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[i] SEATIU, WASHINGTON; MONDAY, JUNE 30,1997 
~1 10:30A.M. 
R 
PI 
~9 WILLIAM HAMILTON, deponent herein, having been 
pq first duly sworn on oath, was 
m aamined and tcstificd as 
IBj follows: 
PI 

[lol EXAMINATION 
I1 11 BY MR.TAYLOR: 
[iq Q: Mr. Hamilton, can you tdl me everything that you 
[iq did with rcgard to thc managuncnt of Pacific Lanes Bowling 
[14j AUcy from September 1,1992, through December of 19921 
[is1 A: Do you want a yes or no answer? I guess thc 
[lq vlsoPer is no, 1 can't tell you everything that I did. 
[iq Q: Can YOU dcsaibe for me those things that you did 
1181 in connection with the marw~cment of the bowling alley 
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(11 Principally my specific duties, that I rccall, werc 
p~ miore involved with the physical structure, some 
p] redecorating, some remodeling and dealing with the 
(41 application process itself that had to do with Pacific Rec. 
151 Q: How many times would you estimate that you rnct 
[q with the day-to-day magemcnt  of the bowling alley during 
m the time pcriod September 1,1992, through the end of 
[a] December 1992? 
p] A: A couple times a wcek probably on average. I was 

[lo] in and out of thc facility at least that often. 
(1 I] Q: Other than meeting with the day-today management 
114 that was in place and working on the application process for 
[is] licensing, do you rccall anything else that you did? 
[14 A: Yes.As I statcd, I was mceting with contractors, 
[iq and I was authorizing and making payments to different 
[is] agencies, the City ofTacoma for licensing and the Gambling 
[ ~ q  Commission, met repeatedly with the liquor control agency on 
[la] their application process, met with an accountant who 
[lq prepared thc applications for mc, mct with several 
t20] contractors, when went in and revicwcd the improvements that 
p ~ ]  wcrc going on at the timc. 
pq Q: You say that you wcrc authorizing and making 
pq payments to different agencies. Were thosc payments in fact 
p4] being made by Pacific Lanes, Inc.? 
pq A: The payments that I am talking about are the 
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[I] payments that were made by Pacific Recreation Entcrpriscs, 
m Inc. I was not involvcd in thc day-today disbursement of 
M filnds out of the operating account then nor am I now. 
141 (Exhibit 8 marked 
R for identification.) 
[q Q: This is a document that was produccd by you in 
m response to a subpoena. Can you tell me what this is. 
[el A: This is a typewritten rccap from the bank 
pj statements of my Pacific Recreation Enterprise checking 

1101 account from the date the account received its first 
[it] deposit, on Scptcmbcr 30, through the last check that was 
[rz] written on Dcccmba loth, 1992. 
[la 0: DOCS this reflect all expenditures nmdc by Pacific 
114 Rccrcation, Inc., in connection with the bowling allcy 
[iq during that time period? 
[iq k That's correct, all otpenditurcs paid for, not all 
111 debts incurred, I wouldn't think, because I was ordering 
[18] work all dong in this period of timc. 
[lq (1: When p u  say you were "ordering work," can you tdl 
pal me what that invoked. 
PB k Wdl, I see no payment in here, as an aample, to 

thc insurance agency, yet 1 placed insurance in the name of 
~pl Pacific Recreation Enterprises. 
p41 0: DO you know who paid for that insurance? 
pq k I paid for that insurance. Pacific Rec paid for 

Page 115 
[I] that insurance but not until after the h s t  of the year. I 
yz) can't say specifically, other than that, because I just was 
pj reminded of that as I was reviewing the subpoenaed 

information that I gave you in response to your April 9th 
~s] subpoctll. But I am confident that there were other physical 
[q types of work that was ordered during that pcriod of timc 
m bcausc that was ongoing. Some of it was bdng paid for as 
p~ it went on, and some of it was out of the Pacific Lancs 
pl account, and some of it was bcing ordered to be paid 

[iq subsequent to that on no specific terms, whenever they could 
1111 get at US. 
(121 Ordering the insurance was done in Scptember.Thc 
1131 policy wasn't issued until later on and then it was paid 
1141 for. 
tlq Q: You havc testified - 
[iq MR. SLOAN: Could we havc a pagc and line 
1171 f ist  
Fa] MR-TAYLOR: Sure; let me finish my question, 

during that time pcriod. 
- 

1201 % I mct with theday-today managahkt on an 
PI] it& basis to determine the needs, if &y, that they 
[al might have for information or services that I could provide 
(PI while I was going through the application proccss and 
t241 approval process with thc Gambling Commissionand thcLiquor 
psi Board. 

119 PI-. 
t20] 0: You tcstificd, at page 43 of your carlicr 
pi1 deposition that - and I am paraphrasing - that you had 
pq madc capital expenditures, in connection with the facility, in 
ra] the amount of six figures before the transaction closed. 
R4I C a  You tell me what those expenditures were. 
pq A: I sec the answer on page 43.1 am tryinp to get 
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(11 back to the besnning of the question. Maybe you could 
m direct me to that 

. M Q: Well, at line 14, "Sepantc and apart from those, 

,) 141 you were making capital expend~tures on the facility? 
[ q  "Answer. On the facility, that's correct. 
[GI "Queshon:Those were before lt closed. 
m "Answer: By my best recollection, yes 
181 "Queshon: How much? 
pl "Answer: Six figures, but 1 can't tell YOU 

[to] exactly how much 
llll "Question:And this was while it was still owned 
( 1 1  by Hoffman, Inc.? 
[13] "Answer: Hoffman-Stevenson. Inc." 
[i4] That is where 1 am referring to. 
[ i q  A: 0kay.There were a number of projects that 
[16] m a g e m a t  felt needed to be done during the summer months. 
(i7j Grant Anderson adv~sed me of those projects, that he felt 

- l ie l  that it would be justified that the staff had discussed with 
[ l a  him at time that we wue  negomting our purchase. 
(zol I agreed with those because I had no way of 
p i ]  knowmg anything to the contrary.They had to do with the 
w encapsulation of the asbestos, hanging another suspended 
pl ceiling, resurfacing the bowling lanes, putting up - I am 
PI eying to remember what they are called. I want to call it 
~q screening decorations. 
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111 And I said, "Well, go ahead and do those things, 
m and 1 will pay for them after I take over," because they had 
pl to be done before the season began, and the season begins 
PI right at Labor Day - "season" meaning the league season. 
[ q  Those expenditures were made at my direction. I 
[6] concurred with the improvementS, and the funds were paid 
m before closing in some instances, in most instances, out of 
[el the Pacific Lanes account at my direction. 
pq Q: So you personally didn't pay for these 

[ i q  expenditures; is that correct? 
-L) [ i  11 MR. SLOAN: EXNY me.The word 

[ i q  "personally,' are you referring to Bill Hamilton, the 
114 individual? 
[t4] MR. TAYLOR: I will cover all of the 
[ t q  iterations. Right now I am referring to Bill Hamilton, 
[ t q  individually. 
i %Q: Did you pay, fo& Qese, C S p C r d i ~ i ~  8 .,. 
[I 81 $4: k did not  writ^ ; t p a s q @ - f o  those or any 
113 improvements that have ever been made. 
pol Q: Did Pacific Reartation, Inc, pay the contractors? 
p i ]  A: Pacific Recreation Enterprises, Inc, did not pay 
pq directly the contractors. 
pal Is it correct that the money was &d by Padtic. 
R ~ I  Ian-, I~G?,.. * 
pq 'A:tThat*s correct. 
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111 Q: Now, your testimony, at page 4.5 of your earlier 
m deposition, at line 19 and 20, we addressed this, and you 
p ]  said that - actually line 16, you said that "They yak,. , , 
(41 actually being made by me."You arc,ref@ng to y,qursdf 
151 in@dually, and we clarified that, and I want to be sure I 
[q $t I understand how it happened 
m A: The word 'they" being referred to what? Starting 
[el on line 13; is that what you are referring to? 
[91 MR. SLOAN: First of all, Mr. Hamilton - 

[to] Q: Take as much time as you want to get the context 
[ i l l  of this.You can read brckwards.You can read forwards. 
[ l a  Take the time to get the contcxt If it hdps you - 
1131 MR. SLOAN: Let him have the time to read it, 
1141 Counsel. 
[IS] MR. TAYLOR: Certainly. 
[I4 A: The question? 
[ t v  Q: My question is:You testified, in your earlier 
1181 deposition, that you had paid for these capital qxpenditures 
(191 individually.You arc now testifying, as I understand it, - 
[MI the payments were made by Pacific Ian&, Inc.e that I , ,  
p l ]  correct? .- ,a 9 . ~ 3 ~  

14 : A: I guess, when I was i w w ~ i n g  there on line 16;1**J 
PI wassaying who authorized itTo answer your question, the 
p41 actual funds were coming at my direction out of funds that 
pn wcie under my control. 
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111 Q: Those belng the funds of Pacific Lanes? 
m A: Of Pacific h e s  1ncorporated.The revenue funds, 
p ]  from September lst, 1992, on, were being collected 
141 and disbursed under my duection or with my authority. 
q Q: Maybe you can explain then you testified that you 
[6] were paying the money individually and that it was accounted 
m for as loans by you to Pacific Recreation, Incorponted. 
[el Can you explain that, please. 
19) A: The only explanation that I could have with that 

[to] is that I didn't concentrate on the time h e  involved here 
[ i t ]  because the methodology that 1 have used, since the 
[ i q  formation of Pacific Rec, and with all of my other 
1131 corporations, is that 1 capitalize it fninimaUy and then I 
1141 loan the corporation money; 1 borrow personally or provide 
[ t q  personal funds from my personal revenues, loan it to the 
[ i q  corporation. 
i The corporation then makes the urpcnditures. So, 
[lei the distinction between me individually writing checks and 
[ i q  me individually loaning money to a corporation or me 
[20] individually authorizing the corporation to pay, to me, is 
p i ]  not all that different. I could have been more specific, I 
t22) suppose, at that time, but it was being paid at my 
fn] direction. 
p41 Q: What sort of control did you have over the Pacific 
pq Lanes. lnc., checking account from September through 
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[I] Dcccrnbcr of 1992? 
[21 k I was not a signer on the account. I never wrote 
p ]  a check on the account I never made a deposit to the 
HI accountThe control that I exerted was the control that I 
[ q  exut ovu it today, that is, that I communicate with the 
[ a  people that are writing the checks on a day-today basis, in 
m this case Jackie Pagni, and they let me know whether they 
ts] need money, whether they - 
[el I got a monthly profit and loss statement, 

[ t q  somewhat bdatedly, during that period of time, and managed 
[ i l l  the account, the business, from that standpoint. 
[iz] Q: Who had ultimate control over the checking account 
(131 of Pacitic lanes, Inc., during the period September 1,1992, 
(141 through December 1992; was it you or was it Gxant Anderson? 
[ i q  k Quite M y ,  I don't know that either. one of us 
[ i q  had any control o v a  it because I don't know that eitha one 
1171 okus e v a  signed on the account. I know that I didn't sign 
1181 on the account. 
lie1 O: I am not asking - go ahead. 

k Mrs. Pagni was the ultimate writer of the checks, 
pi] and the checking account statement went to the CPKs firm. 
tza He reconciled the account and produced an operating 
[ p ~  statement from the spread that was prepared by Mrs. Pagni 
p4] for him. 
pq Q: Let me ask the question differently.Who had 
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ultimate management authority over Pacific Lanes during the 

W p d o d  September 1,1992, through December 1,1992, you or 
p] Grant Agderson? 
(4) k M6. 
[ q  Q: That was pursuant to an agreement with 
[ q  Mr-Anderson? 
m k That was pursuant to an understanding of the 
181 dfeaive date of the transfer. 
le] Q: So things are dear, is it correct that, during 

119 the period Septcmba 1,1992, through December 1,1992, you 
11 11 Pcrsorully did not make any payments for any capital 
1121 impmvemcnts at Pacific Lanes? 
Ill MR. SLOAN: Let me object to the form of the 
1141 quation.Thue is an ambiguity between you and the witness 
119 that is apparent to me and I think to you. When you say 
119 "paam)' ,"  are you asking did he write the checks or was he 
117) ~ l h t d y  financially responsible? 
[I81 MR. TAYLOR: I will ask it a different way. 
1191 Q: k i n g  the period September 1,1992, through 
Izot Dee-1: 1992; did you personally provide, from my  
PI source, funds used to make capital expenditures and 
w improvements at Pacific h c s ?  
M k Not that I r e d .  . 
p 4  Q: During the period September 1,1992, through 
m December 1.1992. did Pacdc Recreation. lnc.. vav for anv 
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capital improvements made at Pacific Lanes? 

A: Did they disburse any funds? No. 
Q: From your answer, arc you suggesting that they may 

have paid for indirectly somehow? 
A: No. I am implying what I stated before, that is, 

that Pacific Rcacation Enterprises and I personally, as the 
owner of that corporation, incurred cxpcnscs, contracted for 
work, discussed things that needed to be done, busincss 
deasions in general, committed, maybe that is the better 
word. I t  doesn't necessarily mean that the work was being 
done at that time or the checks were being written at that 
time. 

I Q: Can you identify any contractors that you spoke 
I with during the period September 1,1992, through December 
I 1,1992, concerning improvcmcnts to the facility at Pacific 
I Lanes, 
1 k Oh, gosh.Thcre were problems with the roof. So 
1 I probably was discussing the roofing arrangementThe - 
1 Q: Who did you speak with? 
1 A: Hating and airconditioning systems were going 
1 out, and I was ordering new HVAC equipment for installation 
1 and repair.* contractor on that was Wilson Refrigeration 
q Services. 1 do recall that. Most of the subcontractors 
q being used - Danard Electric was being used, 
iq MR. SLOAN: Spell that for the reporter. 
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I] ME WITNESS: D-a-n-a-rd. 
4 A: The ceiling was being put up by Story Acoustics 
q for the first time at that time. Subsequently, it had been 
(1 torn down and put up again last year. I was dealing with 
q Hart Crowser at the time on asbestos survey work 
q Q: Wasn't that -go ahead. Go ahead. 
1 A: You started to say wasn't that earlier? 
q Q: No. Hart Crowser, wasn't that in the spring of 
DI 19931 
q A: Possibly. 
11 0: 0kay.Iamnotaskingakutan~gthat  
2) happuled in 1993. 
31 A: And I am not surc - we arc talking about 
41 something that happened five years ago. I am trying to 
q remember what happened earlier this morning at this point 
q Q: The heating and air conditioning, were you luving 
q discussions with WAC contractors lbout Pacific Lvlu during 
a1 the period September 1992 through DecMbu 1992? 

