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|N THE SUPERIOR COURT OF THE STATE OF ARI ZONA

|N AND FOR THE COUNTY GO MARI COPA

THOVAS & WONG GENERAL

CONTRACTOR, | NC.,

Pl aintiffs,

vs. CV No. 2005- 051325

BLUVE LAW FIRM et al.,
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February 5, 2008

Phoenix, Arizona

BEFORE THE HONORABLE: ROBERT C. HOUSER, Judge

REPORTER S TRANSCRIPT OF PROCEED! NGS

Testimony of Edward Tar apaski

Lisa H Vitoff

Certified Court Reporter

CCR #50251
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APPEARANCES

FOR THE PLAINTI FFS:

VR. BRYAN F. MURPHY

Attorney at Law

FOR THE DEFENDANTS:

MB. CLAIR ANBROSIO

Attorney at Law

PROCEEDINGS
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THE COURT: CV 2005-051325, Thomas and Wong General

Contractor, Incorporated versus Jan Wallace. This is the tire

set for continuation of trial. The record wll showthe presence

of counsel, parties, and menbers of the jury.

Good norning. Welcome back. Are we ready to

proceed?

MR. MURPHY: Yes, your Honor.

THE COURT: All right. Whenever you're ready.

00003

DI RECT EXAM NATI ON conti nued

BY MR. MURPHY:

Q Good norning, Ed. How are you doing today?
A | feel better, thanks.

Q As we left off yesterday, we were talking about

efforts to collect on j udgrents that you had taken against the

def endants.

Did you realize any recovery fromthe def endants?

A Yes, wnen we sold the Ari zona house.

Q Who had owned that house?
A John Bear dnore.

Q And wnat were the net proceeds that you recei ved

after that house was sol d?

A 433, 000.

Q Did you receive any proceeds from equi prent in the

war ehouse?

A 20,000 dollars froma couple of fork lifts and

| oaders.

That was in the warehouse in New Msxi co?

A Yes.

Q Sir, let me next shift to the transaction wth

Fi char d Kirby. Were you contacted by someone named Richard
Ki r by +4

A Yes.

Q Wien was that?
00004

A l'msorry?

Q Wien was that?
A It was in the spring of or the wnter of 2004,

around February.

Wiat did he propose?

A He wanted to buy the j udgrments that | had.

Q Did he tell you how nuch he was willing to pay?
A He, | think he said that he calculated it to be 4.8

million dollars.

Did that deal proceed?

A Yes.

Q Describe wnat happened?
A He phoned me and he told nme wnat he needed in order

to go forth wth the deal. And I, | had no idea wnat he was

asking me for. It was something that | just couldn't do. _ So,

told himto -- that Gary Bl ume would handle it.

Q Did he get involved, Gary Bl une?
A Yes. Cary Blune and himstarted doing this bill of

exchange, and then he phoned re up and he was furious and he said

| can't deal wth this man, he doesn't know wnat | want, and he

can't do it.

Q Who got involved in his pl ace?
A Jan Wallace. He said Jan Wallace is the only one

wno Knows wnat's going on, can |! do it wth her. And I said,

well, you can phone her and ask her.

Page 2
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Q Sir, let me show you wnat has been admtted in

evi dence as Exhibits 54 and 55.

ls Exhibit 54 an agreement that was signed wth

M. Kirby in early February of 2004?

A Yes, it appears that that's it.

Q Exhibit 55 is a related escrowletter wth regard to

that transaction?

A Yes.

Q Sir, under these agreements, let me ask this, did

M. Kirby subsequent!y ask that you make a payrent to him before

he proceeded wth this transaction?

Not at that point in tine.

Q Describe how that care about?
A lt was near the, near the end of wen the bill of

exchange was completed. Jan cane up to mein the guest house and

said Aichard Kirby wanted 10,000 dollars or else he wasn't going

to transfer any money for this bill of exchange.

Q And did you agree to that, sir?
A No. | knew Richard Kirby for being dishonest.

told her | flatly wouldn't pay that, and for another reason, |

just didn't have that much money.

Q What happened next?
A She was upset and she said okay, |'I|l go back and

negotiate sone nore.

Did she return wth another offer fromM. Kirby?

00006

A Yes. She said, well, I've got hi mdown to 5,000

dollars, pay himthat and he wl! send the noney for your

judgments. | said no, | amnot paying himanything. He's --

l' ve seen himdo this before, he's a crook, and |'mnot going to

do it.

Q Did she return wth another offer fromM. Kirby?
A Yes. She said, well, I've got hi mdown to $1500,

and she said you can pay that. | said, well, no, I|' mnot going

to pay it. | said this is wnat he does, he's just going to take

the money and not do anything.

Q Wiat did she say in response, Jan Wal! ace?

A She was furious. She said that -- she said I've

done all this work, you know, now you pay this noney.§ And |

said, | said, | said, well, you pay it. | said you're going to

make 250,000 dollars out of this, you pay that money. | said |

need to get back hore. I'mnot going to pay it.

Q What did she say?
A She really got angry. She told ne to get out of her

guest house.

Q Wiat did you do in response to that, sir? Did you

pay the 1500 dollars?

A In the end | did. | went back to the house and

because it was 10:30 at night, | had -- and then she also said, |

that | couldn't drive the car to wnere ever | was going to be

staying. So 1! said, |ook, okay, if you feel that strongly about

00007

it, I'll pay the 1500.

Q Did you do so?
A Yes, | did. | paid it the next day. I| sent a

Wstern Union to Richard Kirby.

Q You mentioned 250,000 dollars. Showng you Exhibit

56 in evidence, did you have a witten agreenent wth Jan

Wal| ace?

A That she --

Q To this Richard Kirby transacti on?
A She put that in front of me and wanted ne to sign

Page 3
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t. And! said, well, wnat if this doesn't go through, you know,

hen | have to pay you 250,000 dollars? And so! said, you need

o put a clause in there that says if it doesn't go through, that

don't have to pay you and then | said I'll sign it.

Q After you paid the $1500 to M. Kirby, did he follow

through and close the transaction?

Jan Wall ace care up to me and said the noney would

be comng in that day. He had cont acted the escrow agent and

said he would be transferring the money in. The money never

cane.

t

t

|

Q Sir, |'mgoing to put in front of you Exhibit 51, an

August 28, 2003, meno to Cane ONeill! Taylor fromJan Wall ace,

reference money held in the nare -- money held in trust in the

name of Jan Wallace. The text reads: Please use this letter as

your authorization to apply the funds you were Nt Dg ny nare

in the arount of $4,960 in satisfaction of our outstanding

invoice for escrow services rendered on the Thomas and Wing

matter, ending ny quote.

Did you know that money had been transferred to Cane

and Associ ates in August of 2003?

A No, | had no idea. And if | knewit was in there,|

could have sure used that 5,000 bucks at that tire.

Q Did you approve that di sburserent?
A As far as | knew, that trust account was closed

in March.

Q Sir, let me conclude, did Jan Wllace invite you to

trust her?

A Yes.

Q Wien did she do so?
A There was lots of times. There was an on-going --

she reassured me it was an on-going thing.

Q Describe the first occasion that you recollect?
A The first one | remenbered very well was after the

meeting at Houston's restaurant wth John Beardnore and Bi|

Cortegi ano. | care back to the house and told her they offered

additional security and we started doing that checklist.

