal was closed. I do remember that. But 
q that is already. Say that was the balance owing on that 
31 1oan.That is what it says hue. 
141 Q: Who paid the 42, or do you think this is just a 
q typo? 
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111 A: No, I think the difference was paid by my payments 
m in the intmening months. 
PI Q: When you say the deal dosed, i.e., back in - 
141 A: :92. 
1q Q: Then you are directed to pay the principal balance 
161 of 109 in satisfaction of a note from Pacific Recreation to 
m Pacitic lanes.'That was the original note for 250,000? 
[81 A: That's correct, that was the balance owing at that 
fsl time. 
101 Q: That balance owing reflected, in part, the 
111 adjustments we have spent so much time on? 
19 A: I would think so. 300,000, less 50, less the 
131 adjustments, lcss the payments. 
1.41 Q: Then the final disbursement was the 400,000 
:lq payment to Hoffman-Stevcnson.That was to buy the land? 
q A: I bdime it was all added togethu; ycah.This 
:1q was the way they wanted it disbursed. Keep in mind the 
:la] option was, in my mind at least., for my explanation, was 
;iq negatcd.There was no option.?his was an absolute 
pq independent purchase arnngcment. 

. . p i ]  Q: The option provided for a purchase price of 
pq 600,000 in October 1994.This is October 1993, and it is a 
[nl 400,000 purchase price effectively? . 

p 4  A: Again, that was the amount of money that 
pq Mr. Fisher wanted allocated to that purchase. - 
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11 Q: Was any money paid on that purchase above and 
m beyond the 400 that was allocated out of the loan? . .. . 

p] A: The excise tax affidavit reflected a purchase . . . 
141 price of the land and building of the 400, plus the 108, 
[ q  which w;u their underlying balance. So it was 508,000 and 
[sl change. 
m Q: You lost me. 
[el A: The second paragraph,, you referred to their loan 
p] of 108. 

1101 Q: Yes. 
11 11 A: That was their balance. 
i Q: Pacific Lancs? 
1131 A: Hoftinan-Stevenson balance to the bank. 
1141 Q: The letter says it is an obligation from Pacific 
Its] Lanes to First Interstate; is that wrong? 
Ilq A: My recollection is the loan was in the name of 

Hoffman-Stevenson, Inc.. to First Interstate. I don't know 
1181 the relevancy of that. I mcan, I don't know what difference. 
p e l  it makes. 
Iml Q: I am just trying to understand dlc transaction. 
P11 So, effectively, then, the purchase price for the 
IW ground and the buildings was 508,000 which consisted of 

taking Pacific and/or Fioffman-Stevenson out of their loans 
I241 to Fist Interstate? 
psi A: Yes and no.Thcy had received $50,000. 
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111 Q: Earlier. 

A: They had received a number of payments of $6,000. 
A Q: The monthly payment? 
141 A: Exactly. 
1s) They had received 400,000 in cash and they got ., d . . 
161 their $108,000 loan paid off. If you negate the 6,000, they 
m received 400; they received 108; and they received 5O.That 
[a] was the satisfaction, in monetary means, for the purchase of 
R the real estate, the land and the building. 

[ ~ q  Q: In connection with that transaction, did you or 
11 1) P a a c  Recreation pay any money to either Steve Fisher or 
119 the law firm of Fisher, Koppe & Hoefel? 
1131 A: Yes, I did. 
1141 Q: What? 
[iq A: I can't tell you the dollar amount. 
[ i q  Q: Was it approximately 15,0007 
1171 A: It was in that area. 
[ la] Q: Why? 
1191 A: That was the cost of, as he reflected it, 
w preparing the documents; spending the time in the 
p i ]  negotiations.This took a matter of some time and I can't 
[pl tdl you - it covered over a period of months. 
[n] Q: Had you agreed to pay the seller's fees, legal 
p4]  fees? 
pq A: I don't know whether I agreed to pay the sdler's 
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[I] fecs at all. 
m 0: Why did you pay them? 
R A: I don't know that I did. He was negotiating. he 
141 told me, a net payoff, a net dollar amount, and, any costs 
[q that were incurred along that line, I.would_ have to pay. By 
[q implication I don't know that that r n d  hi didn't bill the 
p~ other side, too. He presented me with a bill when the 
[a] transaction was over with. 
R Q: A bill for his services? 