A: Yes, I was. 
q MR. SLOAN: Counxl, inadvertently, the form 
ti] of your question switched whcn you said ̂ through December.' 
q What period of time are you addressing your question to? 
B] Q: September 1,1992, through December 1,1992. 
4 A: The question was was I having discussions with 
zq contractors and the answer is yes. 
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111 Q: With HVAC contractors? 
m A: Yes. 
p~ Q: That would be - 

A: Wilson Refrigeration. 
(9 Q: During the period September 1,1992, through 
[q December 1,1992, did you enter into any contracts with 
m Wilson RcfrigeraUon for Wilson Refrigeration to do work on 
[a] Pacific Lanes? 
[sl A: I don't believe that I signcd a contract 
rq Q: During the period September 1,1992, through 
111 December 1,1992, did you enter into any contracts with 
(12) Danard Electric for Danard Electric to do work on Pacific 
(131 h c s ?  
(141 A: I did not. 
(iq Maybc I can savc you some time. I didn't enter 
[16] into any contncts then. I have not entered into my 
[ f q  contracts since, and I havc paid these pcoplc thousands of 
[re] dollars during that period of time under my direction 
[to] through Pacific Lancs Incorporated, subxqucnt to that time 
t20j through Pacific Recreation Enterprises, and 1 don't belicvc 
PI] that I havc cvcr signed a contract with any subcontractor. 
[nl to the best of my recollection. 

Q: Let me rephrase my question. 
~ 4 1  During thc pcriod September 1,1992, through 
ps] December 1, 1992, did you retain or otherwise hire Wilson 
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[I] Refrigeration to do work on Pacific Lanes? 
w A: Ycs, I did. 
p] Q: And were they paid during that time pcriod? 
141 A: Yes, they were. 
151 0: Who were they paid by? 
[q A: They were paid through the account called Pacific 
m Laiaes Incorporated. 
[el Q: What do you m a n  "paid through"? Is that 
p] different than paid by Pacific Lanes? 

[lo] A: Pacitic Lanes madc the expenditure at my 
[i I] direction. 
112) (2: And, during the period September 1,1992, through 
[13] December 1,1992, did Wilson Rcdrigeration do any work on 
[y Pacific Lanes? 
119 A: They did. 
[16] Q: Were they paid for that work? 
[l;rl A: They wcrc. 
[lei Q: By whom? 
[is] A: They were paid by the account called Pacific 
m] Lanes Incorporated, at my direction. 
pi]  (3: During the period September 1,1992, through 
~ Z J  December 1,1992, did Danard Electric perform work at 
1231 Pacilic Lanes? 
p4] A: I presume they did.They are in and out of there 
pq all of the time. 
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(11 Q: When did you first contact either the Washington 

State Gambling Commission or the Washington State Liquor 
PI Control Board in an effort to secure either gambling or 
[4] liquor licenses for Pacific Rcacation, Inc.? 
[q A: I can't state specifically. It would have been in 
[q the summer of 1992. 
m Q: What did you do in thc summer of 1992 in that 
[e) regard? 
p~ A: Probably got the applications, went into their 

[ iq  offices and got the application forms. 
[ill Q: When did you submit applications to either the 
[izj Liquor Control Board or the Gambling Commission? 
113) A: Subsequent to the formation of the corporation, 
1141 which was in August. It may have been in September. 
[is] Q: A t  the cnd of Septanbcr; is that correct? 
[ iq  A: I recall, yes, it was at thc end of September. 
114 MR. SLOAN: You are free to look at any of 
[la] your documents. 1 don't think Mr.Taylor wants you to 
[I@ gucss. 
p~ MR. TAYLOR: No. 
pll  MR. SLOAN: And I don't If you havc 
~pl documents, look at them. 
PI A: I don't have anything here that I can recall - 
(241 wdl, wait a minute. No, unless you have got a copy of the 
pq applications. 
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[I] Q: Yes, I do. 
121 (Exhibits 9 and 10 marked 
m for identification.) 
f4) Q: DO you recognize Exhiiit 97 
[q A: Yes,] do. 
[q Q: It bears your signature on the second-tethc-last 
m page? 
(81 A: It docs. 
[sl Q: Is this the first documcnt that you submitted to 

[iq the Washington State Gambling Commission? 
1111 A: I am not - I can't say that, but 1 presume this 
[rq is thc first document that I submitted to them. But I don't 
1131 know that for sure. 
1141 Q: Takc a look at Exhibit 10.You have seen 
[is] Exhibit 10 before? 
[iq A: I am not certain that I have. no. 
117) Q: Did YOU submit any documentation to the Washington 
Lie] State Liquor Control Board prior to the cnd of September 
1191 19921 
pol A: Not that I recall that they accepted. 

Q: What does that mean? 
1221 A: Well, my recollection is that therc were - thcy 
p] were trying to determine why there were two earnest money 
(241 agreements, an agreement to purchasdlcase agreements that 

Grant Anderson had pre~ared.And I remember, durinn our 
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[24l not permitted h these agency-controlihg transactions. p] Q: ~ o - ~ o u  have a recollection of giving Mr. Ivcrson a 
w So I had to form the corporation.The corporation pq copy - I- - 

10 ftrst deposition. those questions came up herc.hd during 
m my copying the information for your January subpoena, I had 
PI written in pencil, up in the corner of the earlier document, 
(41 the word *draft." Because I could not recall why I would 
151 have two documents that, looked at rather quickly, said the 
161 ~ a m c  thing. 
m So, after receiving your second subpoena or about 
[el that time, sometime around that and the first deposition, 
[el when these questions - several questions came up here in my 

[ l q  mind. 1 went to the Liquor Control Commission and the 
[ i t ]  Gambling Commission to review my file to see if maybe therc 
114 wasn't something in there that would jog my memory, an 
1131 earlier document, a draft, something. 
(141 1 didn't discover anything in either of those 
[is] files that would lead me to that conclusion. So I contacted 
[ i q  the liquor agent that helped me through this process, and I 

. - ~ 1 -  met with him, showed him what I had discovered, specifically 
[ i  el what I discovered when 1 picked up my file &om Schafer's 
[iq office, and, in that file was the original or a scratched-up 
[ml draft of the purchase agreement. 
p i ]  And I said I am trying to figure out why I would 
pl have drafted the different - between the August 26th and 

Scptcmbcr 19th documcnt, other than to type in what had been 
1241 done or what was in there in pencil, which were the option 
pq prices. 
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111 His comment to me was in the first paragraph of 
m those documents, and that is that the - which are not in 
PI evidence here right now. 
(41 Spccifidy the dnff one in Schafcr's file, 
[ q  which I gave to him, probably, for the address of the property 
[ q  and the name of the sdling company and things of this 
m nature and, in the August 26th document, which had the 
[el penciled-in option prices, those documents show the buyer 
pl as bcing W i  Hamilton for a corporation to be formed. 

[ i q  Bath documents show September 1st dosing data. 
11 11 The first draR in Schafcr's tile, which I assume 
[ l a  that you have a copy of by now, was typed on it 
[ i 3  "September 30." I crossed it out and wrote Xptanber lst," 
[i41 and that beame the source document for Gmthndason's 
1 i q  ofkc  to prepare the one that was ultimately signed on 
[ i q  Scptanba 26 - excuse mc,August 26,1992. 
[ i n  The liquor agent informed me that that wouldn't 
[ lei  have becn something that they would have taken with a 
liq submission with an application, and I would have been so 

informed by him because I wasn't going to be the licensee. 
p i ]  It was going to be a corporation. Unlike, in a real estate 
[22) transaction, where I am comfortable with assigning camest 
rnl monies or things of this nature or bdng a nominee, that is 
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[I] had to get its uniform business number from the state.We 
m had to apply for and receive our tax ID number before we 
p] could even file the application with the regulatory 
p] agenda. 
R By the time that happened, the earnest money 
R agreement had to be redrafted, one, because the dosing date 
m had passed of Scptcmbu 1 st. It was signed on September 
[el 19th.An4 two, we filled in the specific name of the 
pl corporation at that time. 

[ i q  Othcr than that, I don't think therc - of those 
11 11 two dunnes. I don't think there arc any changes between the 

111 why these applications were not ultimately fdcd until right 
n at the end of September, according to the - 
A Q: Did you attempt to obtain a license prior to 
p ]  September 1,19927 
[ q  A: 1 believe that 1 went in to the agencies, is my 
[ q  recollection. l went in to the agencies, picked up the 
m applications, conversed with the people in the agency or the 
[el liquor inspector that was assigned to the case or someone 
pl and determined that I needed to have the corporation formed. 

~ o l  Q: So you did not submit an application at that time? 
1111 A: I don't recall submitting an application. 
[ l a  Q: At that time? 
(131 A: At that time. 
[14 9 :  The easiest way - and if you could hand me this 
[ i q  transcript, 1 want to make sure that we arc dear on one 
llq thing. 
117) Exhibit No. 1 to the transcript of your first 
[lei deposition, on the Erst page, in the upper left-hand 
[lQ] corner, bears a handwritten notation that says "draft." Do 
pol you see that? 
(211 A: I see that. 
pl Q: Is that your handwriting? 
p ]  A: A : t  is my handwriting. 
p4] 0 :  IS that your handwriting? 
pq k Yes, it is my handwriting. 
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111 Q: When did you place that notation on that document? 
(21 A: As I was copying these documents for the January 
M 1997 subpoena. 
1 Q: So you did not place that notation on that 
15) document back in 19921 
[ q  k No. I did not. 
m Q: After taking that document and writing "drift" on 
[el it in 1997, did YOU give it to anybody? 
pl k I gave it to you. 

[ t q  Q: Did you give it to anybody dse bearing the 
[ i  i ]  notation "cbiW 
[ l a  k I believe several people - and I don't know who 
[ l a  they wouId be; I know COW has seen it; I believe my 
1141 accountants got copies of i~ maybe Judge Anderson had seen 
[ i q  it in our discussions as to - my discussions with him as to 
[ l q  why there would be two documents, what that actually meant. 
117) Q: DO you have a recollection of giving Judge 
[I el Anderson a copy of what is now Exhibit 1, bearing the 
[ l q  handwritkn notation that says "drift? 
fzol k It is quite possible I could have done that 
PI] Q: Do you have a recollection of doing that? 
[22) k I have no recollection specifically of doing it or 
~ 3 1  not doma it. 

- - 
[ l a  August 2gddcumcntand the ~ e ~ t c m b c r  19d-ocument,anditwas 
I131 dc&d for those Dumoses because we had to havc the name 
i14j and of the rcg&atbry numbers and dates of filing, et 
[ i q  cctera, ct cctera, et cctera-And I didn't get that 
I161 information from Mr. Schafer until - wdl, the filing 
11- information and copies of the documents until after the 1st 

7 I tel  of Scptcmber and then the tax ID number and things of this 
(19 nature that were being done by the accountant, Michad 
p ]  Favors, who was preparing the a pliations. I don't belicvc 
~ t ]  that was received until October f th  or 7th or something like 
n that 
1231 But those applications needed the actual filing 
(241 htes of the corporation and things of that naturc.That is 
psi why those documents were draftcd differently. and that is 
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111 k I have no s p d c  recollection, Counsd - 
m MR. SLOAN: Both of you are stepping on the 
PI o thds  answers, slow down, 

Q: Do you havc any recollection of providing what x c u  
(sl Exhibit 1, to your original deposition, providing a copy of 
pl that to Mr. bason, which bore the handwritten notation 
m "W in the u p p a  right-hand corner of the Erst page? 
[a] k I have no specific recollection of either giving 
w it to him or not giving it to him. 

[ i q  0: Putting aside your counsd, do you r e d  anyone 
[ t i ]  else who you would have given a copy of Exhibit 1 to your 
112) original deposition bearing the notation "dm??? 
ti31 k 1 might have given it also to the liquor 
1141 control agent as I was questioning him as to why I might 
[ i q  havc had that. 
[ l q  Q: Anybody else? 
117) k I gave one to you, okay. 
(181 Q: hnybody else? 
[ i q  k Not that I recall. 
pol @chibit 11 marked 
p i ]  for identification-) 
[P) Q: What is Exhibit 1 I? 
PI k Exhibit 11 is the - photocopies of the checking 
p41 account register for PacX~c Lanes, Inc.'s checking account. 
M There were other accounts for different purposes that were 
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maintained at that time. 

Q: By Pacific Lanes? 
A: Yes, payroll. 1 don't recall the othcr accounts. 

I maintained more than one account.Thc payroll account is 
an account where you deposit the amount of payroll and wait 
for the checks to dear, so you do not muddy up the primary 
account with outstanding checks. 

I O: Before we go any furthcr.You said there were 
I various accounts maintained by Pacific Lanes? 
I A: I know of those two accounts. I bdicve there was 
I one - they maintained a separate account for the 
I restaurant. 
I Q: Weren't all  payments made out of the account that 
I is represented by Exhibit 111 
I A: All of the payments that 1 authorized specifically 
I to deal with the physical improvements of the premises I 
1 bclicve were paid out of this account. 
1 Q: Didn't payroll come out of this account, as well? 
1 A: There would be a transfer &om a pay - fkom this 
q account to a payroll account, probably, although I don't 
1 know that specifically. I know that is what we do now. 
1 Q: Who maintained Exhibit 1 17 
I] A: Jackie Pagni. 
11 Q: Does your handwriting appear anywhere on Exhibit 
i~ ll? 
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11  A: The photocopies on the outside of the first page, 
q Q: Thc first page - 
31 A: Or the last page. I am not sure which page this 
$1 is on. It is on the outside of the exhibit.That is my 
9 handwriting. 
q Q: You are referring to the entry that says "P/Lancs, 
q lnc., checkbook register 8/92 - 12/92." 
B] Other than that, does your handwriting appear 
q anywhere - 
q A: I don't bclicve so. 
I] Q: The entry that you arc referring to, on the front 
q page, you made that entry when? 
31 A: I bdicve that was on a sticky note that was 
41 attached to all four months of Pacific Lanes' checkbook 
q register copies that were provided in response to your 
q subpoena. 
71 Q: You placed that note on what is now Exhibit 11 
q while you were in the process of assembling documents 
q responsive to the subpoena? 
q A: That's correct. 
nl Q: At the time Exhibit 11 was being maintained and 
q filled out on a daily basis, what review, if any, did you 
9 make of hcific Lanes' checkbook? 
!41 A: I don't bdievc that I reviewed Pacific Ianes' 
?q checkbook at all at that time, nor do I review Pacific 
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[I] Recreation's checkbook now. 
n Q: Did you make an effort to determine what, if any, 
pl a p e m  were being paid by Pacific Lana during this time 
PI period? 
[51 A: My agreement with management was that it would be 
m business as usual, and I would be providing them with - 
m invoices would be providcd to them for work that I was 
[s] doing, and, if they needed any money, let me know.The same 
[81 process that I use today. 
tq Q: You said, "Invoices would be provided for work 
,111 that they were doing? 
[ l a  A: That's correct. 
(131 Q: The check registers for September, October, 
[I41 November, and Deccmber all show, on a monthly basis, Pacific 
[ i q  Lanes was paying 1800 to the law firm ofTud,Anderson & 
[ i q  Fisher for management fecs.What were they doing to earn 
[ i q  that money? 
[ i q  MR. SLOAN: Counsel, the number 11 that I 
[lo] have on1 shows August of '92. 
p~ MR. T~YLOR: I was referring to the remainder 
PI] - I can make them exhibits, if you like. 