And | had | told her | was unsure about how to

handle the stock part of it. And she said, you know, | live ina

paper world. This is wnat | do for aliving. Leave the

paperwork to me and you do -- I'll do the paperwork, you do ny

00009

part, just leave the paperwork to ne.

Wien was the next occasion that you recall, sir?

A WIll, it -- that same day, we were -- when she said

she wanted to get on the board of directors, and | said okay.

And she said to me, | wll get themto sign a docunent that says

if anything | ooks like it's going wong, we can melt the gold, 45

days, up to 45 days before the due date. And she put that right

into the promssory note in the second neeting.

Q Sir, I'll show you Exhibit 21 marked -- which is,

wnich has been admtted in evidence. Is that the promssory note

you're referring to that includes that clause. Is that the note,

sir?

A Yes, that's it.

Q Let me get ny reading glasses, if | may.

A | think | need mne too.

Q Sir, we're short on time. This is admttedin

evi dence, the jury can reviewit and I'll reviewit in closing

argument, so we can nove down the path.

Sir, that was a meeting that you described in, oh,

early March of 2003. Wien is the next occasion that Jan Wallace

invited you to trust her?

Page 4
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A The next one that sticks in my mnd, it was in the

kitchen of her house wen she asked ne if | knew wnat a

safekeeping receipt was and she was explaining to me how secure

that warehouse was. 00010

Q Wiat did she say to you on that occasi on?

A She said to me, she said to nme, | live in a man's

world and | -- something to the effect that she had beat them at

their own game. And she was going on and on. And then she said

to me, I've protected you pretty well to this point. Now, will

you just release the funds and trust me the paperwork is done.

Then | agreed to rel ease.

Q That was on the evening of March 12, 2003, from your

prior testi mony?

A I'msorry?

Q That was on the evening of March 12, 2003, from your

prior testi mony?

A | think that was about the tine.

Q Sir, wnen is the next occasion you recall that Jan

Wall ace invited you to trust her?

A Wien | was | eaving Phoenix.

Q What did she say to you at that time?
A She said to me, we were revi ewng the Lake Bank

stuff and just the mmole thing in general. And we cal cul ated

everything that if something went wrong, that there was --

incl uding in the condom nium there was about 2 mllion dollars

that we could fall back on if anything went wrong.

And the worst case was that we could probably get

about 70 percent or 60 percent of that, if we had to liquidate

it, and that would cover me. And she said just go hore and rel ax

00011

and don't worry about anything, everything is done and you're

fine. Just if anything is going to go wrong, I|'I! be in touch

wth you.

Q Sir, let me show you wnat has been rarked for

identification as Exhibit 38, and |I'I| put this up on the screen

briefly. So -- excuse me, it's not been admitted in evidence

yet, | beg your pardon, your Honor.

Would you take a look at that docunent, please, sir?

A kay.

Q Do you recognize that?
A Yes, | do.

Q Wiat is it and wnen did you get it?
A This 1s a document that Jan Wallace had faxed me to

in Korea. This is, this is a docurent that she said that she had

gotten froma board of directors meeting and it showed that

everything was on track and everything was fine. And she said

don't worry about everything, the Durmaine loan is going to go

t hr ough.

Q Wiat were those docurents as you revi ewed then?

A It's an agreement bet ween BVD and Dumai ne

Consulti ng.

MR. MURPHY: | offer Exhibit 38 marked for identification

in evidence, your Honor.

THE COURT: Any obj ection?

MS. ANBROSIO:; No, your Honor.

00012

THE COURT: The exhibit's admitted.

BY MR. MURPHY:

Q Sir, wny was that document significant to you?
A WIl, it was important because she said that she

would keep me apprised of how everything was going. And it gave

me a confort level that she was doing that and everything was

Page 5
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going good.

MR. MURPHY: Nothing further.

THE COURT: All right, thank you. You may cross examine.

MB. ANMBROSIO; Yes, thank you, your Honor.

CROSS-EXAM NATI ON

BY MS. ANBROSIO:

Q Good norning, M. Tarapaski?
A Good norni ng.

Q | wanted to talk to you about some of the things

that you previously testified about.

A Ckay.

Q You previously said that you did alot of

international deals for the sale or -- is it the sale or renta

of heavy equi prent ?

A Primarily the sale.

Q ls there a lot of paperwork involved in those deals?

A Not, no. There is primarily an invoice and a bi|

of sale.

00013

Q Wio handles that paperwork general!y?
A Generally, Charl ene Wong does and on ny

instructions.

Q Do you ever, do you ever purchase any of your
equi pment on a -- through a loan or through a bank | oan?

A No.

Q You purchase the equi prent out ri ght?

A Yes, by wre transfer.

Q Do you ever enter into |oan agreernents wth the
client that rents the equi prent from you?

I'msorry?

Q Did you ever enter into loan agreenents wth the

clients that rent the equi prent from you?

A Yes, | have.

Q And wnat kind of paperwork is generally in those

kinds that transactions?

A They're pre-witten or standard in the industry.

There is just a few blanks you got to fill in and both parties

sign it and that's all.

Q So you used that contract if they were going to rent

the equi pment on -- through a loan, either in Las Vegas or, Say,

Malaysia, it's the sane contract?

A It's not aloan. It's, it's a rental.

Q It's strictlya rental agreenent?

A Yeah. The title doesn't change hands on a rental.

00014

Q Does the title change hands on a promssory note?

A | don't Know, | haven't done one before.

Q You've never done a promissory note in the State of
Ari zona bef ore?

A No.

Q Isn't it true that you | oaned 666,000 dollars to

Kathl een Seynore?

A No. | lent her about 66,000, not 666,000. She was

ny girlfriend and we were sharing a house together.

Q Did you have a promssory note?
A | have no idea if | had a promssory note. When

gave her the money, we had -- we didn't have anything si gned.

Q You didn't have anything si gned?

A | don't recall. Later on, later on, after we broke

up, | asked her to acknow edge the 60,000 dollars.

Q And did she?
A | think so.

Page 6
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Q How did she do that?
A It was just a handwritten, just a one-page

agreement, acknow edgnent of the noney that | had given her.

Q Did you attempt to execute on that lien?
A Not right away. Wien | met Jan, | told her about

that and she said | should give it to Gary Blume and see if he

could get that money back.

Q And did he?

00015

A No. | got information that -- | called her nyself

and | asked her if she would return that money. And she told re

she had breast cancer and she was probably not going to live, and

| forgave the loan. They had renoved her breast.

Q What was the reason you went to see Jan Wallace the

first time in February 2003, | believe you testified?

A Yes, that's right, February 2003.

Q Wiat was the purpose?
A | was going to get the hair, some hair renoved from

ny back.

Q And at that meeting did you discuss wth Mss

Wall ace that you purchased several pieces of cosmetic spa

equi prent ?

A Yes. It was, it was just an electrical pulse

machine that someone had shown re before and it felt good. It's

to -- if you have an injury, it stimulates the circulation around

it and helps the blood circulate better. Also it just in general

helps the bl ood circulate better in your body.

Q Did you and Mss Wallace talk about anything --

where were you going to open the spa?

A | wasn't going to open the spa.

Q You j ust bought the spa equi prent ?
A Yeah. | was going to take it, | was going to take

one machine to Canada, and the other machine | was going to send

to a friend of mne overseas, and it's just one machine that you

00016

set it up in a room It's not a spa.

Q So you weren't, so you -- did you discuss wth Mss

Wall ace the possibility of opening a spa in Korea?