[iq A: Exactly. 
[ill Q: Rendered to whom? 
113 A: Rendered to the transaction. 
[tq Q: And you paid that? 
114 A: I paid thatTo the firm of Fisher, Koppe & 

' 

[ ~ q  HodcL 
[ r q  Q: Forgive me if I have asked this: Is there 
1171 anything in writing reflecting your obligation to pay that 
[la] money? 
[re] A: I don't believe there was. I think it was just an . . 

understanding between he and I.When he came up with a : 
pi] number, that was the fee. . . 
122) Q: Was there a Dr. Williams involved in the bo& - 
pq alley transaction, either at the front end or the back end? 
p41 Does that ring a bell? 
pq A: No. I know who Jerry Williams is, if that is what . 
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111 you u~ referring to, Dr. Jerry Williams. He had nothing do : 
g~ with me. 
PI Q: Did he have anything to do with the sale of the 
~1 ground and buildings to you? 
[q A: Nothing to do with my transaction before, during ,. 

and after. I know Jerry Williams to be an investor. I know 
m that he ultimately bought a bowling alley in Seattle or two. .. 
pl I haven't seen Jerry Williams, although I know who he is. 
[el That is the first time I have ever heard his name rdatcd to 

[iq this t~msaction. 
11 11 MR. SLOAN: Could you keep your voice up, 
114 Counsel. 
[iq MR. TAYLOR: Okay. 
~ 4 1  Q: In October of 1993, at the same time that you were 
[iq dosing - and 1 use that term loosely - the deal with the 
[iq HoffaunStevcnson interest, you rcIinanccd the property - 
[la strike that. 
(tel You used the bowling alley property to secure a 
119 $900,000 loan from First hterstatd 
poj A: That's correct. 
pi] 0: Was there any other property, other than the 
122) bowling alley property, used to secure that loan? 
mi A: No, there wasn't. 
PI Q: Do you know why the bank was willing to lend 
84 $900.000 secured only by the bowling alley vro~erty? 
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I truth. I know that I got a copy of it and that I looked at 
1 that and it accurately reflected thc transaction as it 
1 related to the bank. 
1 The last discussion I had with him about anything 
1 to do with this was within the last few weeks whcn I told 
.I him or days - I don't remember how long it has been since 
1 we madc this appointment today. 
11 Q: What did you tdl him? 
1 A: Just the fact that I was going up to give a 
9 deposition. 
I] Q: What did he say? 
7 A: I don't believe he said anything, just a matter of 
11 fact I think more than anything. 
11 Q: What were the circumstances that led to the 
9 creation of the affidavit that has been marked as Exhibit 27 
4 ' A: I am not sure I can remember the circumstances. I 
I ]  belie& that - I can't tell you whether Mr. Bulmer called 
q me or Judgchderson called me and asked me to state my 
31 rccollcctions in writing. I know that I took a shot at it 
01 and talked to Phil. 
11 MR. SLOAN: Didn't I tdl you Bulmer askcd mc 
21 to do it? 
31 THE WImESS: Yes. 
41 MR. SLOAN: Counsel, without testifying, I 
q believe Mr. Bulmer and I spoke and he madc the suggestion 
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11 that 1 obtain this. 
q Q: Did you know for what purpose this affidavit would 
pj be used? 
141 A: No. 
151 Q: Did you ask? 
[q A: Well, I was aware of thcsc ongoing investigations 
m as a result of starting with the conversations with 
[a] Mr. Schafu and then different interviews and phone calls 
w from the Bar. I don't remember if there was anyonc else 
lq involved. I don't even recall when that all started taking 
111 place. It was quite some time ago.And I invoked Phil and 
tzj Tom immediately upon meeting with Schafer, former partners, 
11 including a meeting with Doug at Sloan's office. I didn't - 
141 find this request inconsistent with anything. It was just 
is1 stating what my intents wue. 
iq (Exhibit7marked 
in for identification.) 
181 Q: Take a look at this. 
1 4  (Short recess.) 
9 (Discussion off the record) 
211 A: I believe in their office almost daily. 
q Q: Whose office? 
nl A: The law office. 
241 Q: Sloan, Bobrick & OlcUield? 
2 q  A: (Witness nods hcad affmnativcly.) 
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111 MR. SLOAN: InTacoma, it is referred to as 
(21 "the law office." 
p j  (Discussion off the record.) 
(41 Q: To your knowledge,has JudgeAnderson ever told 
[q anyone that the CadiU3c payments were a commission for his 
[q work in selling the bowling alley to you? 
m A: I would havc no idea what Judge Anderson said 
[8] about that. 
(91 Q: Has anybody ever told you that he made such a 