MR. SLOAN: If we arc going to refer to 
PI spcdfic dates, it would be hdpful - 
4 MR.TAYLOR: Let me ask it a different way. 
~4 Q: Pacific Lanes continued to pay Mr Anderson's law 
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[I] firm a managcment fee during the period September, October, 

November and December of 1992. What, if anything, was 
M Mr.Andcrsonls law firm doing to earn that management fee? 
[4] A: Firstly, as I stated earlier today, I did not 
[q review this checking account register. I would not be aware 
161 and was not aware, until after the fact, that any funds were 
m being paid to them out of this account. 
[el Q: Can you answer my question now, please. 
[9] A: I bdicvc I have. 

[lo) 9: What, if anything, was Judge Anderson's firm doing 
[ i i ]  to cam a monthly management fee from P a d c  Lanes during 
(19 thc period September 1992, through December 19921 
1131 MR. SLOAN: Let me object to the form of the 
[14] question by its reference to 'Judge Anderson's firm." 
[is] Q: Mr.Anderson's firm. 
[ i q  MR. SLOAN: Why don't we just sayTuell, 
117) Anderson.That would be more precise. I am not sure of the 
[in] dates and relationships there. I think the form of the 
[iq question is objectionable. If you will restate it that way, 

I will not object. 
p i ]  MR. TAYLOR: I will rephrase it. 
tpl Q: What,ifanything, was Mr.Andctson's law firm doing 
p~ from, September through December of 1992, to earn an $1800 
p41 management fee ftom Pacific Lanes? 
pq MR. SLOAN: Same objection, Counscl.Again, 
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111 you said "Mr.Anderson's law Grm."Why don't we say the 
m law firm ofTud,Andcrson. 
PI MRTAYL0R:Okay. 
(41 Q: What, if anythhg - let's make sure we got the 

right name. 
[ q  What, if anything, was the law firm ofTudl. 
m Anderson & Fisher doing during the period September 1992, 
[ q  through December 1992, to earn an$1800monthlymanagunent 
p~ fee fiom Padlic Ianes? 

[iq A: One, I stated that I didn't know the money was 
1111 going out any more than I knew the $750 to Millie Hoflhan 
[ i q  was going out right above it. Specifically, there was a 
1131 corporation known as Pacific Lancs Incorporated. I had an 
1141 obligation to that corporation; I have no idea what other 
[is] activities took place in that corporation. AS it relates to 
[ r q  the daytoday management of Pacific Ipes ,  a bowling 
[ i n  center, I know of no spcdtic manageplent_duties that were 
[ i q  being paformed by that firm or anypncin a t  fir& other 
[ i q  than maybe a gene@ oversight pending tli$kIosir& But I 

don't liii6wwhar they did or when this'$1800'startcd, and I 
p i ]  don't know what they did and how they accounted for their 

t h e  before then, this period of time.Thh was the 
pq business as usual, unfortunately, for me that took the money 
p41 out of my revenues news. 
12$1 Q: The recap sheet, that is reflected by page 3 of 
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[I] Exhibit 11, did you review this at the time it was prepared 
[2) or shortly thereafter? 
p~ A: I bdicve you are speaking of the left-hand side. 
HI niue are checkbook registers.The right-hand side is where 
[ q  they list the checks, and the left-hand side would be where 
[q they allocate - no, this was done wdl after the fact, 
m afta  the checks were written.These alloations were made 
[sl according to a chart of accounts provided by the accountant, 
pj and Jackie Pagni would make a decision as to where these 

[ i q  checks would go. Some of them would possibly stay there and 
some of them were probably corrected by the accountant. 

11;) O: As the personpltimatdy responsible for Pacific . 
1131 Lanes, during thi period Septembcr.l,1992, through D'&& 
1141 1,1992, weren't you curious as to what was happening with 
(1 q the bank accounts? 
[ ~ q  A: 1 bdicvc I stated in my previous testimony or 
[i7) deposition that I wasn't that involved or curious. I got 
(18) accounting rcports from the accountant. I owed these people 
[ i q  roughly a million dollars.Wd, I did owe a &on 

dollars at the time. I had my hands full with other 
p i 1  business affairs, as wcll as this transaction.Thcre wasn't 
lpl enough moncy going through here that would change the 

' 

[nl b:dancc - I was going to have to close with a hundred 
p41 thousand dollars. It never entered my mind that we were 
pq doing anythmg other than business as usual. which is 
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111 collecting the money on a daily basis, buylng the food, 
riq making the payroll. 
pi You d~dn't - I don't even - I didn't recall that 
141 they didn't pay for any insurance during this period of time 
[sj because the bill hadn't come in yet, things of that nature. 
161 I know you fmd this strange, but I wished that I could - 
m this is not unusual for me. 
181 Q: You executed a promissory note to 
pj Hoffman-Stevenson in connection with your purchax? 

[iq A: I executed a promissory note to Pacific Lanes 
[I 11 Incorporated. 
[iq 0: Pacific Lanes Incorporated, and that was for 
1131 $250,000? 
(141 A: $250,000. 
[iq 0: Did YOU, at some point, make an agreement with 
(16) Judge Anderson whereby the amount of that note would be 

- (iq reduced to reflect earnings of the corporation during the 
[;el period September through December 19921 
ti91 MR. SLOAN: I'm sorry. I lost the question. 
p l  Could we have it either read or restated. I just missed it. 
PI] MR. TAYLOR: I will restate it. 
[nl Q: Did you, at some point, make an agreement with 
p l  Mr.Andcrson, whereby the amount of the note would be 
p4] reduced to rdcc t  the earnings of Pacific Lanes during the 
pq period September through December 1992? 
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111 MR. SLOAN: When you say "Pacific Lanes' - 
n MR. TAYLOR: The bowling alley. 
pi MR. SLOAN: As opposed to Pacific Lanes, 
1.11 Inc., the corporation? 
[q 0: Do you draw that distinction, Mr. Hamilton? 
R A: Well, I drew the distinction earlier that there is 
m a corporation which probably has other activities that have 
[a] nothing to do with the bowiing center that I am not privy 
A to. 
I Q: k t  me b r a k  down the questionThere was an 
11 11 agreement made' to reduce the amount of the note, was there 
(12) nod 
1131 A: There was never an agreement, to the best of my 
~ 4 1  recollection, to reduce the amount of the note unq  the 
[is1 spring of 1993 with Steve Fisher and Rick Hoefd, prima* 
llq Rfiu: 
[tq 0: At the time the note was executed, in Dccembcr 
[la] 1992, did you cvcr discuss with Mr.Anderson the notion that 
[iq YOU would receive credit on the purchase price for amounts 
pol earned by the bowling alley from September through December 
pl] 1992? 
[pj A: At the time that we dosed, on December 4th 1992, 
m] I don't lcnow that we specifically rediscussed anything, 
p41 other than the fact that we had been operating under the . 
pq basis that I was in control of revenues, whatever they may 
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[I] be, the losses, whatever they may be, from September 1st. 
[21 1992, through whatever date it dosed, which happened to be 
pi December 4th. would bc mine to either bar the or pay 
p] the diffumcc. 
[51 0: At the time that you signed the note, did you 
[q bdicve that the obligation represented by the note would be 
m adjusted, depending on the earnings or lack thereof of the 
[a] bowhg Aey? 
A A: No. 

[iq 0: What did you bdicve? 
[ i t ]  4: I don't think that 1 thought about it,one way or 
(14 the other. bccause we didn't know the results of the 
[14 operation at that time. 1 cm't tdl you when I received 
1141 the financial statement for that period of time. It was 
[ ~ q  wcU aft- - in other words, I didn't receive September's, I 
[16] am sure, for a month or rwo.That certainly wouldn't have 
[in told me anything. I was making expenditures, ordering work 

-1 [la] to be done. 
[is] I use the example again of the insurance. I was 
[20] not cven aware that that hadn't been paid for, billed or 
pi] delivered or anything of that nature. Subsequent to that, I 

certainly have made sure that I have the policy More I pay 
PI for it and they get them out a little faster. 
(241 But I don't believe there was any discussion as to 
(2.51 the fact that there would be an adiustmcnt. one way or the 
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111 other. Otherwise, if I felt that that estate had taken 
n money out of my revenue that I was managing, I possibly 
p] wouldn't have grvcn them the hundred thousand dollars. It 
[4] was my intent, from the inception of this transaction, that 
[q I would loan a hundred thousand dollars personally to a 
[q corporation, plus or minus some - which turned out to be 
m another $10,000 during this period of time, to my own 
[a] corporation for formation and that that would be the extent 
[el of my investment, and that the revenues, beginning September 

[iq lst, 1992, would build, less any authorized expenditures for 
pi] capital improvements, which I did recognize I was making. 
[iq SO that thox cash balances would be there come 
[is] the first of May to operate from that time though August, 
114 again, which is the downtime of the ycar.That has happened 
[iq consistently every year induding this one. 
[iq After I gave them the hundred thousand dollars, 
1171 that money was gone. It was probably 90 to 120 days later 
[la] when the accounting for the end of the year, which was the 
[iq end of their year - when that was done, that the accountant 
t20] informed me that this is the amount of money that they - 
pi] the estate, Padfic Lanes, Inc.. expended that was not for 
[22) the direct bcndt  of your operation of Pacific Lanes, the 
(n] bowling alley. 
p4] I suppose they could have written me a check, but 
M they didn't have the money.That is what I would have 
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[I] prdarad, but it just didn't happen that way.The only 
m alternative that I had was to take credit on the loan and 
M that is wfut was negotiated - not negotiated, that is 
p] just what was authorized, I suppose, by Steve Fisher, who 
[q was handling the estate at that time because of his 
[q understanding of the date that I took over which was 
m September 1st. 
[el At the time that you signed the note forr$2SC),?OO.. 
~ o :  4th. did you intend to bind yourself to pay j 

[lq $= 
[ill k I certainly did. 
1121 Q: You did? 
[iq k I certainly did I had no reason to think 
114) anything to the contrary. I had no reason to think that 
115) anybody at that time - that there was money being taken out 
[iq of the checking account I didn't sit down and add all of 
[in this up. I ncver have sat down and added it up. I relied 
[iq 100 pcrccnt on the information provided by the CPA.That is 
[Iq his job. 
lzol MR. SLOAN: When it is convenient, I need a 
pi] short break 
[pj MRTAYLOR: Couple more questions. 
1-4 MR SLOAN: That is fine. 
1 0: YOU are aware that that notcwas subsequently 
1251 provided to First Interstate Bank as collated for a l m ?  
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[I] k I am aware now that it was provided. I was aware 
n when 1 paid the loan off in November or December, when- 
PI it was, of 1993, and I got it back &om the bank, mtha  
p] than h m  Fisher's office. I had to get a photocopy from 
~s] Fisher's office marked "paid in full.*That is when I was 
[q aware it had been pledged to the bank. 

Q: Is that the first time that you learned it had 
[a1 been pledged to the bank? 
~s) k By my recollection, yes. 

[iq MRTAYLOR: How about a break now? 
(111 MR. SLOAN: Thank you. 
[la (Short recess.) 
113) Q: The transaction or the dosing papers were signed 
1141 on December 4 of 19927 
[lq k Yes, they were. 
1161 Q: DO YOU know why, on December 15th of 1992, Pacific 
1171 Ianes wrote a check to Grant Anderson for $21007 
1181 k That is about the time that I had authorized some 
[lq cash Christmas gifts to the staff of some 40 people, and I 

bdim - I don't know the specific amount - but I bdieve 
1211 I had the check issued to Grant, asked him to come over, 

cash the check so that the management staff wouldn't know 
(n1 that, you know, that I was giving him the money, ct ccten, 
p4] et C C ~ ,  and he could stand up and say, Thank you for all 
(2s of your f i e  attention. It  is now formally closed. Here is 
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1241 Q: Is this different from the money that you paid to i41 that period of time. 
~4 employees in September of 1992? lpq Q: In early December 1992. did YOU S J E R ~ ~ ~  to Mark 
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9 a little token." 
4 I t  didn't work. Everybody knew whcre the money 
31 came from because that had never happened before. But that 
41 was the purpose for that, if I recall that. I don't r e d  
s] the specific dollar amount. But that is about the time each 
q year that I do such a thing. 
71 Q: Why didn't you want the employees to know where 
q the money was coming from2 
s) A: I am speaking of the management employees. I am 
q speaking of Jackie specifically that - it was kind of a 
t] last hurrah for Grant. He was leaving practice.They 
2) wouldn't see him formally. He had been Chuck's attorney 
31 for, I don't know, 15,20 years by that time. He had been 
41 the general operator of the thing.Thcy had relied on him; 
s] he,had had a personal relationship.Thcre were a lot of 
q tears.and things of that nature, carnaraderic.And I just 
,I] feli it was appropriate that Grant be the one to say thank 
181 you. I say thank you every year since then. 
191 Q: Who was the money supposedly coming from? 
lo] A: I t  was coming from Pacific h e s .  It was their 
!i Christmas gift, the first time they had received a Christmas 
q gift cvcr, and it was just appropriate, and I just wanted 
r ~ 1  him to hand it out, and I didn't particulilrly think that I 
?4] would want to draw a road map and, you know. take the money 
q out of the till or something of that nature, have the staff 
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111 go get the money, this type thing, just a social c&nt. 
m Q: Whose money was it that was being paid? 
pi A: It was my money. It was the corporation's money 
[I] under my direction. 
[q Q: Isn't it true that, in the adjustment process, you 
[q took the revenues, minus the expenses, to come up with, in 
m effect, the money that you werc aedited and that this money 
[el got paid-by the estate ultimatdy? 
[q A: I don't know that 
[iq Q: What did you and JudgeAnderson discuss about 
[i 11 this? 
FZJ A: I don't know that we discussed anything. I think 
119 - my recollection was that I had him come for this staff 

- 

1141 meeting. Meetings of that nature normally take place around 
[iq 2,3 o'dock in the afternoon Wore the evening shiftwe 
[iq only had one cocktail lounge at the time. So, when the 
[iq evening shift would come on, that is when, principally, the 
[iq management was there, the people that dealt with the 
[iq customers. 
p~ zol &during the day, the primary mover and shaker 
pi] in there was Jackie Pagni.The rest of the people all 
pzj worked at night - not all of than, but, obviously - there is 
pq a different kitchen crew coming on at that time.The bar 
1241 crew is coming on at that time. So you arc dealing with .-.. 

pq less than a half a dozen people there during the day at that 
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[I] time the way they ran the business, and I just kept it going 
n that way because I didn't know any different I was in the 
A learning process as to how the operation - how I might want 
p] to change the d a y - t d y  operation. 
R So I asked Grant to join us and kind of - you 
[q know, he made the formal announccmcnt of the dosing, 
m ct cctua, et cetera, and that he would.no longer be coming 
[ ~ j  ovu there on a formal basis, and I think, at that the, was 
[q when I said, "Here, endorse this check" 

[iq I ran it over to the bank and got cash for it. 
[ill The bank is in our parking lot or vice versa.Wc arc right 
112) next door.hd I determined, in my own mind, the amount of 
[la] money that I wanted to give to each employee, and I didn't 
114 want there to be a lot of dialogue with, you know, prejudice 
[iq of one manager over another. I mean, we arc not talking 
[iq about any money. 
119 But, the very next year, as a perfect example. 
[la] when I wanted to do the same thing, I was given a lot of 
[tq dialogue by Jackie's daughter.'lhis was after Jackie 
1201 died - about why pay this person this and why pay that 
pt] person that. I just felt it was important that everybody, 
pq wcn if they came to work the day before, get a token, you 
ml know. $25. 
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111 A: I am not so sure it is not the same. 