A Yes. | told her that these machi nes | ook pretty

good to nme and maybe it mght be advantageous to her. And she

said, well, we started talking about other business, and that was

one of the things we talked about, yes. There was -- we hada

five-hour conversation that day. We talked about alot of

t hi ngs.

Q Wiat happened to that spa equi pment, do you know?
A | think it's at Jan's house. It's not even opened

yet, still in the box. And another reason --

Sir, there is no question pendi ng.

A Ch, |'msorry.

Q That's all right. Od Jan Wallace allow you to stay

in her guest house?

A Yes.

Q Wien was that about, do you recall?

A It was several days after | got to Phoenix. | would

say right around 19th or 20th.

Q I'mgoing to put up here, because we've been talki ng

about a lot of dates in February and March, and | think it's

easier if we have the calendar infront of us.

A Ckay.

Q Wien do you believe you got to Ari zona?

00017

A | |ooked on ny car rental receipt. I! got there

February 17th.

Page 7
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Q Wien did you |ook at a car rental receipt?

A | looked at it about on this last trip | made to

Brunei, because | wanted to have it clear on ny mind, in ny mnd

wnen | got there.

Q Sir, you were asked in your deposition if you

retained any records of your travels or your appointments and you

said no. Are you now changing that testimony, sir?

A | told you that | don't carry themwth rein ny

travels. | believe that's wnat | said.

Q Well, I'll find that testimony and we'll read it

back.

A All right.

Q So you do keep records of your travels and

appoint ment s?

A No, not generally. The receipt happened to be there

and | |ooked it up.

Q This was on your last trip to Brunei?

A Yeah. | -- that box that | took fromJan Wallace's

house, that | took wth me, had those receipts init and that's

wny | -- they were available. They were in that box. And! was

| ooking through that box to see if there's any documents that |

had mssed.

Wien was that?

00018

This last trip to Brunei.

Wiat date was the last trip to Brunei?

| was there in late -- | was there in Decenber of

this, this year of 2007, | ust a month, a month ago.

P
O
>

Q Sir, do you live in Brunei?
A That's where | have ny residency. | travel alot.

That's what | consider to be ny hone yeah.

© Do you have a home there do you own an actual

physical dwelling?

| don't owl it. I stay in a house.

ls that wnere you pay taxes, sir? I|s Brunei were

you pay taxes, sir?

There is no income tax in Brunei.

Do you pay taxes anywere else?

No

O
L

Does Thomas and Wong pay taxes?

| don't Know. There is -- wnen we conplete a deal,

if it starts or ends in a country, we pay taxes.

Wien you say "we," do you mean Thomas and Wong?

| mean Thomas and Wong.

You don't personally pay taxes when you finish and

P
O
r
O
>

O
L
F
O

start a deal?

MWself, personally?

Yes.

No, | don't.

00019

But the company would, if they did a deal wnere they

were subj ect to taxes --

Yes.

-- is that correct?

| believe so. | Know of two occasions of that is

wnen we sold property to do this deal, and that's wy | know

about that, that there was property or taxes that we paid wnen ve

sold that property.

Q This property was the property in the Cari bbean?

A Yes.

Q So, Thomas and Wong paid taxes in the Cari bbean wen

they sold that property?

A Yes.

O
 
r
o
O
>

P
O
>
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Q But Thoras and Wong is not in the business of buying
and selling real estate?

A No. We took a real estate in trade on heavy

equi prent. | did that deal.

Q Was that a one-time deal or do you do that?

A No, that was a one-tine deal. | didit wtha

conpany in FI ori da.

Q | want to get back to wmen Mss WAll ace invited you

to stay in her guest house. She invited -- I'msorry, you said

you care on February 17th to Ari zona?

A Yes.

Q So wien do you believe you met Mss Wall ace?
00020

A It was very shortly after that, wthin a day or two.

| think it was probably the 19th, the 20th.

Q When did you -- when did she invite you to stay in

her guest house?

A That same day that we had the neeting at her office,

at La Vani she.

Q When she invited you to stay in her guest house, did

she give you a time frame in wich you could stay?

A No. She gave nme her telephone number and | declined

the offer because | had made a -- Jeff had made a reservation for

me at a second hotel and | said | would just stay there. | was

okay staying in a hotel. | was fine wth that. | didn't really

want to stay at the guest house, to be honest wth you. | was

fine in the hotel.

Q Wiat changed your mind?
A | got to the hotel and the reservation was for one

night and they said that they were full the next night and |

would have to move hotels again.

Q Wien did you contact Mss Wall ace?
A That night after | checked in. | said, | told her,

| said Jan, if it's okay wth you, I'!l| take you up on your offer

to stay at your guest house because it was getting close to ny

surgery and | didn't want to be changing hotels every day.

Q At that time, did she give you a time frane in wich

you could stay in the guest house?

00021

A No.

Q So she didn't mention -- when was your surgery?

A | believe it was the 25th of February.

Q So Mss Wallace did not mention to you, at any tim,

that the guest house was already to be occupied fromthe week of

March 7th, that there were other guests com ng?

A Not that | can recall.

Q Did you ever nove fromMss Wallace's guest house

into a guest roomin her main hone?

A Yes.

Q Wien was that?
A | don't Knowthe date, but | did nove fromthe guest

house to the main house, yes.

Was it after your surgery?

| don't remenber.

Wy did you nove fromthe guest house to the guest

roomin the main house?

| can't recall the reason she asked re to nove into

the main house there.

While you were staying at Mss Wallace's, where did

you have your meals?

Sometimes | ate wth Jan and sometirnes | ate out.

Did you take Mss Wéll ace out to dinner wiile you

were staying wth her?

P
T
O
P
r
O

©
O
L
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A Sometimes | did.

00022

Q Do you have copies of those receipts of those
di nners?

A No.

Q Did you purchase any groceries wile you were

staying wth her?

A Yes.

Q Do you have copies of the receipts of those
groceries?

A No.

Q Did you cook while you were there staying wth her?
A No. | don't cook.

Q Did you --
A | had groceries in the fridge.

Q Did you clean or offer to have the hore cl eaned
wnile you were there?

A | Kept that guest house pretty cl ean.

Q How | ong were you in the guest house?
A Are you talking about --

Q In the February, March?
A Wien | moved in?

Q Yes.

A Until | left Phoenix on the 17th or 18th of March.

Q Sometime during that period of February 20th or 21st
through March 17th, did you nove to the main house?

A | was in the main house, but | don't know wien

00023

moved in there. I just don't remenber that.

Q Did you offer to have the main house cleaned wile

you were there?

A No, | didn't.

Q Did you use Mss Wallace's vehicles wiile you were
here?

A Yes.

Q Did you offer to reimburse her for the use of the
vehicl es?

A No.

Q Did you put gas in then?
A Yes.

Q Did you have any damage -- did you cause any damage

to her vehicles wiile you were using then?

Q Did you borrow her cell phones?

A Not in the beginning. She gave me a cel! phone

after the loan was defaulted on, she gave me a cell phone.

don't knowif | had one wien | got there the first trip, but

event ually she had given me a cell phone, yes.

Q Did you reimburse her for the use of the cell phone?
A No, | didn't.

Q Mss Wallace j ust gave you all of these things?
A Yes.

Q When you noved actually fromthe guest house into

00024

the house, wnat did you do? Were you j ust recuperating?

| was recuperating, yes.