[lo] statement? 
[II] A: Nope 
114 Q: Was Judge Anderson aware of the $15,000 payment to 
1131 the firm of Flshcr, Koppc & Hocfcl In connection with the 
1141 final transacbon? 
[I51 A: Not by anything that I would havc said. 
1161 Q: Is there a reason you did not.tq hip?, 
[11I .A: Ope; he di+f ask; and, two; I didri't think it 
I181 ~ a S ' h $ ~ f ' ~  b~sin'css. 
119 Q: Why not? 
pol A: Judge Anderson, for my Intents and purposes, 
[21l exlted this entire transaction with the dosing in '92.Thc 
Inl only information or the only communications that I had with 
[nl him subsequent to that and prior to these - this - 
p41 whatever the heck you want to call Schafer's ravings - were 
p5l related to question; about the operation that 1 feltxc 
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[I] could assist me in, and that is whenever I could find him 
m and it was convenient. Me was very helpful. 
p ]  Q: The last page of Exhibit 7, did you review that 
(41 before it was scnt? 
[5] A: NO. 
[q MR. SLOAN: Excuse me, Counsel, attached to what you 
m gave us is a fax cover sheet. 
[el MR. TAYLOR: Yes.That is what I :a 
p ]  referring to. 

[to] MR. SLOAN: You are asking Mr. Hamilton if he 
[I I] had rcvicwcd what I faxed to Doug? 
(12) MR. TAYLOR: Yes. 
1131 Q: Before it was sent? 
1141 A: NO. 
[IS] Q: When did you see it? 
(161 A: I don't recall, probably whcn I was putting 
[ i n  together the information for this complaint and reviewing it 
[ie] with Attorney Sloan. 
1191 Q: Had you discussed with anyone the language that 
1201 appears in thc lower right-hand corner? 
p i ]  MR. SLOAN: My writing? 
pq MR. TAYLOR: I presume that is your writing. 
[n] MR. SLOAN: I wrote that document, Counsd. 
PI If you want to ask me questions, I would be ddighted to 
pq answu them. 
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[I) Q: Have you discussed it with anyone, Mr. Hamilton? 
m A: (Witness shakes hcad negatively.) 
p ]  MR. SLOAN: I am serious about this because, 
(41 if you wish, the reasoning why I wrote this, I would be 
[q delighted to tdl you. 
[q MR. TAYLOR: Sure. 
m MR. SLOAN: I told Doug, in that mccting the 
[el day before, that I was very concerned about his mental 

1 p~ hd th ,  that Bill and I, Mr. Hamilton and 1, offered 
[ i q  pusonally to contribute towards the cost of psychiatric 
[I 11 counseling. I have a fair amount of experience in mend  
1121 health problems. 
[IS] Tomorrow I am going to the funeral of one of 
[141 my colleagues who committed suicide last wedc His behavior 
[is] was absolutely consistent with what I perceived Doug's was 
[ i q  at the time.Wc were very distressed. I told Doug in our 
(17) mceting in my office that - let me say this - Doug took in 
[la] as a colIeague, Jim MaGec, Iawya. Jim MaGce went straight 
[ i  q bom our 6rm to Doug's firm. He was simply an intern with 
pol us. He was never hired as an attorney. Jim told us that he 
p i ]  was vcry worried about Doug.Then we hcard innuendoes fiom 
pq other lawyers and comments: "Guess what Doug is doing now." 