Q: You told the Liquor Control Board pcople, when you 
PI started in 1992, that you paid all of the employees a 
p] hundred dollars. 
[q A: I told the Liquor Board that when? 
[6] 0: When we were there just recently, within thc past 
m few months, or it may have been the Gambling Commission. I 
(81 can get my notes out if I need to. 
p] A: I don't know that and I don't know that it would 

[to] bc any different. 
[I 11 MR. SLOAN: I think, if you arc going to 
[iq quote him, that you ought to be more specific in the quote. 
1131 MR. TAYLOR: I will be very specific. 
[14] Q: Did you pay any money to any employees, in 
[iq September of 1992, any employees of Pacific lanes? 
[16] A: I am not so sure that I paid them in September and 
[la in December or if I just paid them in December. If you 
[la] ktdn't asked me about that check, I probably wouldn't have 
[la] even thought about it now. I know that I paid them some 
[ml money. 
pl] Q: Is it correct you don't recall paying money to 
lpl unployces in September 19921 
m] A: Mr.Taylor, I believe, in Septunber of 1992, when 
p41 the transfer was made and there was a general 
pq management-style meeting, and I am not talking about 
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111 cveryt>ody that ever worked there, that I did pay some money 
m to some primary people. I don't want to sound like I am 
p] going back and forth, and I know that is what it sounds 
141 Uce. But I am trying to remunbcr what happened over five 
[q years ago. I believe I gave some currency and, you know, 
[q $50 and $100 amounts to a half a dozen people at that time. 
m I a h ,  based on this question, because it is not 
[el $1800, which I see in the September thing, at least in that 
pl month, I do r d  now that I asked Grant to come to a 

[iq meeting after the dosing at the end of the year and gave 
[I 11 cvay employee, at every Ievd, some token Christmas gift. 
1121 Q: When did you irnplunent a bendit package at 
1131 Lanes? 
1141 A: Shortly after my formal acquisition. Some people 
[is1 wcn being afforded benefits and I found that others were 
[iq not and the policies that wcre in place were not 
(171 particularly being adhered to. 
[re] Q: When you say "shortly after the formal 
1101 acquisition," what date do you consider to be the formal 
trol acquisition? 
pi] MR SLOAN: Is that visa-vis the 
lpl implementation of the benefit package or is that an isolated 
pq question? 
PI . MR TAYLOR: In relation to the answer he 
N lustgave. 
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111 MR. SLOAN: What docs that mean, Counsd? 
m MR-TAYLOR: That is what 1 was asking. 

k The formal dosing was December 4. 
[4] 0: Stop, please. Stop. Let me get my question out  
[q Patrice will start yelling at us; 
[q You testified about a bcndit package shortly 
m &a the formal dosing.What I was asking is:What date 
[el did you consider to be the formal dosing with regard to 
p~ your answer about the benefit package? 

[iq k The formal dosing would have been December 4. I 
[it] am not certain, when I started to review the actual 
[cq benefits, whether it was before or after that period, nor 
[is] can I state when I added people and formalized the process. 
1141 If you are here this length of time, you get benefits. 
[iq Q: Did Pacific Recreation ever transfer any funds 
[1q hito the bank account of Pacific Lanes, Inc.? 
111 A: I can't answer that. 
[la] I guess I can answer that.You gave me a copy of 
l ie] the checking account register that I provided you.There 

wac  two checks written Deccmbcr 4th for $50,000 each, one 
pi] to PlciEc Lanes, Inc., and one to HoffmanStevcnson, Inc. . 
[zr) 0 :  Putting those two checks aside. 
mi A: I don't r e d  that there were any checks during 
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111 ~ u s c h c r t  that he should call Judge Anderson because Judge 
m hnderson was a likely prospect for buying a Cadiilac? 

, pi A: I don't know the date, specifically, but I have, 

,\ 141 on several occasions, when people ask me that they arc 
[ q  interested in acquiring a Cadillac, you know, friends, 
161 someone Like that that says, "How do you like your Cadibc, 

gee, they arc sure nice" or are they this or they arc that, 
[a] I would say, "Here, call this young man. He was very 
pl attentive and he has taken good care of me." 

[lo] If I recall, the contact with Grant was he made 
1111 such a statement, and, I said, "Well, here he is; here is 
112) the salesman. 1 believe he is a very attentive, competent 
1131 guy. He has been there a long time."And, 1 said, "Here is 
1141 his phone number; here is his name; call him." 
[rsl Q: You suggested to Mr.hnderson that he 4 
1161 Mr. buschert? 

.* llq A: And I believe, in Grant's spccific case, hc said, 
i la ]  Well, have him call me at my office." So I contacted Mark 
[lg] and asked him - gave him the phone number and said, " C d  
120) him.* I don't recall when that was. It was in response to 
p i ]  a question by Grant Anderson. 

Q: I asked you, at your last deposition, on page 87, 
pl the question: "Did you suggest to Mr. Anderson, prior to 
~4241 his purchase, ihat he should go to this particular 
pq dealership and buy a Cadillac? 
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111 And your answer is "No." I guess I am trying to 
m understand here. 
pi A: I don't see any inconsistency in that statement. 
141 Q: Very well. 
[ q  A: He asked me - Grant Anderson asked me who I dcalt 
[ q  with. 
m Q: In your counsel's letter to me, of June 27,1997, 
(81 he said, W e  have furnished you documents earlier and will 
[el have others to condusively establish that Mr. Hamilton was 

[lo] in control of the bowling alley in September 1992." Did you 
[ i l l  bring with you any other such documents? 
(121 A: Well, I asked you if you had or wanted a copy of 
1131 Mr. Schafcr's file that we picked up Gom him. 
1141 Q: IS there anything in there that condusivdy . 
[ i q  establishes or relates to whether or not you were in control 
liq of the bowling alley in Scptcmbcr of '92? 
11- MR. SLOAN: You arc using the words that I 
1iq selected of my own choosing and asking Mr. Hamilton to adopt 
119 them. He may or may not want to adopt my words. SO I would 
w object to the form of the question as argumentatme. 
~ 1 1  Q: Go ahcad and answer. 
[pl A: Okay. In the file - and the reason I went to 
p ]  pick up this file is that, in reviewing information in 
[24] preparation of your second subpoena in April, I ran across . 
pq an envelope of some paid bids that were paid that I had in - 
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[I] my possession for physical improvements, organization, 
m things of this nature. One of those bills was Mr. Schafer's 
p1 bid to mc.And I will just stay on that subject for just a 
pl moment here.hd I will give this to you. 
[ q  It is a photocopy of a bill that I paid October 
[ q  5th, 1992. It is dated September 5th. 1992. It refers to a 
m meeting in Schafer's office on August 17,1992, his first 
[el billing notations where he says "Checking miaofiche at 
[el library for availability of desired corporate name," because 

[ i q  I had come to him with that name. 
1111 "Meeting with W. Hamilton regarding formation of 
[ l a  Pacific Recreation Enterprises, Inc., and acquisition of 
1131 Pacific Lanes," and then the notation "reviewing documents." 
1141 I did not recall that I had ever dealt with him 
[ i q  with any documents. So I am saying now 1 wonder what he has 
[ i q  in his Glc that I might have given him becruse I didn't 
1171 r e d  that I spent more than 10 or 15 minutes in his office 

-\ (tal and that was borne out when, from beginning to end he spent 
[ i g  two and a half hours and billed me $300 for the forming of 
pol this corporation.That covers three calendar days. 
p l )  So, I couldn't have spent much time with him if he 

also spent time going to the Library and checking with the 
p ]  microfiche and preparing all of these documents. 
p4) So 1 - Phil and I were together one day, shortly 
PSI thereafter, when 1 was putting this stuff together, and I 
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111 said, "Let's stop in md let me see my fde.This is not m the only file that I havc down there," which I didn't even 
R recall until Schafer asked me if 1 wanted all of my frles, 
PI which by the way he has never givcn to us, 1 just recalled. 
lq So we stopped in there and askcd him for this 
(61 fdc. It was after leaving there with this file that I 
m noticed that here was the original - this is the 
[a] post-scratch paper copy of the agreement, "Business 
p~ Acquisition and LcaseAgrcement."This is where - this is 

1101 all of my writing on here where I am filling in some of the 
[I 11 blanks. 
1121 There are a couple of things that surprised me in 
[i3] there. I kept looking at the words on number 6 and number 
(141 8 because I can't even read my own writing most of the time. 
[is] That word is "onerous." 1 found a couple of these provisions 
1161 in the agreement were going to be rather onerous to me, and 
(11  I wanted to discuss those with Grant Anderson to see if they 
[la] were absolutely necessary. Obviously, they were, because 
1191 they were in cach subsequent draft. 
t20j But, it is on the last page, paragnph 13 E, I 
PI] bditve it is, where it was typed that "This matter should 
1221 be dosed as soon as reasonably possible but no later than 
m] Scptcmba 30,1992," and I had crossed out the "30" and put 
p 4 l  a ""1 alongside of that. 
pq I felt that this was important because it dearly 
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11) states -and this is not in my possession; this was in 
m someone else's possession - and this was one of the things 
p ]  that I was looking for, not this specific document but 
14) anything dong this line that I could find from any 
[q rcguhtory agency, any mcmonnda, any notations, anything. 
R I saw, reviewing documents, it just - I wonder 
m what he reviewed. So I went down there and looked at the 
[8] file and got the file. 
@ The other thing that I noted, at that particular 

[la time, and 1 mentioned this to Phil, wasthere were no notes 
ti11 of any kind in this file.And I found that somewhat 
[ i q  curious,given the £act that Mr. Schafer's affidavits and 
[13] sworn statements and so on have always referred to "notes" of 
[I41 some conversation that he had with mc.And I have stated 
[ ~ q  that I didn't spend enough time with the man for him to take 
[ i q  notes. I didn't tell him anything that there was anything 
[iq to take notes on. I felt, if there were notes about my 
1181 filc, they should be in my filc, and this just confirmed, 
[ l a  for mc, at least, that thcre were no notes, which was my 
(pl recollection that he didn't take notes because they are not 
PI] present So I kept the fi1e.W~ kept the file. 
RZI It ishthisf i lethatIamr~ed3stothc 
~pl fict that they sent things to Michael Favors who had just 
p ]  joined an old assodate out hAubum.Also, in this file, 

I believe there is some notation to the fact that corporate 
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[I] documents were transferred - transported to me. Herc, 
W Sc~tcmbcr 4,it says "Mailed September 4,1992," Gom his 
R administrative assistant. It says, "Dear Mr.William 
I.(] Hamilton, here is your Certificate of Incorporation to your 
[ q  new business Pacific Rmcation Enterprises, Inc. I have 
[sl threchole punched it for your minute book. Have a pleasant 
m afternoon." 
pl So, this is consistent with my recollection that I 
@ needed this information; I needed the information that was 

(tot provided for me by mail on September 4th before I could 
1111 complete the applications or before Mr. Favors could 
1121 complete the applications to get them in for filing. 
1131 So, yes, that is part of the information that I 
(141 wanted to give you. I felt that that - he feds that that 
[iq condusivcly and I feel that that condusivdy - 
[ i q  MR. SLOAN: Don't say what we have talked 
1171 about 
11e1 THE WIMESS: Having never read your Ictter, 
118 I suppose 1 can't 1 am just responding what we have said 
~zq to him. 
pi] 0: What else have you brought with you to show 
lpl control of the bowling d e y  by September of 19921 
pl A: I, in response to your subpoena of April 9th, 
124) provided YOU with a copy of the billing statement from 
(251 attorney Pat Comfort. I t  refers to a June 1992. meeting in 
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I his office. When I ran across this billing, it reminded me 
1 that I had even met with him. 
1 I contacted Mr. Comfort; he pulled the file out 
1 and confirmed thc mccting date of Junc 5th. His notcs and 
1 my recollection, once wc got talking about it, were similar 
1 and that he had advised mc that the time to own thesc things 
j is not in the middle of the summer. I contacted him, not in 
g his capacity as an attorney, but as a friend and an 
q usociate.We had bccn - I had known Pat for a number of 
IJ years. His brother was on my board. 
11 Speci6cally, he had had an unsuccessful stint as 
g an owner of a bowling center and I was aware of that. 
11 I had run across just some suibblings on a piece 
11 of note bringing up questions as I was going through this 
;1 analysis which I will provide for you. One of the things 
2 that it shows is that - thc difference between winter and 
q miber ,  that the rwenucs go down substantially and that I 
q would be short a substantial amount of money during the 
01 summer months. 
q Q: Could I take a look at that, plasc. 
11 MR. SLOAN: I think it would bc appropriate 
4 to mark these exhibits, really. 
q (Discussion off thc record.) 
'41 MR. SLOAN: You referred to Doug Schafcr's 
4 bill; you referred to Doug Schafer's fdc, Pat Comfort's 
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[I] bill and your notes of Pat Comfort's conversation. Do you 
rn want to mark thosc collectivdy? What do you want to mark? 
PI MR.TAYLOR: Why don't wc mark them one at a 
@I timc. It is casicst. 
R MR. SLOAN: Wc would likc the originals back 
[q You can certainly make copies of i t  
m THE WITNESS: I have made a copy. 
[el (Exhibits 12 and 13 marked 
~sl for identification.) 
lq MR. SLOAN: Thc prior thing was Bill's notes 
ti]  of conversations with Pat Comfort. 13 is Doug's file. 
14 MR. TAYLOR: Is it is Mr. Hamilton's notcs. 
1q M R  SLOAN: Conversation with Pat, right? 
141 MR. TAYLOR: Yes. 
is] M E  WITNESS: Not ncccssarily. 
iq MR. SLOAN: What is it? 
$11 (Dixussion off the record.) 
1 Q: Handing you Exhibit 12, can you WI us what that 
:!el is, plcax. 