Q You were at home nost of the time?

A Except for these meetings that she arranged, yes.

Q And do you know mere -- do you know Mss Wall ace

works from her hone?

A She worked fromher home and also fromthe La

Vani she.

Q Did you listen to a lot of Mss WAéll ace's tel ephone

Page 10
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calls while you were staying wth her?

A | heard some of her phone conversations, yes.

Q In some of these phone conversations, is this how

you |earned of John Beardmore and BDV?

A Yes.

Q Wat did you learn in those phone conver sati ons?

A Just overheard her talking to someone on the phone.

| didn't know who it was at that tine.

Q Did you ask to speak to M. Beardmore?
A | asked her if -- when she was in obvious distress,

| asked if there was something | could do to help.

Q Why was she in distress?
A After she hung up the phone, she appeared to be in

distress. | don't know wy.

So wmiile you were listening to these phone

conversations, wasn't it clear that Mss Wallace was involved in

00025

©

a public -- |et me rephrase that.

While you were listening to these phone

conversations, wasn't it clear that Mss Wallace wasn't raising

money for M. Beardnore, but rather entering into a sales

transaction wth hin?

A I'msorry, what?

Q When you were |i stening to the phone conver sati ons,

wasn't it clear that Mss Wallace was not raising money for M.

Beardnore, but rather entering into a sales transaction wth hi me

A | didn't know wnat she was doing wth him |

noticed her reaction after she hung up the phone, and that's when

| asked her if there was sorething | could do to help.

Q The first time you spoke to M. Beardnore, was it by

phone?

A No. It was in the lobby of the Marriott Hotel.

Q So you never spoke to M. Beardnore in Jan Wallace's
hone in her office?

A | don't recall speaking to John Beardnore, no.

Q But you could have, you could have spoken to him by
phone?

A | don't recall speaking to him by phone.

Q And the | obby, who was at the meeting -- wnat was

the date of the meeting in the lobby at the Merri ott?

A | don't Know the exact date of that meeting, but if

| was going to estimate, it was before ny surgery, Sonne was

sometime previous to the 25th of February.

Q Wio was at that meeting at the Merri ott | obby?

A There was nyself, Jan Wallace, and John Beardnore in

the beginni ng.

Q So you didn't meet the first time wth John
Beardnore and Billy Cortegiano wthout Mss Wall ace present?

A No

Q You did not have the first meeting wthout her?
A No.

Q Were you provided any docurents at that first

rmeeti ng?

No. The first meeting was -- | told them! was not

interested in, | couldn't help them at the first meeting,

because they were offering this gold that they wouldn't give

possession of or let ne test it. Sol -- there was no basis for

a deal.

Q Dd they tell you wnat -- did M. Beardnore tell you

what he needed the noney for?

A Yes. | believe he said that he had to -- he owned a

bank in Mnneapolis and he said he had to -- had a loan fromthat

Page 11
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bank and he needed to clear it off his -- get that loan off the

bank's books so that they could qualify for this |oan comng from

Dumai ne, wnich would collateralize his bank. That's how |

remenber it.

Q Vis there anything else that they were going to use
00027

this loan for?

A They didn't mention anything else at that meeting.

Q Did they mention something else at another meeting?
, | A Yes. At the second meeting they went into nore

etail.

Q Wien was the second neeti ng?
A | think it was after my surgery, | think a couple of

days after.

Q Wy did you have a second meeting wth themif you

felt that you couldn't help them?

A Because wien Jan picked me up fromny surgery, she

said that John had phoned and asked for a second meeting, and

asked ne if | would meet wth himand I! said okay.

Wio was at the second meeting?

There was John Beardmore, Bill Cortegi ano, and

nyself.

What was discussed at that neeti ng?

John Beardnore explained to me that they could offer

nore collateral if | could consider | oaning them some money.

Wat was that collateral?

They said it was the collateral that the Lake Bank

was using for their | oan.

Dod they go into detail as to wnat that collatera

P
O
 

P
F
O

F
O

was?

A Yes.

00028

Q Do you recall what that was?
A Yes, | do.

Q What was it?

A It was -- he had his Arizona house as security.

There was Lake Bank shares, | believe it was 200,000 shares.

There was shares in another fund, | think that was the Founders

Mezzanine. And he said it was -- he was getting some -- he had

those stocks and he was getting noney fromthose stocks every

year, but | don't remember how much it was. There was a car and

a boat.

Q And the bank that M. Beardnore was an owner of, was

that Lake Bank?

A | believe it was, yes, it was Lake Bank.

Q That was disclosed to you at either the first or

second meeting?

A That was disclosed to me at the second reeti ng.

Q Mss Wall ace was not at that meeting, correct? Was

Jan at that meeting?

A No, she was not at that meeting.

Q Ddthey, at that meeting, was it discussed in depth

wnat the | oan would be used for, wnat the use of the proceeds of

the | oan would be?

A They discussed it in more detail, yes.

Q What was that?
A | think there was sore rention of sone ATM mechi nes

00029

that they were going to set up. | didn't, | couldn't followtoo

much of that. Primarily, we were discussing this Lake Bank

collateral, but they did go into nore detail about wnat they had

pl anned for the bank. | Know they said they were going to open

up sore ATMs and sore check cashing facilities.

Page 12
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Q Dd they talk about the purchase of anything else or
wnat -- other than paying off Lake Bank and getting these ATM

set up?

A No, that was all.

Q They didn't mention to you they were going to buy a

commercial condo?

A Yes, that's right, they did. I'msorry, yes.

Q Now, | want to be clear because we've been talki ng

about a condo fromyesterday to this norning. | want to be clear

that you and | have both the sare underst andi ng.

lt is that it was a conmercial condo ina strip mal!

that was to be used as office space; is that your understandi ng?

The way it was described to me, that it was a

condom niumin a strategic |ocation mere alot of workers had to

pass by after they got off work. And they, they felt that if

they opened that a check cashing facility there, that they would

get alot of business fromthese peopl e.

Q But it wasn't a residential housing unit?

A At that time, | understood it to be a condomni um

they were going to use as an office.

00030

But was it a residential home?

| don't Know. | wasn't clear.

You never went and saw the property?

O
P
F
P
O
P
r
O

Wien you did the deal in the Cari bbean for the

bartering of the or swap of the equipment for the property, did

you go and viewthe property before you did the deal?

A No. I've never seen it to this date.

Q So it's your customand habit to not revi ew property

before you get involved wth a transaction mere it's invol ved?

At that time, in that the particular deal, there was

very little money left owng on that property because | had

gotten a very good price on that heavy equi prent. And the noney

that was remaining in that property was so small that there was

j ust no way we could |ose money on it.

Q In this deal, did you ever go to Mnnesota and see

the property?

A No, | didn't, not right away. | went after the

default on the loan, but | didn't see it previous to the | oan,

no.

Q Did you see any docunent ation on this condo?

A No. At the second reeting, | remenber that

docunent ation was to be submtted to Gary Bl ure and Jan Wall ace.

Q Had you retained Gary Bl une by the second meeting

wth Cortegi ano and Bear dnore?

00031

WIll, | certainly felt that | had, yes.

And you had this meeting shortly after your surgery?

Yes.

So that was before March first?

| think it was March first because | renenber that

when Jan was paying Gary's bill, that's the last thing she did

before we left. She said, who else do you knowthat would core

in on a Saturday for 400 bucks, or something |ike that.