Itnl I thcn asked Doug to come ovcr with Bill, and 
p 4 1  wc had this meeting. I told Doug - and I remember this 
gq vcry dearly, this part of it - I said, "Doug, I was your 
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[I] partner when your boys were born I know you arc hurting 
m financially. If you lose your license to practice law, you 
p ]  could lose everything." I said, "Ihesc Ictters" - 

I 141 By thcn I read the letter that he wrote to 
[q all of the judges. But it was being circulated as an item 
[q of interesting gossip around town and so forth. But I had 
m never heard Doug swcar in all of the ycars that I had known 
[el him. I met Doug when I sat for the Bar review course at UPS 
PI in 1978. So I had known him quite awhile. 

[ l q  In that mccting with Bill, Doug was swcaring 
I [I 11 like a trooper, and I, in my lay knowledge, diagnosed him to 
[ i q  be in a manic state. It was with that spirit that Bill and 
(131 I said, "Look, setting aside any legal problems here, if you 
[14] losc your license to practice law, you are going to 
(19 jeopardize your whole M y . "  I h o w  Doug is a very, very 
(161 devoted family man. 
117) He then went off on a rampage of swearing 
[IB] about what he thought about the Bar, what he thought about 
[ivj lawyers, what he thought about judges. I said, "One thing 
pol you cannot do, Doug, is go around tdling people 
PI] communications that Bill made to you in the coursc of your 
[nl representation of him, and, furthermore, you are misquoting 
ml him and misstatina the truth." ,. . - 

p41 He was swcarXg and out of control. I don't , -  - 
jpq know about Mr. Hadton, but I had never seen Doun swenr 
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[il ever. I used to play racquetball wlth him in addibon to 

practicing w~th  him.Thcre, you swear. 
R That IS why I wrote that last paragraph. It 

-) 14) wasn't to threaten h m ,  m terms of physaal v~olcncc at 
W all- 
161 Doug built his house with his hands. He 
m bought an older house and remodded it totally by using 
[el instruction books and things.Things like that where he had 
191 a philosophy that he wanted to practice only a reasonable 

[lo] number of hours a day, not 24 hours a day, ct cetera. So I 
[i 11 was thinking, if you lose your license, you lose everything, 
[tz) and SO, if YOU don't care about yourself- because you told 
(131 us you don't care about all of these things - at least 
1141 think about your family and so forth.That is why I said 
[is] here, "If I can help, please call," and I sincerdy meant 
[tq it. 
. 1171 A: I had put off filing this, as you can see, for 
-lie] seven months, from the time of the meeting. Doug Schafer 
[iq called me in Decembcr 1995 and wanted me to meet him.This 
[mi was over three years after his representation of me. 
pi] Subsequent to formation of Pacific Recreation 
[nl Enterprises, Doug did some trusts for my personal use. 
p l  estate planning, wills, things of that nature that were 
p41 within his cxpertisc.And I - the reason I used Doug was 
1251 that he was never busy. He was reasonably priced and very 
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[ i j  responsive. I never found him making any unsolicited 
m suggestions, just taking my desires and putting them in a 
M format and introducing me to the various vehicles that might 
pl be used for tax planning and estate p h n h g .  
[q Prior to that time, I used Doug to represent an 
[q interest in challenging some improprieties that I viewed as  
m a stockholder at First Mutual Savings Elank in Bdlcvue, 
[el Washington, and, in hindsight, some of his fa-vor worked to 
[9) 'my advantage at that time. So 1 didn't rally question it, 