A: It is my scribblings about a lot of information 
pi] It has to do with - it probably covcrs a long paiod of 
~ 2 )  time. 
lpl Q: Let me ask you a couple of questions about i t  .. 

pq Thc entry "P/R," what does that stand for? 
(251 A: Payroll.What I am doing is I am describing the 
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ti] nut.?he payroll in thc summer. It is - I have given two 
m numbcrs here. It looks like it totals $15,500.Why I draw 
m that conclusion to 20, I will never know, but it, 
@I apparently, goes, in the wintertime, to $28,000. I am 
19 getting this from financial information Erom PaciEc h e s .  
[q Q: It looks like "Claw to gambling'? 
p~ A: These arc questions that I am asking while I am 
[el putting together and I am analyzing this hnanckd 
[srl information.Whcre docs the "claw" money go. Claw is a game. 

[iq MR. SLOAN: GI-a-w. 
[ill A: Littlc stuff that picks up the teddy bears. 
(14 MR. SLOAN: In thc steam shovd claws. 
[iq A: A:"Whire docs the money go?T"I'at is what I am 
1141 asking. Docs it go into gambling? What about the gamc 
1151 room? What about all of the machines? 
116) (Exhibit 14 marked 
[in for identification.) 
[iq Q: Did you bring any 0th- documents that rdatc to 
1191 your control of the bowling dcy?  
t20) A: DO YOU want me to describe it as I give it to you? 
PI] Q: That is all right.We will mark it hcrc in a 
~nl second. 
p] MR. TAYLOR: It is 15, and that is Orcutt, 
pr] Favors' bill. 
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[I] (Exhibit 15 marked 
p~ for idcntification.) 
p~ Q: What is next? 
[4] (Exhibits 16 and 17 markcd 
151 for identification.) 
[q Q: Exhibit 16 is a bill from Wilson Refrigeration 
m Service? 
181 A: Exhibit 16 is an invoice from them, dated August 
PI 27,1992. 

pol Q: To PaciEc Lanes? 
[ti]  A: To Pacific Lancs, 1nc. 
[la Q: What docs this have to do with you? 
1131 A: If I ordered the work that was donc and the money 
1141 was paid at my direction, as with the next invoice-Thcrc 
(151 are two invoices. It was just a job that was split in two. 
[I 61 Q: This is bcforc even September I st of 1992. How 
[iq did this happen? 
Itel A: That is the date that I mct with them. 
[la Q: The bill was submitted on that date, was it? 
~1 A: Not necessarily.That date that I receivcd it, 
PI] that might have k e n  the date that they went back and dated 

it. But wc didn't pay that until September, after the work 
p] was donc, right along with this datc.Thcse arc some new 
~ 4 1  h a t  pump units that were put in one end of the building. 
psl 0: The work reflected on Exhibit 16, it says, "Date 
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[I] completed,August 27,1992." Did you havc any involvement 
m in any aspcct of Pacific Lancs prior to September 1 of 19921 
pl A: I was meeting with people al l  along, but the work 

wasn't complctcd, Mr.Taylor.That is just a prcprinted 
[q form. 
[q Q: Wd- 
m A: What happened was, right around the first of 
[el September, the air conditioning wasn't working.Thc units 
p~ had been bobby-pinned together for a number y s . A  

[iq determination was made to replace some heat pumps.Thcrc 
[I 11 was a contract written - not a contract.?here w?s an 
1121 ordcr written for the combination of thesc two bills. It 
[iq was to be 50 percent down and the balance upon complction. 
114 I don't know when this was rcccivcd in the bowling center. 
[tq Q: You are rdcrring to Exhibit 161 
[iq k Exhibit 16. I can tdl you that both dollar 
1171 amounts were paid at the same time toward the end of 
[iq Septcmbcr by Pacific Lanes Incorporated. 
lie] 0: My question is: Prior to September 1,1992, did 
pq you order anybody to do any work on Pacific h e s ,  on the 
pi] physical structure? 
pq A: 1 don't Wcve  that I s p c c S d y  ordered anyone 
PI -to do anything. I was aware that the work was bdng done 
1241 bccausc the work had bccn ordered and discussed for months, 
pq the work that needed to be done before the bowling center 
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111 could open.And I had concurred with those decisions back 
m in thc arly summcr.'Ihis was not part of that work order 
pl tlmt wu already in the mill when I agreed to buy the phce 
HI and pay those bills.They could have stopped, but I wanted 
[q thc work done, toa.This was as a result of something that 
[q had failed right during the end of their ownership. 
m Q: P a d c  Lanes paid these bills ultimately, 
p~ correct? 
[91 A: Pacific Lanes Incorporated checking account paid 

[iq those billings under my direction. 
[ii] Q: When you say, "under my direction," what do you 
[iq m a d  
1131 A: Wc have been through this a number of times. I 
1141 look at that - when I say "my hmnds," Pacific Lanes 
[iq Incorporated, was the checking account being used, after 
[iq September Ist, for the depository of thc funds under my 
[iq control. 
[ie] Q: But you are not saying you spc&cally directed 
lie] the payment of the bill that is reflected by Exhibit 16, arc 
Vl YOU? 
~ i ]  A: I am saying that I specifically ordercd the work, 
[nl and I specifically directcd the payment of it in September 
M 1992. 
~4241 MR. TAYLOR: Off the record. 
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l k i  MR. SLOAN: Your last comment was pertaining 
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(Exhibits 18 through 32 marked 
121 for idcntir~cabon.) 
M Q: Exhibit No. 19, what is that? 
141 A: Exhibit 19 is a photocopy of the notice, dated 
[q October 6, from the Internal Revenue Service, establishing 
R the fax ID number for Pacific Recreation Entcrprixs, Inc. 

m Q: What docs that have to do with your control of the 
[el bowling alley? 
pi A: The significance of that would be that these 

[lo] documents take anywhere from a matter of weeks to a matter 
1111 of months to get. So I felt that this provided more 
[lq cvidence that I was intending to be in business. I was just 
[la] going through the motions, the minutiae, of getting all of 
1141 the pieces of paper in order, not knowing how long they 
[tq would take. I didn't realize this took weeks or months at 
[iq the time. 

- 1 Q: Exhibit 20, how does that relate to your ownership 
[ie] or control of the bowling alley? 
119 A: This is the November 3rd recognition by the 
[mi Gambling Commission that they had a substantially complete 
pll file, to use my word, that they had finally gotten all the 
[221 documents that they needed, and this is the first formal 
~n) mitten communication from thun of my application and what 
1241 is necessary to complete it. 
129 Q: h c k  in 1992, did you tell the Gambling Commission 
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111 that you were in control of Pacific Lanes Bowling AUey? 
p~ A: I don't bdicve that I stated that I was in 
M control to anyone. 
v] Q: Is there a reason you did not tdl the Gambling 
[sl Commission that you were in control of Pacific Lanes from 
[q September 1992 forward? 
m A: I don't bdicve it was part of the process. 
pi Q: Exhibit22,whatisthat? 
pi ' A: Exhibit 22 follows Exhibit 21. - [iq 21, which you didn't ask about, is the final 

1 [ t i ]  notitiation a week hter from the Gambling Commission that 
[iq that they had approved my application.?his is as dose as 
[is] you get to an approval. I findThey say they arc prepared 
[ i d  to issue a License after I dose, and I have got an m e s t  
[tq money agreement that says I won't dose until I get a 
[iq license. So we are in a Catch 22. But, relying on that, 
[IT] after discussing that with him, what it really meant when I 
[la] got it, I went out that very day to the City of Tacoma and 
[is] purchased a number of operating liccnxs. 
pq This just happens to be a receipt from the City of 
PI] Tacoma for some $720, but it covers a number of licenses, 
p~ and that document implies that an October 1st operating date 
PI was in ordcr. 
p41 I was confident at that moment, cvcn though I am 
pq making this payment on Novcmbcr 13, I am confident at that 
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111 time I received the only approval that I wasn't in intimate 
m contact with, since I was in ahnost daily contact with 
pi Mr. Cothran from the Liquor Board. I had been assured by 
~1 him they had no problems with that they were just rounding 
151 up the n y  firul papas. 
[q 0: b h b ~ t  22, you are making an application for a 
m bowling d c y  to commence October 1,1992; is that right? 
[el A: I didn't write that information in there.?he 
w dcrk did.Thcy said approximately when did you start, and 

[lo] 1 said in Scptcmbu. 
11 11 Q: And they wrote "October"? 
(121 k And they wrote "October." I said.1 have bcen 
(131 there since September." She said something to do - "We 
1141 have to pick a date." So, I said, "October 1st." 
[iq Q: So you picked the date October 1st that appears on 
[iq Exhibit 227 
111 A: I am not certain that I did or she did.When I 
[181 found this, it just looked to me Like h a c  is some evidence, 
1191 that I am tdling people and people arc responding to the 
PI fact that I was in control of the thing prior to dosing, in 
~ 1 1  control of the operation, and 1 am telling the City of 
pl Tacoma that my corporation is formed.?his is - that isn't 
PI even my writing. I a m  standing at the counter, if I recall, 
1241 and I had to go to a number of agencies that day within the 
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[I] Q: Exhibit 22, you read it bcforc you signed it? 
n A: Probably. 
pi Q: Any rcison to believe you didn't read it? 
[4] A: I was probably standmg there giving her some 
[s] information; she was writing information. I don't recall 
[q the specific conversation, other than the fact that, in 
p-j rcvicwing the document recently, I saw that it had a date 
[a] prior to December on it, and 1 thought these are all in 
pl keeping the chronology of this. It is all there, November 

[lo] 3r4first communication from the Gambling Commission; 
[ti]  November 13, their confirmation.The very next day I go to 
112) the City and get the licenses, et cetcra, ct cetera. 
1131 Q: Exhibit 23, what does that reflect? 
[141 A: 23 is the front page of a Gambling Commission 
[is] handout, dated May 10,1992. My son and I attended a 
1161 training session, which is a requirement of the Gambling 
111 Commission, sometime in the summer of 1992, along with other 
[la] people from the bowling center. 
(191 Q: I'm sorry.When did you say you attended the 
[mi training session? 
pi] A: In the summer of 1992. 
p~ Q: You arc not testifying that you attended it in 
PI May - 
p4] k NO. I don't know the specific date we attended 
psi it. I just know it was on or about the time we took control 
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[I] of thc operation because neither of us could have anything 
m do with the corporation, with the gambling operation, until 
p] we took this. 
~1 I was opaating the business as a nominee, as it 
m war ,  of Padfic Lanes Incorporated. I was not a manager. 
[q The designated manager of the gambling was Jackie Pagni. I 
m asktd both the Gambling Commission and the Liquor Control 

Bard agents that proccsscd my application if they had any 
R rccoLlection of me disclosing to them that I was operating. 

[tq The young hdy at the Gambling Commission, whose 
[it] JUIDC escapes me at the moment, although I had quite a bit of 
113 communication with her, because she was in the process of 
1131 having a child and had to leave in the middle of this 
I141 PTOCCJS and my first grandchild was being born at the same 
[tq tiw - and, she says, We& if we would have known that, 
[1q that would have been a secretion of interest or something 
[17) and you might have gotten in trouble." 
[18] Idd,We&Icatainlywas,and,ifIamin 
[IQI trouble, I am in trouble." 
@J] The Liquor Control agent said he was fully aware 
1211 that I was opaating under the license of Pacific Lanes, 
m Inc, but that I was not aercising any direction about 
M citha regulated industry. I was there protecting my 
[24] investment and directing the physical improvements that 
125) ntcdcd to be done. . 
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111 Q: you testifying now that you told the Gambling 
m Cammission, back in 1992, of your managerial 
A responsibilities? 
p] k. No, I am not  I am saying I asked the question of 
151 the agent a few weeks ago, in response to trying to find 
PI documents that 1 didn't have in my file to respond to your 
Vl subpocrr;l - I was asking if they had any recollection of 
p] thlt One agency did and one agency didn't. 
p~ Q: Exhibit 24, what is this7 