Q So your first meeting wth M. Blure was on March

P
O
r
O
>

first?

A | believe so. It was a Saturday and it was shortly

after my surgery. So, | would think it would be the first.

Q So your meeting wth M. Beardnore and M.
Cortegiano was on either the 26th, 27th, or 28th of February; is

that your --

A Yes, that's my underst andi ng.
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Q -- that's your understandi ng?
A Yes.

Q At that second meeting wth M. Beardnore and M.

Cortegi ano, did they provide you any docunentation at all?

A No, there was no docunentation at all. I can't

remenber the exact date of that meeting, that second meeting. |

don't keep notes, I|'msorry. | don't Know, but | believe it was

after my surgery, yes.

Q Cay. I'm-- just bear wth me, I'mjust trying to
00032

understand the facts here. You told ne that at that second

meeting, you told M. Beardnore and M. Cortegi ano to forward the

docunents to M. Blume, but you don't meet wth M. Blume unti

March first; is that correct?

A No, | didn't say anything about docunents at that --

are you talking about the meeting at Houston's restaurant?

Q No. I'mtalking -- is that where the second meeting

took pl ace?

l'msorry, who is the meeting wth?

Q Your second neeting wth M. Cortegi ano and M.

Beardnore, were did that take pl ace?

A | had a second meeting wth John Beardnore and the

first meeting wth Bill Cortegiano. That's the first time | had

met him

Were was that meeting?

At Houston's restaurant.

Did they provide you any docunents then?

No, none.

At that meeting, did you tell themto send the

docunents to Jan Wallace and Gary BI une?

A No, | didn't. We didn't talk about documents at

that meeting. | said | would go and discuss wnat they had told

me wth Jan.

Did you go back and discuss wnat they had told you

00033

O
P
F
P
O
P
r
O

wth Jan?

Yes.

Did you come back fromthat meeting and tell Jan

that you needed a lawyer to document the deal?

No

O
L

A ;

Q So wy did you --
A | didn't knowif there was going to be a deal at

that time. We were discussing it, | needed her input.

Q So did you discuss in detail the terms of the | oan

wth M. Cortegi ano and M. Beardmore at Houston's?

A No. | said | would discuss wnat they had told re

wth Jan, to see if there was a way to go forward wth this |oan.

Q Why did you go and see M. Blure on March first?

A Because Jan and | had discussed it in detail that

evening and also | think the followng day. And we had deci ded

that, that possibly it was worthwiile to go forward.

Q So wnat did you need M. Bl une for?
A M. Blume was -- he's an attorney and we needed to

get himto docurent what we were doing, the |egal work.

Q You, so you felt that you needed a lawyer to

document the deal?

A Jan felt we needed a lawyer to docurent the deal,

and | agreed wth her because it's not something | could do.

Q So did you, so did you ask Mss Wallace for an

att orney?

A The -- she said she had an attorney, and asked re

00034

if, if she -- if | wanted her to call himand | said okay.
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Q | believe yesterday you said though that you didn't

have an attorney and you asked her to provide one for you?

A | don't recall what | answered yesterday. | know

that we ended up calling Gary BI ure.

Q | want to show you two exhibits. These have been

previously marked. This is Exhibit 1.

A Ckay.

Q Did you provide this docurnent to Gary Bl unre on the

first meeting, in March, March first, that Saturday, 2003?

A | didn't provide Gary Blume wth any docunents.

didn't have any docunents.

Q Have you -- strike that. What about this docunrent,
which has been previ ousl y marked Exhibit 7, did you provide this

docurnent to M. Bl ure?

A No, | didn't, | didn't.

Q Was M. Beardnore at that first meeting in March
1st, 2003?

A Are you talking about in Gary Blumre's office?

Q Yes, in Gary Blure's office.
A No. John Beardmore was not at the first meeting.

Q Did you speak to M. Beardmore by phone at that

rmeeti ng?

A | don't recall speaking to M. Beardnore by phone

fromthat meeting. I| recall that Jan phoned M. Beardnore on the

00035

way hore after the meeting, but | don't knowif anyone called him

fromthe meeting. | don't recall.

Q Were there any docunrents at all at that meeting,

that first meeting of March ist?

A Yes, there was.

Q Wii ch docurents were there?

A There was the checklist that Jan and | had worked on

and there was an opinion letter fromthis DeConcini lawfirm

Q Would this be this opinion letter previ ously marked
as Exhibit 7, sir? Would that be that letter?

A | believe so.

Q Do you know how that -- where -- how did that | etter

get to this meeting, sir?

Jan took this letter to that meeting.

So Jan Wall ace took this letter to that meeting?

| think so.

What other documents were there?

The checklist.

And anything other than this letter and theO
P
F
P
O
L
O
L
Y

checkli st ?

| don't recall any other docurents at that meeting.

ls it possible that Exhibit 1 mght have been there,

the safekeeping receipt ?

A

O
L

| don't Know. It could have been.

Q Have you ever read the safe -- did you read the

00036

safe -- have you ever read the safekeeping receipt ?

A | read it at some point in time, but not at the

first meeting.

Q Did you read it before you did the transaction?
A Before | did --

Q The transaction, before you made the | oan?
A | think | read it before.

Q Did you understand it?
A No, not really. It's not sornething | normally deal

in. I've seen the document, |'ve seen it before, but | don't

know the exact date of the first tine | sawit.

Q What about wnat's been previ ousl y marked as Exhi bit

Page 15
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7, Wnat is being referred to as the DeConcini opinion | etter?

A Uh- huh.

Q Did you read that at that meeting?
A No, | didn't.

Q Have you ever read this document?
A | read it after, but it was quite a long time after.

| did not read it before the transaction, no.

Q So wasn't the opinion letter one of the items on the

checkli st ?

A Yes.

Q So the fact that it was provided was enough for you,

you didn't feel you needed to read it?

A | couldn't read the thing in its entirety. It was

00037

really thick, and | couldn't read the document at that time. W

eyes were --

Q Sir, you had a mnor procedure, did you not?

A | did not have a mnor procedure. | was

unconscious. I was given anesthesia and | was unconscious for

that whole afternoon.

Q For the afternoon that you had the surgery?
A Yes.

Q But you stayed in Arizona -- you left Arizona March

17th; is that correct?

A Yes, March 17th or 18th.

Q And you had your first meeting on March 1st which

was Wth M. BI une?

A Yeah.

Q Which was at least four days after your surgery.

The anesthesia had worn off, had it not?

A The anesthesia had been worn off.

Q So, my question is, did you ever read this letter

before you did the transaction for the bridge loan of 1.5 mllion

doll ars?

A No, | had not. And yes, the anesthesia had worn

off, but | was still taking medication for pain. | havea

docurnent that when | had ny surgery, it says right on it, pain

medi cation.

Q | want to ask a question here, so they -- the 1.5

00038

million dollars, which | understand the first part was 800, 000,

was that your money?

It's Thomas and Wong's noney.

Q So you had these meetings where you discussed a

potential loan of 800,000 dollars of your company's noney?

A Yes.

Q Wiile you were on pain killers and not in the best

of health or at the top of your game, so to speak?

Yes.

Q Did your superiors know that?
A There was no reason to tell themthat.

Q But is it --
A | wasn't doing the transaction at that meeting.

Q Wien did you finish taking the pain killers?
A | don't Know.