[iq other than it seemed unnecessary, I I seeing here. 
i 11 Whcn he called me, as a friend, in 1995 December - 
113 I don't remember the day of the week it was - we made a 
[iq date to meet in the neighborhood, have a cup of coffee. I 
($41 had, for the first, the last, the only time the previous 
[iq Friday met Grant Anderson in chambers for IundLUThilc I 
[iq sat in the audience, waiting for whatma matter they were 
[in dealing with, it turned out the matter was a feesplitting 
[la] negotiation, as it were, among a number of attorneys - I 
tie] want to say there were scvcn or eight attorneys prcxnt - 
~zol one of the names that came up, that wasn't prexnt when they 
pi] presented the order, I heard "Douglas &hafa." 
pq  The trustee or personal rep, whatcva it was, of 
[yjl this particulu estate was not recommending any payment to 
~ 4 1  Mr. !jchafer. 
ps] h o s t  irnrncdiatdy, like the next day or the day 

Page 100 
[I] after, I get this call; he wants to meet.And he starts off 
m on the judiciary in g c n d ,  his work in guardianship 
pi reform, that I knew nothing about and his dissltisfiction, in 
p] general, with the process, and then he takes off on several 
[q judges, including G m t  Anderson, and starts dredging up. 
[q three and a half years after the event, his now, I figured, 
m self-serving recollections of what I might have said or 
[q disclosed to him in the formation of F'adfic Recration 
p~ Enterprises. He had drafted some of the documents that you 

[tq scc.Actudy, none of the documents that you presented 1 
[ill don't believe were ever drafted by him - the formation of 
[iz) the corporation was what he was hired for but he had these 
[la] documcnts.The same wly that I had hired himin 1990, to 
1141 form Sound Banking Company for exactly the same reasons. 
[iq He didn't have anything else to do. was always 
(161 very responsive, competent in filling out the forms, very 
1171 attentive to detnil, which I am not, and experienced when he 

A [ie] was either an associate or partner at Graham & Dunn and. 
[ie] prior to that,at Johnson, Ianc & Gallagher. 
tzol So, starting in 1975, he had been in and out of 
Pi] these different relationships. He left the Johnson. h e  & 
[22j Gallagher fim, with Jim Gallagher, when he took the - 
1231 kind of the entourage banking group ovcr to C h a m  Sc Durn. 
4 And then he left from there, I bclievc. after he 
psi did the acquisition vaverwork for Western. which was my bank, 
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[i] when we purchased the bank in Federal Way. I remcrnbcr him 
M leaving there shortly thercaftcr.Whcn I asked for him the 
p] next time. I was told that I had to be represented by 
141 someone else. I could tell why. His bill was 15,000; 
R someone else's was 200,000.That is what that meant to 
[6] me.\krhen I needed something done, I fdt, in his area, I 
m felt that he could handle that. 
[el So, 1 know that I represented, over those years in 
[91 my efforts. a substantial, if not the majority, of his 

[lo] income. I was taken aback when he took off on G m t  
(111 Anderson three and a half years after a transaction and 24 
[tz) hours after his court, that I happened to be sitting in, for 
[t3] the only time in my life, an order was signed denying a 
114 five-figure fee or a high four-figure fee. I questioned him 
[is] about his motivation for this now untimely but self-serving 
[iq rccollcction which was wrong. 
[iq Diffacnt people can see things differently. 
1181 Bdicve mc.1 wish I had done things differently for the 
1191 benefit of the people invoked. I know what I meant, and I 
pol know what I meant when I talked with Doug. 
pi1 SO, I met with him at that time; told him of the 
tpl orpianation, as it goes on in the affidavit, and thought 
fn] that he was - wdl, he says, "I will think about that." 
MI I said, "I hope that you do, and, whatever you do, 
~q do not divulge anything that you - because you don't 
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[i] understand i t  If you do understand it, you understand it 
[21 sdf-scrvingly because you now think you have some axe to 
PI grind I am rally disappointed that two friends of mine" - 
p] I said, Zct me get Grant to sit down and explain what his 
[q side of it was." 
[q A similar occasion arose two days later and as a 
m rcprcsentation of the formation of the bank He took 
[s] information that he had, he had in his own fiIes. He was 
(el the one that filed the application. He h e w  who the 