[iq k Exhibit 24 is an amortization schedule run off a 
[111 corn u t u  in my office,datedAugust 16,1992, that reflects 
[la the h0.000 note at 7 and a half percent.7Xis p a r t i ~ ~ l v  
[131 one just shows a payment of 2967.54 and I don't rememberwhy 
1141 that was. It was roughly a ten-year payout, and I agreed 
118 to Pay $300 a month. 1 just wanted to see where the 
[iq balances would be. 
[in Q: Exhibit 257 
1181 A: Exhibit 25 is an amortization schcdule run 
I101 shortly th&ter, onAugust 23, for $650,000 at $6000 a 
PI month.This was the document, the procedure, that I used to 
ptl fill in those handwritten blanks in that Scptcmbcr 26th - 
fP1 I'm ~0rry-August 26,1992, earnest money agreement. 
P I  I only took a picture of the first page. 
I241 Q: Exhibit 277 
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1 to Exhibit 26? 
1 M E  WITNESS: 25.1 don't know where 26 is. 
q He asked about 17, so - 
9 A: 27,I just ran across in the me. It is dated 
;] September 14,1992. It is a fax from CommonwcalthTitle 
q Company. I bdicve this was in response to an inquiry that 
1 I made to the title company to provide me with the legal 
q description and a plot plan, if that is the word, of the 
JJ property in which I was 1casing.This became, along with 
4 these amortization schedules, the documents that I provided 
I] to Grant Anderson so that he could complete - so we are 
ZJ talking about the same thing. "Here is what I am going to 
3 lease; here is what I am going to option; here is where 
c] these numbers came from," et cetera. 
q Q: Exhibit 30. 
q A: .I don't cven know how that got in there.That is 
7j just-a cash receipt. I went out and bought some planters. 
a] People throw their cigarette butts on the ground and I put 
q some planters out in the front of the bowling alley. It is 
q dated October 5,1992. I just - it was in the paid 
nl receipts and I thought, wdl, I remember doing that. For me 
3 to go buy those, obviously, I would have had to have some 
q ocpcricncc as to why I wanted them.A month's worth of 
!4] picking up cigarette butts was enough for me. 
q Ironically, someone stole those and I had to 
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111 replace them. 
m MR. SLOAN: To quote the sport's columnist of 
p] the MikeTyson fight, it was irresponsible. 
[41 Q: Exhibit 31. 
[sl A: Exhibit 31 is a letter, dated September 16,1992, 
pq from Bratrud, Br-a-t-r-ud, Middleton Insurance brokers 
m to USF&G Insurance advising, in writing, of a prior phone 
te] conversation with the insurance company the necessity of 

setting up a separate property from the Ho£fman-Stmenson 
iq file, extrapolating that or atracting that asset of the 
i t ]  bowling alley from their other coverages for a new owner. 
tzl It gives them the name of the corporation, 
iq "Pacific Rcc"; coverages; the fact that HofhanStcvenson 

' 

141 and Pacific lanes need to be an additional named insured as 
;.q a landlord and a loss payee, respectfully, and their 
yq anticipation of an cffcctive date of October 1. "Nced to 
3q let" - "they need," USF&G - "needs to let the new owner 
[iq know the cost breakdown ASAP." 
lie) I felt this, which I got from the insurance 
pol company's files, along with the policy of that same date, 
pi] would indicate that I obviously was committed; I was in 
pzl control; I was incurring apenses.?he insurance policy 
pq premium on that was some $13,700. 
p41 Q: When was the premium paid? . 
psi A: The premium was paid by Pacific Recreation 
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[I] Enterprises after the first of the year and was part of the 
m adjustments that were made by the accountant out of the 
p1 Pacific Recreation account, the second stage of those 
~1 adjustments. 
m Q: So the premium for the policy then, represented by 
[q Exhibit 32. was not paid until sometime in 19937 
m A: Sometime in 1993, yet the coverage was backdated. 
(81 So, therefore, it needed to be adjusted on the books because 
[sl the benefit - 

[tq Q: What was the back date selected for the backdated 
1111 coverage? 
113 A: The coverage wasn't backdatcd.?he premium was 
( 1 1  paid and the premium was backdated. 

MR. TAYLOR: Could I have the last answer 
[tq read back, please. 
[iq me previous two questions 
[in and answcrs were read.) 
[lei Q: Which was it? 
[tq A: Well, the coverage was placed in Septunber. 
pol The policy was dated October lst, 1992.Thc policy was 
pi] delivered sometime in '93, dong with the premium bffl. It 
lpl was paid for by Pacific Recreation Enterprises, yet the 
fnl coverage was prior to Pacific Recreation Enterprises paying 
p41 for it. So that money should have been out of Pacific 
pq Lanes because they had coverage from October of '92, through 
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[I] December of '92. 

21: So Pacific h e s  paid a percentagc of the premium 
for October, November and December of '92? 

[41 A: That's correct; Pacific Rec paid that. H 

[q Q: Pacitic Rccreation? 
[q A: Paid that in January or February of whenever it 
m was. 
[a] Q: I want to be clear. 
pl The percentage of the premium attributable to 

[to] October, November and December of 1992, who paid that? 
[ti] A: The premium was paid by Pacific Rec.The 
[iq postclosing adjustments,done by the accountant, took that 
1131 money as a debit adjustment on those adjustment forms that 
[14] YOU were provided earlier. 
[is] Q: Reducing - did that increase or reduce the amount 
[iq of the adjusted price that was paid? 
[in A: It reduced the amount. 
[la] Q: So you were basically given credit for making that 
[ltq p:ymcnt? 
pol A: Exactly. 
pt] Q: Why wasn't there a policy in place as of September 
(pl lst, 19921 
p] A: My recollection is there was a policy in place for 
[24] HoffmanStevenson Incorporated, that covered all of 
PSJ Hoffman-Stevenson's assets, including the bowling center. 
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[I] 0: Why wasn't there a policy in place for Pacific 
m Recreation as of September 1,1992? 
M A: Pacific Recreation Enterprises, Inc., I was not 
w] even informed from Mr. Schafer that the corporation had been 
[q formed until after September Ith, which is when they mailed 
[q to me, from his office, the incorporation papers. So I 
m didn't have the name of the company even, other than the 
p] fact that is what I told him to select. But I had had no 

further communication from him, other than to sign the 
[iq papers. I wanted to make sure that I had a legitimate 
[I 11 corporation 
[la (Exhibit 33 marked 
1131 for identification.) 
1141 0: What is Exhibit 331 
[is] MR. TAYLOR: Off the record. 
[iq (Discussion off the record.) 
(17) (Exhibit 34 marked 
[la] for identification.) 
[tq 0: Exhibit 33, the first page of Exhibit 33, what is 
lzol that? 
pi1 A: The first page of Exhibit 33 is a schedule 
pq prepared by my accountant at my request in response to you 
p] April '97, subpoena to show the year-end balances and any 
p41 activity that he could determine on the owner's loan account 
psl where I was, as the ownu, loaning money to Pacific 
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p] Recreation Enterprises, Inc. 

Q: Is it correct there were no loans made by you to 
A Pacific Recreation, Inc., prior to January of 19931 

A: No, that is not correct. 
[s] Q: Why aren't they shown then on this document? 
[q A: I don't know. 
m Q: What loans did you make prior to 1993, to Pacific 
[a] Recreation? 
pl A: You were provided a checking account recap 

[iq statunent. I am not so sure what the question was in the 
[I $1 subpoena, but he was given a copy of the s u b p m  to respond 
113 to. I believe the checkin account recap showed I had 
fi31 loaned the corporation 91 10,000 prior to January lst, 1993. 
1141 0: We have got that as Exhibit 8. 
[iq A:Ihaveacopyofithere. 
[iq Q: What docs Exhibit 8 show? 
1171 A: Exhibit 8 is the checking account recap of Pacific 
[in] Rcaeation's checking account, showing a deposit from a line 
[iej of credit that I had established for $10,000 on November 30, -4 

fml '92, and a hundred thousand dollars on December 4th. '92. 
pi] So the loan account reap, that is Exhibit 33, has to be 
pq increased by $110,000. 
[n l  Q: You had testified last time;at page 45, that 
1241 capital expenditure payments were made by you in 1992, and 
pa accounted for as loans by you to Pacific Recreation. Docs 
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111 that inf'ormtion appear someplace in Exhibit 33? 
m A: No.That is what 1 just stated. Ile left off the 
p ]  '92 contrlbuuons that are referred to m Exhibit 8. 
j Q: The '92 contributions consisted of a hundred 
[ q  thousand dollars that was paid in connection with the 
[q purchase of the business and did not relate to capital 
m expenditures; is that correct? 
[el A: To me, I am purchas~ng not new capital 
PI expenditures, not improvements, but I am purchasing the 

[lo] capital assets. 1 didn't buy a corporation; I bought assets 
[I 1) from a corporation. So, yes, I would say those are 
(14  purchase of capital assets. 
113) Q: In your prior deposition, you were calling those 
1141 capital expenditures, painting, repair of broken 
[cq heating/cooling facilities, construction for a 
[ i q  cocktail lounge, architectural work and lane rdinishing. 
. (17) Arc you changing that testimony? 

[iel A: I don't know if I would call it changing it, 
[ i g  Counsel. I am just saying, when you pur- assets, 
PI a p i d  assets are capital assets. I suppose I didn't think 
p i ]  about the fact or you didn't ask the question as to what 1 
p~ - or 1 was focusing on the fact that what did I put in the 
(231 b w h g  center after I paid for it. I don't know the spirit 
(zsl or what level of discussion you are talking about. 
pq Q: Why don't you review pages 42 through 46 of your 
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[I] prior deposition, and let's be very precise about what we 
m are talking about. 
pl MR. SLOAN: Could we see the other copy. 
(41 Counsel. 
[ q  Stvt at 40, line 7 or 9, so YOU get more in 
[ q  the flow of it. 
m A: How far did you want me to read? 
[el . Q: As far as you need to to put your answer into 
is] context. 

4 [ i q  A: I am not even sure I know the question. 
[ i l l  Q: You testified in your prior deposition. beginning 
[ i q  at page 44, continuing through page 46, that you made IW 
1131 to Pacific Reacation.for capital cxpendinvts rdating to 
1141 various improvements on the f8cility.Wh;rt I am vking 
[cq a b u t  now is where, on Exhibit 33, the Ownds Lovl Account 
[ i q  Recap, where did those urpenditures show up? 
i MR. SLOAN: I think the question should be do 
[lei they appear on 33 as opposed to whtre. M?ybe they show up 
[ i q  elsewhere. He need not be boxed by your question 

Q: Let's start with do they appear on Exhibit 331 
p i ]  A: kt 's  get the whole question since apparently - 
pq MR. SLOAN: Wait one second 
p] M E  WITNESS: Read the question, if you will, 
[XI please. 
pq m e  question was read.) 
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111 A: Yes. 
121 Q: Yes, they do? 
M A: Yes. 
[4] Q: Where? 
[q A: All of the inflows of money, which arc loans from 
[s] me to Pacific Reamtion Enterprises, Inc., rdlect monies 
m that I was loaning to the corporation for physical 
[el improvcmcnts and/or operating. 
(91 Q: kt 's break it down.The f i s t  inflow, that 

[ i q  appears on Exhibit 33, is 130,00O,right? 
[ i t )  A: That's correct. 
[czl Q: That is in January? 
1131 A: Of 1993. 
1141 Q: Are you saying some portion of that money was used 
[is) to pay for capital expenditures that had been made in 19922 
1161 A: 1 would guess that, yes. I don't know that 
1171 specifically. 

a [ie] Q: And we know that a hundred thousand dollars of 
[ie] the 130,000 was used to purchase the business? 

A: No, I don't believe it is. I believe the $1 10.000 
PI] that went in in 1992 is not shown on this report at d.So 

this report needs to be increased by $1 10,000 which we 
talked about previously. In other words, the $130,000 might 

~ 4 1  have been going into physical improvements; the $110.000, in 
pq 1992, that is not reflected on this exhibit, would aument 
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111 -was used for the purchase of the initial down payment on 
m the equipment and the physical assets, goodwill and whatnot 
p ]  of Pacific Lanes and the lease deposit with 
141 Hoffman-Stevenson, Incorporated. 
[ q  Q: It is your testimony - 1 want this very clear on 
[q the record, Mr. Hamilton - it is your testimony that the 
m $130,000 entry, in January of 1993, relates to monies 
[el expended to improve the physical facility of Pacific Lanes 
[ ~ l  in 19927 

[lo] MR. SLOAN: That is misstating his testimony, 
[ t i ]  Counsd. 
[cq MR. TAYLOR: That is why I want it dear. 
(131 A: I can't answer that question. I can't answer that 
[id] question yes or no because I don't know. I do know, from 
[ i q  this report, that the accountant is telling me that there 
[is] was a loan. in January of 1993. by me. to Pacific Reaeation 
[cq Enterprises lnc. for $130,000. 
[ce] Q: But there was no outflow in the account until 
[ce] March of $20,00O,April of $1100.What I am trying to get 
p o l  at is - 
PI] MR. SLOAN: Can I help you? 
pq MR. TAYLOR: Please. 
p] MR. SLOAN: I believe "outflow" pertains to 
p41 payments back to the owner, not to third parties. But, 
~ul please, Paul, ask Mr. Hamilton that. I think what you are 
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[i] doing is bdicving outflows go to third parties. 
m MR. TAYLOR: I was. 
M M E  WITNESS: I understand the question. 
141 MR. SLOAN: All right. 
[ q  Q: Outflows rcfcrs to? 
[ q  A: hyments back to me from the corporation 
m Q: Now, if I want to get to the records that show 
181 that thac capital expenditures were treated on Pacilic 
is] Recreation's books, as a loan from you to the corporation, 

[iq what books do I need? 
[ i  11 A: You have the accountant's recap of the amount of 
1121 money that I, as an individual, loaned to the corporation. 
1131 Q: You are rcfcrring to Exhibit 33? 
(14 A: That's right. 
[IS] Q: Okay. 
[ l q  A: During the period of time covered by this report? 
[In Q: Okay. 
[la) A: What that money was used for - this is just the 
[is] loan account. 
~zol Q: That i s  right 
PO A: Thcrc are loans from other lenders directly to the 
[pl corporation guaranteed by me personally, during this same 
~1 period of time, that are not covered by this.Thae are 
p41 operating revenues into the corporate checking account of 
pq Pacific Reacation Enterprises during this period of time. 

Paw 181 
[I] You combine dl of those sources, the operating revenues, 
~1 the loans from me, the loans directly to the corporation 
R from other Icndcrs, and then, out of the checking account of 
p] Pacific Recreation Enterprises, Incorporated, starting in 
m 1993, there will be funds expended for physical 
[6] improvements. 
m 0: Prior to the creationof Exhibit 33, was thue any 
[s) documnt or documents in Pacific Recreationrs possession 
R which showed a shareholder's loan account? 

[cq A: Not that I recall. I didn't draw notes between my 
[I I] corporation and myself. 
119 bQ: I asked YOU, at page 46, h e  9, 'These capital 
1131 urpenditures then ultimately were treated on Pacific Rcc's 
[I41 books as a loan from you to the corporation? 
[cq "Answer:That's correct.' 
1161 What were YOU testirying about? 
1171 A: I would say that same statement today.That is 
[ce] correct. 
[Is] Q: Where, what piece of paper? 
(201 A: There is no piece of paper.Therc is a financial 
Ell statcmentl'here is a set of general ledger books on a 

computer kept by the accountant. He sees a deposit to the 
123) checking account that says "Loan fmm William Hamilton." 

He enters that as a loan payable. 
Q: What document is he looking at when he sees 
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something that says "Loan from William Hamilton? 