Q Was it before you left Arizona?
Ch, yeah. No, | only took themfor a day or two

after | got finished wth the surgery. That's how! remenber it.

|, | wasn't taking pain medication at -- by the tine | had gotten

to Gary Blure's office.

So, if you weren't on pain medication by the tire

you had gotten to Gary Blure's office, why didn't you read this

docunent?

>
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Because ny eyes were, were stitched. | had ny eyes

stitched and bandages on. And the opinion |etter was explai ned

00039

to me as well, sol! didn't read it.

Q Are you always inthe habit of pl edging nonies that

aren't yours on the say so of other peopl e?

No. And no, | amnot in the habit of pledging rnoney

that isn't mone onthe say so of other people, no, I|'mnot.

Q So wy did you do that in this case?
A | didn't do that in this case.

Q So you did read this letter?
A No, | didn't read the letter.

Q But you relied on this letter as one of the itemin

the checkli st ?

A No, | didn't rely on the letter.

Q You didn't rely --
A It was on the checklist, but | did not rely onthis

letter solely to do this transaction.

But it was one of the itens --

A It was.

Q -- that you relied on?
A It was one of the items Jan Wall ace said was very

important to do this deal. And it was explained to me and! took

it -- | took her at her word that this opinion letter transferred

the collateral from from Wark to BDV.

Q Is Mss Wall ace an attorney?
A | don't Know.

Q Did you ever ask her?
00040

A No.

Q But you just took her word on this opinion |etter?
A Yes. To me, this opinion letter wasn't something

that | would base the wmoole deal on any way. It was one of the

t hi ngs.

Wiat were the other things?

A There was, there was the Lake Bank collateral, there

was everything on that checklist, there was the Lake Bank

collateral, there was insurance, there was speaking directly wth

Dumaine. There was the safekeeping receipt, there was vi ewng

the gold, there was having Wark sign the docunrent.

| want to go back, viewng the gold was on the

checkli st ?

Yeah.

Why wasn't viewng the condo in Mnnesota on theO
F

checkli st ?

> | don't Know. | guess we didn't think of it. At

least | didn't.

Q Did Gary Bl ure refuse to reviewthese docunents that

day, March 1st?

A Not that I recall.

Q So M. Bl ume took the time and read this docunent?
A | don't Knowif he read that docurent. I! have no

i dea.

Wiile you were in the office, did he read this

00041

docunent?

A | don't recall.

Q So you don't knowif M. Blune read that docurent?
A | don't Know. Jan Wallace left that docurnent there

and | don't Know wnat he did wth it.

Q V4sn't it true that you had the terms of the dea

worked out wth John before you met wth Gary on March Ist?

A No. Wé had nothing worked out wth John.
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Q Wiat did you discuss, other than the collateral and

these documents, on March 1st?

A The -- Gary asked nme if | had authority to enter

into the deal. | said yeah. And he said, can you give re

sonmething in witing and |! said yes. And then the checklist was

gone through. The checklist was the focal point of the meeting.

And Jan and Gary were discussing that checklist and | was

present.

Q Was --
A The three of us were discussing that checklist.

Q Was the discussion of the trust account held, of

opening a trust account had at that meeting?

A

Q Do you know wen you opened the trust account wth

Cane O Neil!?

A The trust account was discussed after we left Gary's

office. Jan said, well, | think you need to open up a trust

00042

account and we can put, we can put the money in there until al

the docurents are conplet ed.

Q Have you seen this docunent before, this is Exhibit
12. It's dated March 13th, 2003?

A | don't, | don't recall seeing this docurent.

Q Do you Know what this docurent is?
A It's wring instructions for Lake Bank.

Q So on March 8rd, Lake Bank sent a -- | guess it's a

fax to Susan, who | believe has been shown on other documents to

be in Cane ONeill's office, for wring instructions for Lake

Bank. So, is March 8rd the date that the trust account was

opened?

| don't Know the exact date wien the trust account

was opened. Jan opened the trust account.

Q Isn't it true that Jan opened the trust account

because you didn't want your name on the trust account or Thomas

and Wong's nare?

A No, that isn't true. That trust account was opened

in the name of Thomas and Vong.

Q So wy did it have Jan's nare on it?
nad A | don't Knowthat it -- if it did, it shouldn't have

ad.

Q So you opened the trust account in Thomas and Wong's

nane?

A Jan opened the trust account in our nane.

00043

Q In your name. Does that mean you have an ownership
in Thomas and Wong?

A No, | have no ownershi p.

Q You tend to do that, you refer to themas we, ours,

us.

A Yes.

Q But there is no ownership?
A No ownershi p.

Q When did you transfer -- let me go back. Why did

Ssyou transfer $800,000 into the trust account?
A There was some urgency to. Beardmore had said that

there was some urgency to buy the condominium and Jan suggested

that we transfer that, in a show of good faith, that, that we

were going to try and do the deal, and so she, she said that a

trust account would be appropriate to do it.

Q Wio is Thomas and Wong's bank?
A HSBC.

Q Are they a national bank?

A Yes.
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Q Are they an international bank?
A Yes.

Q Was a discussion of a letter of credit being put in

place ever discussed?

A No.

Q So instead of putting, opening a letter of credit,

you didn't yet have a deal; is that correct, did you?

A What?

Q When did you have -- when you transferred the noney,

did you have a a deal wth M. Beardnore in pl ace?

A Wien | transferred the money where?

Q Into the trust account.

A No, there was no deal in place.

Q So wy did you transfer the money rather than

opening a letter of credit? You were wth an internati onal

rated, A rated bank?

A The money was transferred there, being held in

escrow until we decided wnat vehicle we were going to use to do

this thing, if we were going to do it.

Q You do understand that Cane ONeil! is a lawfirn?
A Yes.

Q You do understand that the interest on trust account

did not go back to Thomas and Wbng?

| didn't know there was interest on the trust

account.

Q The 800 -- yesterday you testified that the 800, 000

was going to be used to expand your business, the busi ness,

Thomas and Wong, into Korea?

A Wat 800, 000?

Q The 800,000 that you transferred into Cane ONeill?
A | don't Know wnat you're talking about. That money

00045

in the Cane ONeill trust account had nothing to do wth it at

all. | don't know mere you have that connection.

Q Cxay, let's walk through this. This is plaintiff's
Exhibit 14. It's dated March 5th, 2003. Do you see that?

A Yes.

Q It's a wre transfer confirmation do you see that?
A Yeah.

Q It's fromCane ONeill. It's on account of Cane

O Neil! Tayl or?

A Yeah.

Q And it shows HSBC Brunei USD clearing account, and

it's just under 550, 000?

A Yes.

Q Vis this the money you transferred from Thomas and

Wong's account to Cane O Neil!l's trust account?

Yes. At the second meeting | told John Beardnore

that, that we didn't have 1.5 mllion available, but we had

800,000. | knew we had 800,000 avai! abl e.

Q Were did that 800,000 cone fron?
A Thomas and Vong.

Q That was the profit you made on the sale of the

property in the Cari bbean?

A That is, that money is money that Thomas and Véng

had.

Q It wasn't necessarily fromthat transaction?

00046

A WIll, |'msure part of it was, but | don't know if

that's wmere it all cane from | don't knowthat. That's money

that was generated, probably mainly by nyself. I| generated a |ot

of money for Thomas and Wong over the seven years and | had a |!ot
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of trust wth them

Q Do you not have trust wth them any nore?
A Yes, | do. They're fine people.