[iq stockholders wac.Thcn when I read these affidavits 
[I I] and these letters and whatnot that he filed with the various 
113 regulatory agcnacs fiom the Attorney G e n d  to the 
113) prosecuting attorney to the Bar Association and generally 
114) anybody that would listen, I, first of all, see hurt and 
[iq then I see monetary hurt. I hadn't given him any business 
[iq in a long time. I don't know what he was doing for a 
[II] living. 
[is] Then 1 scc a jousting at windmills, swimming 
[IQ upstrum against a system that I don't understand but 
pq challcnging,maybc the right thing but maybe in the wrong 
pi] way,wfiatcver. 
(pl When I found that he went around me to another 
[ZJ] pason related to the bank and asked information that he had 
~ 4 1  in his own Wcs and later admitted he had in his own files 
pq and involved other people, getting other people related to 
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[I] the bank involved and upset, I called to tell him that that 
m -was not proper and he couldn't do that at that lcvd any 

more than he could at the personal lcvd and then put it in 
writing to that effect. Everything went away. 

[q And, some weeks later, I get a call from one of his 
R officcmates. I probably - I have already said too much - 
m but Steve Quickruben who I had spoken with about this 
[el bcclux saw him casually, not in the form of an attorney. 
p] We is at it again, Bill, and he was down at the 

[iq office just kind of whirling around preparing these 
11 11 afEchvits and he was tdling them he was going to take it 
112) to the newspaper and smear the judicial and Anderson 
1131 spCciGdy." 
1141 It was at that time that I called him and asked 
1151 for a meeting that resulted in my meeting with he and Phil. 
[tq He tried to get other attorneys to attend. I told him I 
1171 wouldn't attend without a third party. Hc,obviously, wasn't 
[re] interested in the truth; he was only interested in his own 
[la] interpretation of the truth and his own interpretation of 

the Bu rules which I didn't know anything about, other than 
pi] it scrmed to bc kind of a sacred thing at the time. 
&q (Discussion off the record.) 
p] k So, after the meeting with Phil md 1, in which it 
p4] w totally out of character for him, it was a result of him 
1251 bcin~ out of character at his office with his office mate 
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and, you know, I mean, there was popped veins and spittle 

9 and - I mean, he was just wild that day. I didn't know 
11 what to do about it. Obviously,he did something 
9 personally. But it was at that time that he had gone to the 
;I Public Disclosure Commission and he had drawn some 
1 conclusions that were wrong. 
0 By the way, they had done an investigation. 1 had 
31 to write an affidavit for them, also. It is just that kind 
3 of stuff - not an affidavit. I had to produce copies of 
q checks that I had written for Judge Anderson's campaign 
tj treasurer. Hc was making an allegation that I had made an 
4 illegal campaign contribution. I just produced the checks 