A: Probably the checkbook register fkom Pacific 
I Recreation Enterprises Incorporated. I guess my question 
I to you - 
I Can we go off the record? 
I Q: Sure. 
I (Discussion off the record.) 
I Q: Turning to the second page of Exhibit 33, please. 
1 What is that? 
1 A: This, again, is the accountant's cxhiblt that I 
1 asked him to prepare for the adjustmats that wcrc made when 
1 we recast the monies that I had put in as automobile expense 
4 to a nondeductible expense and the effect that had on my 
1 loan account since those monies were then shown as a payment 
3 on the loan to me personally and the effect that it had on 
3 the operating statement of Pacific Recreation Enterprises, 
1 hc.- 
q Q: When was this adjustment done, the adjustment that 
1 is reflected on the second page of Exhibit 33? 
4 A: After my first deposition here in January, when 
il you raised the issue of whether these would be deductible or 
q not deductible, I went back and confirmed with my accountant 
q that they in fact - these payments should not have been 
I) deductible because gifts are not deductible, and, even 
;1 though it wouldn't make any difference on the corporate 
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11 books, as far as the taxability was concerned, up through 
4 fiscal '95, that all the offset would be would bc a 
q reduction in the amount the corporation owed me as an 
q individual. So I asked him to make those adjustments and 
q file the necessary amended tax returns.That would have 
q been in January or February of 1997. 
3 He informed me that he wollld get at it as soon as 
q he could. But since it wouldn't make any difference 
q materially, he would probably do this after tax x v o n  and 
q he, in fact, did so on - well, I signcd it on April 18 which 
1) is three &ys after April 15th. which was the controlling 
4 date for him.lhat is Exhibit 34. 
q Q: Please read pages 90 and 91 of your prior 
4 deposition. 
q A: Okay. 
~q Q: What adjustment was made to any of the books in 
ml*, relating to the $8000 cash that you reccived &om 
1 4 ~ ~ u d ~ e ~ n d a s o n  in 1995? . 
161 k We know now that no adjustment was made during 
s 1996. * . -+ 

?rl Q: During 1996, no adjustment was made? 
?q kl,TMt's conrct. 
q ~t ttfe end of- 1996, there was a g e n d  
zq adjustment dosing out all of the miscdlaneous expenses for 
q rent that I ncvcr had taken. I had purchased some land 
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111 adjacent to the bowling alley in two instanca, using 

bowling alley funds, corporation funds, for a down payment, 
PI yet the loan was to me pers0nally.N of thcsc kinds of 
141 adjustments were dosed out as of the end of fiscal 1996, 
R and I presumed, since the accountant was aware of this and 

thae were a number of adjustments which resulted in the 
m note being consolidated to this $225,000 amount, that was 

shown on the books as of the end of -1996. 
19 Q: Which note? 
19 k The note fiomthc corporation to me. 
:lt] Q: Is there an actual note? 
114 4 No, there is no note, but I mean the note payable 
(13 balance on the corporate books. 
1141 Q: So your testimony, at page 91, lines 8 through 12, 
[is] was incorrect; is that right? 
116) A: NO. I think I just restated that.What I stated 
1171 then is I can't t d l  you how the accountant would have 
114 handled it - referring, I guess, to the $8,000 - all I )<now 
[tq is the entire payable, meaning all of these ins and outs, 
pol why I was providing assets for the bowling alley and the 
PI] bowling alley provided lumps of cash, and the bowling d c y  
m had taken some deductions for rent that it had never paid to 
@I me in the same year, they all went awayThcrc was a net 
Pc] adjustment.There was a loan payable to me from the 
PSI corporation. arid we ended up striking a balance of $225.000. 
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[I] There is no exhibit that shows that or anything. 1 have 
m never seen the adjustment. 
R 0: The second page of Exhibit 33, that rdlects an 
141 adjustmcnt- 
[sl MR. SLOAN: I think it is a dangling 
[q participle. 
m a: Let's carry it through to the final step. 
[a] Thc $8,000 in cash that you rcccivcd from Judge 
p ]  Anderson was used to reduce your shareholder loan account by 

1101 8000. Is that what happened? 
1111 A: That was the effect of what has happened, right 
114 dong with every other payment that was ever made on the 
1131 aulomobile. 
1141 0: Well, how then, on your personal tax return, was 
[is] the $8000 treated? 
11q A: It doesn't have to be, so it wasn't. It is not 
[it] income. It is a reduction of debt.Whcn I loaned money to 
1181 the corporation, I don't deduct it. So when they make 
[ i q  payments, I don't claim it as income. It is a loan. 
&q Q: Let's do Exhibit 34 now, which is the amended 
p t j  corporate return. 
rn Turning to the second pagc of that, please. It 
[rjl says "Personal expenses mistdrhgly <sic) run through the 
M business." Who made the mistake? 
p.51 A:Idid. 
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111 Q: What was the mistake? 
m A: The mistake was that I didn't catch the fact that 
pl the payments, which were in fact a gift, were being deducted 
141 as automobile expenses and gifts, as opposed to donations, are 
[q not tax dcductiblc.When it was discovered, which was 
~s] before this action, it was - it would not have made any 
m difference taxwise bccausc we still hadn't broken into the 
[el black So I was still operating with a net operating loss 
(a] carry forward, and that was my accountant's response, and 
jrq the point was, when we gct to that point, we will have to 
1111 deal with this. In hct, we got to that point and dealt 
119 with it. 
[is] This amended tax return, which is Exhibit 34 and 
1141 33, the second page, reflect those adjustments year by year 
IlSl by 
11q Exhibit 33 shows,in 1993, t h e  was car payments 
111 made totaling $6400.Thc stockholder loan prcadjustment was 
1181 $324,750.Afta you take the $6400 off as the payment, the 
[iel loan amount came down to $318,350. 
~zo) The net operating loss prcadjustment was 66,928. 
PI] If you take the $6400 as a deduction and remove it, it 
rn inaascs the income, thetcforc, it lowas the loss by 

$6400, and so on and so on through 1995, where, after 
~ 4 j  adjusting $31,185, which was the amount of money paid, 
t25] including the $8,000, I still had a net operating loss 
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[I] carry-forward of $41 1. 
m It isn't until August of '96, when we make the 
p] adjustment, that my income, pretax income, of $3,127 is 

adjusted up to $31,315 and the income tax changcs for fiscal 
( 9  19% from $469 to $4697. So I filed an amended tax return 
[q for additional tax due for EscaI1996 of $4228. 
m a: Who was handling the books and records of PaciEc 
(81 Recreation during the time p a i d  when the CadiIIac payments 
[el were being treated as business expenses? 

[iq k All of the accounting has always been done by 
[ i i ]  Frind & 1vason.Thcy take the information from the 
114 checking account register. I don't sit down and say 
1131 "Capitalize this one; deduct that one," any more than they 
1141 did for Pacific lanes or I am sure any other system. NOW, 
[IS] they handled those records up until the fall of 1994. Since 
[ i q  then, we have had an in-house bookkeeper. 
111 Q: Didn't you tdl the accountants to treat the 
1181 Qdillac payments as a business q c n s e ?  
[is] k Specifically, I don't recall. I List, in my check 
[zq register, "auto" and a dollar amount; "auto" and a dollar ." 
p t ]  amount.And I just presumed, I guess, that they were go* 
[2q to take them as automobile expenses. Sa, if that is an ; ::W 
p ]  instruction, then that is what it would be and he, in fact, 
1241 did take them as automobile expenses. 
051 Q: You presumed that the accountant would be treating 
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111 the Cadiac payments as business expenses; is that correct? 
n A: That's correct, crroncously. "Erroneously," 
pl meaning 1 was not aware that those were not deductible 

) 141 cxpcnscs, that the gift of the Cadillac p ~ m e n u  was not 
L [si deductible. 

[ q  Q: So, prior to this point in time - 
m A: 'This point" being - 
[el Q: Prior to your decision that you could no longer 
p ]  deduct these, it was your view that gifts were deductible 
[ ~ q  expenses of a company? 
1111 A: Yes. 
[12] Q: I would find other gifts of Pacific Recreation 
1131 deducted from Pacific Rec's book. correct. 
1141 MR. SLOAN: There is no evidence there is any 
[iq other gifts. 
[ i q  A: There are no other gifts. I guess the answer to 

, - [1q your question is there are no other gifts. 1 have made some 
l ie ]  donations and those were deducted. 
lie] 0: Charity? 
[zol A: Charitable, political. I believe you were 
pi1 provided copies of checks for donations to the reelection 
fpl campaign early on in this transaction. 
fnl 0: So- 
1241 A: Or the election campaign, I should say. 
pq Q: To summarize it, you believed gifts were a 
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(11 deductible expense to the corporation? 
m MR. SLOAN: Excuse me. Didn't we just answer 
PI that7 

MR. TAYLOR: 1 am trying to summarize things 
[ q  here. 
[ q  MR. SLOAN: I think it has been asked and 
m answered 
[a] Q: You believed gifts wcm deductible expenses for a 
[el company? 

'- [iq MR. SLOAN: He already answered that You 
-) 1131 arc being repetitive. 

(13 MR. TAYLOR: You made your objection. 
1131 MR. SLOAN: I am liso tdling you you can't 
1141 do that 
[ i q  MR. TAYLOR: We have a remedy under Rule 30. 
[ i q  MR. SLOAN: I taught you one remedy you 
1171 weren't aware of today. mybc 1 will teach you some more. 
[la] MR. TAYLOR: Do anything you want, Mr. Sloan. 
[igj MR. SLOAN You are stepping beyond the 
(20) bounds of your appointed mission in this dcposition.You 
p i ]  arc to be a fact-finder and Lighten up. 
pq M R  TAYLOR: I am not to be a hct  finder. 
(231 MR. SLOAN: Counsel, I respectfully feel what 
p ]  YOU arc doing now and why I am going to move for protection 
pq from the commission is that you arc abusing y o u  role. 
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111 There is, apparently, a typographical error on 33, too, and 
m I think it could be significant I want to ask 
pj Mr. Hamilton. 
f4] See where it says "net operating loss 
[ q  prcadjustrnent"? And then it says 'net operating loan." I 
pq think we can alI agree that is loss." 
m MR. TAYLOR: I have assumed that. 
[el MR. SLOAN: I think it could be confusing to 
[el a third party. 

[ i q  Q: Let's move forward. 
[ i t ]  The treatment in the shareholder loan account 
113 relating to the final cash Cadillac payment - 
1131 MR. SLOAN: We arc on what exhibit, Counsel? 
1141 0: - where would I h d  that in the first pagc of 
[ i q  Exhibit 33) 
1161 A: You wouldn't. 
[lq Q: Why not? 

-) a A: Because this was prepared as of the end of fiscal 
[is] 1996. and it brought the loan balance to $225,000 after aU 
[zo] yearend adjustments.The adjustments for the Cadillac, in 
PI] total, were not made until April of 1997.That is what 

adjusted - that loan account of $225,000 has now been 
(23) adjusted downward pursuant to the sccond pagc of Exhibit 33 
1241 to $193.81 5. 
124 Q: Is Exhibit 33, the fust page. supposed to be a 
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[I] month-by-month recap of all activity in the shareholders' 
w loan account from January 1993, through August of 1996; is 
A that what Exhibit 33 purports to be? 
141 A: Done at that time, ycs.This is right off the 
[ q  corporate books as kept by the accountant. 
[q Q: Shouldn't there be something on the first page of 
m Exhibit 33 that refers to the way or accounts for the way 
[el YOU treated this cash Judge Anderson gave you? 
pj A: Exhibit 33 is two pages. 

1101 0: That's right. 
[I 11 A: Page 1 is the way the loan account was reflected 
112) on the books of thc corporation, prior adjustment. 
[la) Q: Prior to the adjustments that were made within the 
[id] past two months? 
[ i q  A: Within the past two months, when we riled the 
[ i q  amended tax renun and took those nondeductible expenses as 
(17) payments to me on my 1oan.That is why the second page of 
[la] Exhibit 33 shows the stockholder loan account, 
[I@ post-adjustment, going from a high of $318,000, inAugust of 
p ]  '93, and that in no way reflects what happened during 1993 
1211 or '94 and '95.Thex arc just ymr-cnd numbers. So that 

theAugust of 19% number is shown at $193,815 which is a 
w ]  writedown from the $225,000 by the amount of, not just the 
~ 4 1  $8000, but all of the monies paid as a gift on the CadiUac. 
pq Q: Is it correct that there is nothing in the books, 
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[i]  prior to thc acation of Exhibit 33, that reflects or 
lz] accounts for the $8000 in cash that Judge Anderson gave you 
PI in 19957 ' 

... 
141 k Correct. 
[ q  Q:Thankyou. 
[ q  MR. SLOAN: Was that a "thank you" for the 
m W t y  of the deposition? 
p ]  MR. TAYLOR: Very close. 
~e) A: I bdicvc 1 even stated that in my deposition. 

[ i q  0: Page 90 and 91 of the deposition, beginning at 
[111 line 16 of page 90 and to page 91, Linc 12; have you had a 
112) chance to r a d  that? 
[rq MR SLOAN: I think you are rushing him. 
(14 MR TAYLOR: I don't intend to. 
(151 MR SLOAN: You are rushing me. 
[ i q  GO ahad. 
(10 0: Was that testimony that you gave in your prior 
1181 deposition accuntd 
[tq MR. S L O W  You arc referring specifically to 

the question - the answer given between 8 and 12 on page 
p i ]  911 
fpl MR. TAYLOR: I am referring to testimony on 
@I page 90, line 23, "It hit the corporation's books in" - 
1241 k I'm sorry, 90 or 911 

0: Page 90, line 23. "It hit the corporation's books 
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(11 in the fo? of n a d i t  against the payable to me."W;ls 
PI that accurate at the timc that you gave that testimony? 
PI k Since I read the wrong page, I am going to wait a 
[4] moment hae. 
[ q  Q: Ohy. 
[ q  k YOU arc referring to what line hue? 
m Q: Line 23 of page 90. 
p ]  MR. SLOAN: Excuse me. 1 think, 

Mr. W t o n ,  1 want you to read starting at the top of the 
1101 page, if you haven't done so already, page 90, line 1. 
1111 MR TAYLOR: That is fine. 
112) i.Q:' m a t  line 23, you say, "It hit the 
114 c o ~ h t i o n ' s  books in the form of a acdit against the 
1141 papbleto:me."Was that accurate? 
[ i q  , "A: Now it is accurate. 
1161 0: Was it accurate at the time that you gave that 
[ i q  testimony? 
1181 MR. SLOAN: Counsd. 1 run going to object to 
[ l q  that without putting it in the context of the answer that 

you solicited in response to your question at line 1 of that 
PI1 Page. 
fpl MR-TAYLOR: That is fmc.You have made 

your obiccrion. 
MR SLOAN: You arc being argumentative and 

~9 deceptive, and 1 resent that. He tells you up above it did 
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.I not hit the books.Thcn you come down below and now you a c  
9 impeaching him.You have got an inconsistcnt answcr up 
9 above. I think it is improper. 
9 MR. TAYLOR: With all due respect, he has 
9 testificd it hit the corporation's books and he has 
3 testified it didn't hit the corporation's books. I am 
7] trying to find out what is correct. 
q MR. SLOAN: The answers speak for themselves. 
q I see no problem with it. 
01 MR. TAYLOR: That is fine.You have madc 
11 your objection. 
3 MR. SLOAN: I have madc my objection. 
31 Q: Page 90, line 23, your answer says, "It hit the 
4) co@oration*s books in the form of a credit against the 
q payable to me." Was that testimony accurate at the time 
q that you gave that testimony? 
fl A; No, it wasn't 
81 Q: Why did you testify in that fashion? 
91 A: Because that is what I thought had happened-When 
O) I went back and discussed it with the accountant, I found 
-11 that he had not made that adjustment, so I instructed him to 
q do so. It is the samc if you look at linc 9 or starting at 
31 linc 7 you asked the qucstion, "Did the moncy ever make it 
!4] into Pacific Recreation?" 
9 I said, "No." Pacific Recreation owed me moncy 
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111 that it expensed in '93 for rent that had never k e n  paid. 