Q Not do you have trust for them do they have trust
for you?

A Yes, they trust re.

Q Even though this transaction fell apart?
A Yes. It's, you know, this, this is a bad thing, but

they absolutely still trust me. I've explained to them wnat

happened and, you know, sure, this, this has really been a

hardship for us, but they still trust me, yes, and we were stil

friends.

Q Are you still working for then?
A Yes.

Q Do you receive a salary?
A | do.

Q You do receive a salary fromt hen?

A Yes.

Q So the 500,000, what was this earmarked for? What

was this to be used for?

This 500, 000?

Uh-huh, this 550,000, I'msorry.

Part of it was going to go to pay for the

condomni um and the remainder would have went to Lake Bank to pay

for that |oan that John Beardnore had wth Lake Bank.

00047

P
O
>

Q And did you -- and you had, you had permission from

Thomas and Wng to make this wre transfer?

A Yes. | called themand | asked themto transfer the

money. They certainly knew about the wre transfer because they

sent it.

Q And there was a second wre transfer; is that

correct?

A Yes.

Q I'll get that in a moment. This is marked as

Exhi bit 22, it's dated March 7, 2003. Again, this is another

wre confi rmati on?

A Yes.

Q It's to -- it's into Cane ONeil!'s account again
from HSBC Brunei USD clearing account. Was this again from

Thomas and Wong's account into Cane ONeil!?

A | believe so, yes.

Q The arount was originally 250, it |ooks like

250,000. It looks like $20 was taken off for wre fees, | guess?

A Ckay.

Q So these are the two, these are the tw wre

transfers that we are talking about that you made to Cane

00048

ONei|| ?

A Yes.

Q They equal 800, 000?
A | believe so.

Q Prior to this deal comng along, wnat were these

funds to be used for?

| have no idea. They weren't going to be -- that

money was in the bank and there was no specific use for it at

that time, that | knew of. | don't know.

Q Wien you transferred this money that we've been

talking about, this 800,000, howlong did you intend on keeping

this money out of the Thomas and Wong account?

A About 60 days. It should have been repaid in about

60 days.

Q When you transferred this money, you did not yet
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have a deal?

A No, we did not have a deal.

Q So how long did you -- howlong did you intend to

keep this money out of the account until you made the deal, 10

days, 15 days?

A l'msorry, wnat?

Q Qay. Actually, strike that question.
Wien was the next meeting that you had wth

M. Bl une?

A It was a few days later after the first one. I'm

00049

not sure of the exact date, but it was wthin days of the first

one.

Does March 6 sound correct?

It could be correct, yes.

Isn't it true that you requested that Mss Wall ace

become a menber of the board of directors of BDV?

O
F
O

A Mss Wall ace suggested --

Q It's a yes or no question, sir.

A Mss Wall ace suggested that, that's ny answer.

Q Mss Will ace suggested that?
A Yes.

Q Do you know that Mss Wallace -- do you know how
long Mss Wallace had been dealing wth M. Beardnore before you

met her?

A No.

Q Was safe to say a couple of nonths before?
A | didn't know.

Q You didn't know that Mss Wall ace had been dealing

wth M. Beardnore before you met her?

A No, | did not know.

Q Sir, you testified that you were living in her

house, |istening to her phone conversations. Wasn't it clear

fromthe phone conversation she had not just met M. Beardnore?

A No, it was not clear. I, | wasn't sitting there

listening to -- if they knew each other before a meeting or not.

00050

| saw her in distress. | asked her if | could help.

Q Wien Mss Wall ace became a renber of the board of
directors of BDV Investments, Inc., before she did that, did you

and she have a conversation about this?

A Yes.

Q Dd she tell you, at that conversation, that once

she becare a nmenber of the board of directors of BDV, her first

duty would be to the company?

A No. She told nme that, that big advantage of that to

me would be that she could keep the deal on track and tell ne if

anything was going to go wong wth it.

Wiy would she care wnat the advantage to you was?

Because we had discussed that, we had an agreenent,

that she told nme to trust her.

P
O

Q Wiat kind of agreement did you have wth her? Was

it a witten agreenent?

A No.

Q Was it an oral agreenent?
A Yes.

Q What were the duties of this agreenent?
A She said that she --

Q Wait. What were the -- what were your duties under

this agreenent wth Mss Wall ace?

M duties?

Q What were your duti es?
00051
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lf the deal went forward, ny duty was to provide the

money.

O
o
 
>

Wis that a duty to Mss Wallace that you were to

provide the money?

| don't Know wnat you're asking ne.

It's a simple question.

Cay, tell me.

What were your duties to Mss Will ace under this

supposed oral agreernent between you and Mss Wal! ace?

| had no duties to Mss Wallace. MW end of the dea

was to provide the money.

O
r
F
r
o
r

>

Q But you didn't provide it to Mss Wallace, you

provided it to BDV Invest rents?

A Yes.

Q You had a promssory note wth then?
A Yes.

Q What were Mss Wallace's duties under this

agr eenent ?

A Her duties were outlined on the checklist.

Q So those were her only duties, those ones out!i ned

on the checkli st ?

A That was the main part of her duties, yes.

Q There were other parts of her duties?

A | don't Know, the duties that, that we had di scussed

were clearly made on the checklist.

00052

Q Do you know wnat, do you know wnat an agent is?
A Wiat kind of agent?

Q Any kind of agent.
A | think so.

rn VWéll, can you tell me?
An agent is someone that, that acts on behalf of

another or assists in that capacity.

Q So under that terminology, under that definition,
you would be an agent of Thomas and Wng's; is that correct?

A Yes, that's right.

Q So you owe -- do you know wnat the duties are that

you owe to Thomas and Wong as being an agent?

A | knew themvery well. | worked for themfor seven

years and | fulfilled my duties 100 percent over those seven

years.

Q So it's your duty to -- is it fair to say one of

your duties is to disclose everything to Thomas and Wng?

A Yes.

Q So did you disclose to Thomas and Wong that wnen you

originally started that you -- when originally had the first two

meetings regarding this deal, that you were on pain killers and

not 100 percent at the top of your gare?

A That's not true. | was not on pain killers when

made this deal.

Q Sir, you just testified that the two neeti ngs that

00053

you had wth M. Beardmore, and the second one that you had wth

M. Beardmore, and the first time you met M. Cortegiano, was

after your surgery and you had -- and you were on pain killers?

A | was on pain killers wnen | left the hospital and

maybe for a day.

Maybe for a day?

A Yeah. At least a day, yes.

Q So --
A It could have been longer than that, but not much.

Q Véll, some tine wthin the two or three days after

your surgery is when you had the neeting wth M. Cortegi ano and
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M. Beardnore?

A Yes.

Q So you could have been on pain killers at that

rmeeti ng?

A At that meeting?

Q Yes.
A It's possi ble.

Q So again, you contenpl ated doing this deal under the

influence of a pain killer?

A | don't Knowif | was on themor not. And at that

point in time there was no deal. W were talking about the

possibility of there being a deal.

Q Let's go back to the meeting on March 6th -- I'm

sorry, | want to go back to your conversation about an oral

00054

agreerent wth Mss Wall ace.

A All right.

Q Did you ever say to Mss Wallace, Jan, you're ny

agent?

A In those exact words?

Q Yes.
A Vé --

Q It's a yes or no question, sir. Od you ever say to

Jan, Jan you're ny agent?

A That certainly was discussed, yes.