that I had written.There is no reason - no reasoning 
41 power put into this. 
sj He kept asking for specifics. Have you - "Did 
q you make an illegal campaign; did you do this; did you do 
71 that?"At the time, you know, answering his questions, 
a] the ahswer was no, but I will be happy to talk to you about 
q anything and then counsel adviscd me, "Set up a meeting and 
g go meet with Fisher if you want to look at the records." 
!I] "I don't care what the records say. I just know 
q what I fed." It was that kind of comment. He refused to 
nl meet with anybody to determine the facts. So Phil cautioned 
!4] him, told me not to answer any more questions, that he 
q obviously was going to misuse the information. He dready 
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(11 had his mind m d c  up. He wasn't interested in the truth, 
n which, of course, just drove h i m  into a bemy even further, 
p] literally. 
[41 When he Idf I guess it was subsequent to that 
151 that, you wcrc conccrncd about his personal health. So we 
R faxed that down to him as wdl as cautioned him in writing 
m not to do that. He had already received a letter from me 
[el that I drafted that samc day after I heard that he was on 
pl his way to smear Judge Anderson whom I know to be a very 
t q  fine person. I don't know anything to the contrary, still 
,111 don't. So that is where this came about.?hcn I wrestled 
:la with it for the samc reason that Phil.wrestled with it. 
:la] After bcaucoup drafts, tinally, I reluctantly sent that in. 
:MI MR. TAYLOR: Mr. Hamilton, I don" have any 
;1s) further questions.Thanks for your time. 
[tq m e  deposition concluded 
(171 at 258 p.m.) 
[iq (Signature was not waived.) 
11 91 
PI 
P11 
[pl 
PI 
Wl 
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AFFIDAVIT 

STATE OF WASHINGTON 1 
) SS. 

COUNTY OF KING 1 
1 have read my withln deposnlon. 

and the same ls In19 and correct. save and 
except lor changes andlor corrections. iI any. 
as lndlcated by me on the 'CORRECTONS" ftyleal 

page hereof. 
WILLIAM HAMILTON . 

SUBSCRlEED AND SWORN lo before me 
th& day ol .1997. 

' 
NOTARY PUBLIC In and for 
the State of Washlngton. 

resldlng at -. 
My commlssbn expkes 

IN RE THE MATER OF: 
THE COMMISS. . J ON JUDICIAL CONDUCT. 
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CERTIFICATE 

STATE OF WASHINGTON 1 
ss 

C O U M  OF KING ) 
I. the undersigned officer ol the Court. 

under my commlsslon as a Notary Publk In and lor 
the State ol Washlngton, hereby certHy that the 
foregolng deposhlon upon oral examlnatbn of the 
witness named hereln was taken stenographically 

belore me and therealter lranscrbed under my 
diredlon; 
That the witness belore examination was 

flrst duiy sworn by me to testty truthlulty; thal 
the transcrpt of the deposnlon is a lull, true 
and correct transcr@t of the IestImony. including 
questions and answers and ah ob)eclions, motlons, 
aml exceptions ol counsel made and taken at the 

lime of the foregolng examination; 
That t am neRher attorney lor, nor a 

relative or employee ol any of the parlies to the 
action: further, thal I am not a relative or 

employee of any attorney or counsel employed by the 
parlies hereto. nor flnanciattj interested in 1s 

Outcome. 
IN WrrNESS WHEREOF. I have hereunto set my 

hand and seal this 29th day ol January ,1997. 
Patke E. Starkwkh 
NOTARY PUBLIC In and for the 

State of Washlngion. residing - .  
at Seattle . 

My Commlsslon Explres 5-31-2000. 
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PATRICE STARKOVICH 
REPORTING SERVICES 
P.O. BOX 22884 

S a m ,  WASHINGTON 98122 
(206) 323-0919 

Janwry 29.1997 
To: Wlllhm Hamnton 

P.O. Box 98719 
Tacoma. Washlngton 98498 

Re: In re the Maner of The Commission on Judkhl Conduct 
OeposRbn ol: WMtam Hamlon 
Dale Taken: January 21.1997 
Cause No.: 962179 

PLEASE TAKE NOTICE THAT: 
The m t  of the above deposltbn Is reacfy for your 
reading and slgnlng. Please cal to set up an sppolrdment 
to do so al your ean;est convenience. You must, by 
, read and slgn the deposltbn or state In 

wrltlng your reason lor relusal to sip, or state In wrlllng 
the lad that you h e  your rlgM to sign; falling to do 
so, slgnature wlll be c b m e d  for al purposes h e d ,  and 
your deposilbn will be forwarded to the appropriate party. 
Thank you for your assistance In obtalnlng slgnature. 

By: P a t h  E. Starkwkh, RPR. CSR 
cc: Paul R. Taybr 
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