It was just in accounts payable. I didn't recall it had 
p] bccn expense. So they never paid me and I never took it as 
p] incomc. 
[51 So, I state there that I had never been paid and 
R then I go on to state on line 11, "I accounted for all of 
m that in this manner." 
[el In other words, therc was one big adjustment of 
w all of t h i x  dollars back and forth at the end of '96. 
iq fiscal, excluding anything to do with the Cadillac-That is 
111 what rcsultcd in the $225,000 loan balance being struck 
tzl That is on M b i t  3 - acusc  me. 33 page 1. 
14 Subsequent to my dcposition here, 1 went back and . 
141 revisited this with the accountant, and, he said, "Wdl, 
iq even though thcrc is no taxable effect to you personally, we 
jq should probably adjust this car thing at the same time." 
:iq The effect of that is it lowered the deductions for the 
:in] corporation, resulting in some corporate tax due and it - 
;14 which it never made an effect prior to that, and it lowered 
iiq the loan balance of the corporation to me personally. 
PI] But back on lines 10 and 11 of page 90, I was 
p j  saying it was taxable incomc to me, I thought. Subsequent 
pq to that, I recall that he said we could always put it 
pal against the loan balance, and that is what I responded down 
pq in lines 23 and 24, same page. - 
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(11 So, am I inconsistent, not inconsistent, 1 am 
m confused at the time I am making this. It is either taxable 
p] income to me on lincs 12 or 13, or it goes against a 
p] corporatc payable to me. Either way, I am taking credit for 
[q the fact that the deduction or the donation is made by me. 
[q The fact that I chox to use dollars &om a 
m corporatc checking account that I own 100 percent of may 
[a] seem significant to you, but it is irrdcvant to me since it 
pl is all my money, and I guess 1 didn't draw the straight line 

[iq to this for my accountant.When he rmlized that, we madc 
[ i t ]  the corrections.When I realized that, based on your 
[lq comment, your questioning of it. 
1131 Further, on line 25 you say, "So you reduced the 
[Y payable by $8000?"And my answcr was "Exactly." I reduced 
119 it by at least $8000. It was the entire $31,185 that the 
[iq corporation had writtcn checks for, but the amount of 
[in dollars that I personally didn't receive or that I donated 
[ la] or gifted to Judge Anderson was 31,185 less S8000,give or 
1181 takc some change, whatever that dollar amount was. So it is 
go] about 23,000.That is not inconsistent with any numbers 
[21] that we havc had in the past. 
p l  Now even Unde Sam is straight on it. 
p] MR. SLOAN: That does not entitle you to bill 
[24] him for tax advice, Mr.Taylor. 
pq Q: You had the opportunity this morn in^ to review the 
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(11 transcript of your deposition taken on January 21,1997? 
m A: I read parts of it, yes. 
p] Q: In the course of that review, did you come across 
141 any testimony which you now believe to be inaccurate? 
w A: I could make lots of corrections, I believe, to 
[6] this, not in what I testificd, but what I know now to be the 
rn facts.The relevancy of thosc, however - another 
[a] presumption on my part, as it relates to what we are doing 
p) are, I don't think, material. 

[lo] Q: Let's go through them just to be clear. 
[ t i ]  A: Why don't I go through it and I will make a 
1121 complete correction of every linc. 
[la] Q: What I want to know is, as you sit hcrc right now, 
[is] arc you aware of any testimony given in your January 21, 
[I 51 1997, deposition that is incorrect? 
1161 MR. SLOAN: He just testified to some. 
1171 A: I just testified to some. 
[la] Q: Other than language we already discussed. 
[ ~ q  A: I read a little bit hcre, page 16, line 13,I 
pol started to keep notes and then I got bored.Wc havc already 
pi] covered that today wherc I stated this is a draft of the 
[221 acquisition of lease agreement - acquisition and leax 
pq agreement. I wanted to darily that I had written the word 
p4 "draft* on there and we discussed that earlier today. It was 
w not a draft. It was an agrccmcnt. I had written "draft" on 
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111 it, and I didn't know why I had written draft on it when I 
m gave this dcposition. I mean, I knew.1 had writtcn it on it 
p] as I copied it but I didn't know why therc were two 
141 agreements to me at the timc I copied it looking identical. 
[q MR. SLOAN: If your question is, as we sit 
R hwc, after a few hours of testimony - and we had probably 
rn half an hour to look at the dcpo transcript, which I had 
pq rimer seen before and I was looking at other documents, as 
fsl wdl, if he has - you askcd him docs he havc any change to 

[iq make in his dcpo, other than previously noted, I think that 
[it] is unfair. It is a l0lpage dcpo. If you wish him to take 
114 the dcpo back and review it again or if that was just a 
[iq rhetorical point, we can abandon it. Obviously, bascd on 
[i4] his answers today, therc are a number of changes. 
[iq Q: My question to you, sir, as you sit here right 
[iq now, putting aside anything that you have testified about 
[iq thus far today, arc you aware of anything in your January 
[in] 21,1997, transcript that is incorrect or inaccurate? 
[iq A: Yes. 
pJl Q:what? 
pi] A: I am not prepared to discuu C Y ~  one of thcm 
[221 h a u s e  I didn't write thcm all down. If you want to spend 
pq the &y, we can go through this. 
p41 Q: TAc your time, Mr. Hamilton. 
p g  MR. SLOAN: We are not going to takc the timc . 
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111 to do a 10lpagc dcpo review, Mr-Taylor. 
m Q: Mr. Hamilton, as you sit here right now, can you 
p] tdl me, other than what you have already testified about 
141 today, can you tdl me anything that is incorrect or 
[q imccuntc in your January 21,1997, transcript? 
R k I madc one other written comment before I I& and. 
m came in hcrc, so we wouldn't have to wait all day for me. 
[a] Q: Vuywdl. 
[el A: Fbgc 28 and 29. I don't know that 1 made a page 

(iq - lines 1 and 2 on page 29. I made a note - lines 1 and 
[ti] 2, page 29, where it says, "finding it necessary to hire 
[ta counsd, pay counsd, for the &st time, that I r e d ,  in 
1131 20some yars."That is inaccurate in that I had paid 
1141 x~cral attorneys over the ycars for doing work for mc. . 
[is] What I meant to say then was that casual-inquiry questions, 
[tq what to do with this, how to do that, questions about 
[tq general things that you would ask a lawyer that I am now 
[in] paying for evuy timc 1 ask a qucstion, hundreds of dollars, 
[io] just to answer the phone, every - 
'201 MR. TAYLOR: Off the record. 
pi ]  (Discussion off the record.) 
[rz) MR. TAYLOR: Back on the record. 
F] ' A: What I am talking about is 1 get b i s  with case 
p4] numbers on them or billing Mc numbcrs and therc are a 
!p4 numbcr of those cvcrv month.Thcse are not onxoin~ files. 
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[I] These are files where a question m y  come up six months 
m after we have dealt with the matter, and yet there is 
p] another bill.This was not the case with Grant Anderson. 
[4] I t  is not thc case with my accountants. But I am stepping 

m) into the real world. 
R The amount of money we are talking about here, as 
m it relates to this thing, pales at the amount of money that 
[a] I am spcnding and time that I am spcnding from productive 
R resourccs,as 1 am sure the investigation costs, as it 

(101 relates to me, the amount of money that I am spending far 
[it] exceeds any benefit if in fact you perceive what you 
[iq definitely do, that I derived a benefit from this. 
[iy Q: Is there anything else as you sit here? 
(141 A: I didn't review the deposition beyond this amount, 
[iq other than what you havc pointed out to me and I have 
[iq pointed out a few corrections on those specific passages, 
[iq Not corrections in my testimony. 1 am not saying that I 

.- [la] didn't testify to that. 1 am saying, as I now understand 
tiel the question, I-believe I would have probably testified 
[201 differently. 
pi] 0: At this point, as you sit here right now, you havc 
rn no other corrections to make to your January 21,1997, 
&I transcript? 
p4) A: I have not read the rest of it.?herefore, I have 
[2q no corrections to make to it. 
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i Q: You had previously read the transcript in its 
m entirety, correct? 

A: I had read the transcript in its entirety. 
141 Q: And you made written corrections to the 
[q transcript? 
pq A: I made some written corrections. 
m Q: Very weIl. I don't have anything further, 
181 Mr. Hamilton. 
A MR. SLOAN: I want to say a couple of things 

[lq for the rccord itself.What time is it? 
(11) - THE WITNESS: Assuming my dock is right, it 

. [iq is quarter to 2. 
,\ 1131 MR. SLOAN: ~t is a quarter to 2.with the 

114) exception of two short breaks, we have been at it since 
[is] whatever time the court reporter rcflccted the starting 
[iq time. 1 recognize Mr. Hamilton is a verbose witness and I 
rtn also recoenize that he broueht some documents and discussed 

W L L W  HAMXION 
VoL 2, June 30,1997 

Page 203 
111 AFFIDAVIT 
PI 
p] STATE OF WASHINGTON 1 

) ss. 
P] C W N N  OF KING ) 

Isl 
(6) I have read my wkhln depostlbn, 
m and the same Is true and correct, save and 
[a] except lot changes andlor correclbns, ll any, 
[el as hdlcated by me on lhe 'CORRECTIONS flyleaf 

[lo] page hereof. 
1111 

WILLIAM HAMILTON 
114 
1141 
119 SUBSCRIBED AND SWORN to before me 
119 thk day of .1997. 
11T) 
I1 81 
11 91 

i i i  them tharperhaps btx.~a~l& didn't anticipate, at l as t  the 
[iq length of the explanation. Nonetheless, he cstimatcd a time 
~ J I  of an hour and a half for his aosscxamination. We havc 
p11 gone considerably beyond that. 
pq Although, I did not want him to review the 
v] entire transcript on the record for additional changes, we 
~ 4 1  are here now and we would like this process of expense and 
pq time to bc completed. 

201 
NOTARY PUBLIC In and lor 

211 the Sate of WasNngton. 
reskikg at -. 

pl My cornrnissbn expires 
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111 CERTIFICATE 
n 

STATE OF WASHINGTON . ) 
PI 1 ss 

COUNTY OF KING 1 
141 
Lsl 

I, the undersigned oflker d the Court. 
[sl under my commtssbn as a Nolary Pubk In and for 

the Stale of WasNngton. hereby certlfy that the 
m foregohg deposkbn upon oral wamhatbn of the 

w l l m  rtamed hereln was taken slenographkaDy 
p] before me and thereafter transwbed under my 

dledbn; - 
131 

That the witness before examlnatbn was 
[lo] flrst duly sworn by me to testlfy buthlully; that 

the -1 of the deposllbn Is a full, true 
[ll] and meet 1-1 of the testlrnony, hcludlng 

I queslbns and ansvmo and a4 objectbns, motbns, 
[la and exceptbns of counsel made and taken at the 

I Ume of the foregoing examlnallon; . .*-- 

I 
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[I] So, Mr.Taylor, I did tell you, before we 
n started, 1 am going to move to quash portions of a subpoena 
M issued pertaining to Mr. Hamilton's other records from his 
w] accountant. I invite you to make inquiry now of any other 
[q topics that you may wish to inquire of Mr. Hamilton. 
[q Otherwise, we will move to quash any additional attempts to 
m redepose him or rcinconvcniencc him. 
[q Next, we are here in your office in Seattle. 
pq We both came fromTacoma. I would ask that any further 

[iq proceedings bc at his office or my office inTacoma to save 
[ti] that additional time and expense. 
[lq MR. TAYLOR: The record speaks for itself. 
[iq m e  deposition concluded 
1141 at 155  p.m.) 
[I4 (Signature was not waived.) 

1131 

That I am n e w  anorney for, nor a 
1141 r e W e  or enipbyee of any of the pales to the 

aclbn; further, thal I am not a relaUve or 
[lsl empbyee of any atlomey or counsel employed by the 

pertles hereto, nor fhancfaDy Merested In I s  
flq 
[(I) 
[la] IN WITNESS WHEREOF. I have hereunto set my 

hand and seal thk 7th day of July ,1997. 
Ilel 
pJI 

Patrke E. Starkwkh 
Pi1 NOTARY PUBUC In and tor the 

Sate of Washington. resldlng 
lpl at Seatlle . 

My Commlssbn Explres 5-31-2000. 
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PLEASE TAKE NOTICE THAT: 
41 

For your convenlence. please cal Mellssa WatkIns at 206 
Sj 5654181 to arrange an appolnlrnenl for readlng and slgnlng 

the deposlbn at her olikes tn Tacoma. 
61 

lnslmd the deponent to review the deposllbn. record any 
7] conedbns wcr hls slgMture on the Conecllon Sheet. and 

slgn the Aflldavil before a Notary Public. If there are 
81 conectbns, please fumlsh other counsel wilh coples. 

Return both lm to thts onke for thelr incbslon tn the 
q orlglna) lramcrpt. The lranscrlpl wUI be lorwarded to 

the w r w a t e  Party 
al 

Thank you loc your asststance In obtalnlng signature. 
!I] 

rzl 
By: PatW E. Starkwlch RPR. CSR 

Page 205 

IN RE THE MA'I-I'ER OF: 
THE COMMISS*,N ON JUDICIAL CONDUCT 

Page 205 - Page 205 (20) Min-U-Script@ STARKOVICII REPORTING SERVICES 