Q And you actually used the term Jan, you're ny

agent?

A No, | didn't use -- | don't know what termnology

was used, if | said agent or not. | don't know.

Q Do you know wnat a fi duci ary duty is?
A | have an idea of what a fiduciary duty is.

Q What is your idea of a fiduciary duty?
A A fiduciary duty is wmen you, wien you rely on

another person to conduct certain things on your behalf.

Q Is that it?

A Yes, that's ny definition.

Q So do you ow. a fiduciary duty to Thomas and Wng?
A Yes, | absolutely do.

Q Do you feel that you breached your fiduciary duty to
t hen?

00055

A | don't think so.

Q You don't think so?
A No.

Q Were they repaid the 1.5 mllion in 60 days?
A No.

Q You don't feel you breached a fiduciary duty to

t hen?

A No. | feel | took very reasonable steps to and

responsible steps to -- are youill -- to safeguard the money,

and that we were horribly betrayed. That's wnat | think.

Q But you're still receiving a salary from Thomas and

Wong?

A Yes, now! am

Q When did you -- were you not receiving a salary from

Thomas and Wng?

A For a wile | told themthat | would forego ny

salary. And then, at the deposition, | -- the |lawer tells re

that | would have to deduct that off the amount of the j| udgrent.

That was unbeli evabl e.

So | went and told Thomas and Wong that, and we

i mredi ately reinstated ny salary wth the back pay because that

absol utel y insulted me, that | should pay noney to the people wo
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had, woo had betrayed us. It's ridiculous.

Q Wéll, what | awer told you that?
A M. Moskow tz.

00056

Q That wasn't your | awer?

A No.

Q He told you that money would have to be deducted off

the j udgrent?

A Soret hing to that effect, yes. I| believe that it

was something to that effect. It really insulted re.

THE COURT: Perhaps this is a good point in which to take

Our morning recess.

MB. ANBROSIO:; Okay, thank you.

THE COURT: VWé'll stand in recess for 15 minutes.

Please remenber the admonition. Don't discuss the case wth

anyone, don't permt anyone to discuss the case wth you, pl ease

keep an open mind.

( Recess)

THE COURT: The record wl! show the presence of counsel,

the parties, menbers of the jury.

You may proceed.

MS. ANBROSIO:; Thank you, your Honor.

Q M. Tarapaski, | want to clean-up a couple of quick

points, very quickly, very, very quickly.

A All right.

Q You arrived February 17, 2003. You meet Mss

Wall ace the 21st or 22nd, and sometine around that time you nove

into her hone; is this correct?

A Yes.

00057

Q ( the 25th you have surgery around your eyes; is

that correct?

A Yes.

Q M the 26th or 27th or 27th or 28th you have a
meeting wth M. Beardnore and M. Cortegi ano?

A Yes, | believe that's right.

Q Your first meeting wth M. Beardmore, was that the

24th, the day before your surgery?

A |'mnot sure of the exact date. It was before ny

surgery.

Q lt was before your surgery?

A | believe so. Again, | don't take notes. I! can't

be specific as to exact days.

Q That's fine. | want to go over this timeline wth

you.

A Ckay.

Q March 1st is a Saturday. You have a neeting wth

Gary Bl une and Jan Willace at Gary's office?

A Yes, that's right.

Q You don't bring any docurents to that meeting?

A No.

Q But you said Jan Wallace did?
A Yes.

Q How -- do you know mere she got those docurents?

A Wé had generated the checklist, between her and |.

00058

And as far as were she got the opinion letter was, | don't Know.

Q You don't Know were she recei ved those docunents?
A | Know wmwere the checklist came from _ | don't

know --

Q l'msorry, let me be clear. So, | don't want to

waste anyone's time. Let me be very clear.

So you don't know were the other documents care
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f ron?

A Wii ch other docurents?

Q The other docunents, other than the checklist, that

were at that meeting?

A The way | remenber it, the opinion letter was at

that meeting. | only rernenber the opinion letter and the

checklist fromthat meeting.

Q But there may have been other docunents?

A | don't Know.

Q You don't recal|?
A | don't recall, yes, ma'am

Q Q March 3rd you open up a trust account at Cane
Clark, Monday, March 3rd, 2003?

A | believe that's probably right, yeah.

Q And then we've | ooked at the two wre transfer
confirmations, Exhibit 22 and Exhibit 14. And so 550,000 is

transferred on March 5th, 2003; is that correct?

A Yes.

00059

Q And at that point, you don't yet have a deal wth

M. Bear dnore?

A That's correct.

Q Qi March 1st, did you have Gry begin drafting the
prom ssory notes?

A | didn't have himdoing anything at that point in

time. And at that point in time, there was -- he said he would

have to speak to someone from BDV, and another meeting was

arranged. There was nothing drafted and nothing agreed to at

that first meeting.

Wien is the next meeting you had wth M. Bl une?

A A few days later, wthin that week, and | believeit

was the 6th.

Q So before anything is drafted and before you have a

deal, you do transfer money, you transfer 500,000 on Merch 5th;

is that correct?

A Yes, correct.

Q Wio is -- the meeting on March 6 takes place at Gary

Bl ure's; is that right?

A ( March 6th, yes, that's right.

Q Wio is at that meeting?
A There was nyself, Jan Wallace, John Beardnore and

Gary Bl une.

Q Wiat happened at that meeting?
A Jan introduced John Beardnore to Gary Blure. Gary

00060

and John had had some general questions regarding wnat his

position was wth BDV, if he had signing authority for BDV, and

asked himfor identification. | remenber that. And then we

started discussing the items on the checklist.

Q And wnat was that -- let me go back.

A Bef ore we started discussing that, Jan gave Gary and

John an overview of the wnole thing, of what we were trying to

accomplish. She was explaining wnat we were trying to

acconpli sh.

Q Why weren't you explaining wnat you were trying to

accompli sh?

> Jan was the spokesperson. She al ways had the | ead

in this thing. Everything went through her.

Q But Jan's not an enpl oyee of Thomas and Wong?

A No.

Q You're the enpl oyee of Thomas and Wong?
A That's right.

Q Aren't you ultimately responsible for this money?
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A Yes.

Q So wy didn't you take the lead at this meeting?

A Because we agreed, when we were doing the checklist,

that she would do the paperwork because she said she was an

expert at this and she said | eave the paperwork for me, this is

wnat | do for a living.

Q So her duties were nore clerical than -- they were

00061

in the clerical nature?

A | don't Know how you would describe it. Her duties

were to do the paperwork, all of the paperwork.

So she really didn't have the authority to bind

Thomas and Wng?

No, she did not.

So was she an agent?

| considered her to be, yes.

You considered her an agent, although she did not --

It was clearly understood that she was.

It was clearly understood by who?

Me and Jan, because we had that discussion when we

started doing that checklist. That was clear, there is no chance

of confusing that.

F
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Q But she had no authority to bi nd?

A I'msorry?

Q She had no authority to bind Thomas and Wng; is

that correct?

Bi nd?

Yes, to bind themto the transaction.

No.

To any part of the deal?

No, no, that's true.

This checklist, on March 6, you went through the

checklist and were items checked off that they had been recei ved

00062

O
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or handl ed?

> | don't Knowif they were checked off. W -- the

checklist was gone through.

Q And --

A Discussed in detail, yes.

Q So were the items on the checklist complet ed?

A Not at that point in tine.

Q Vére some of them conpl et ed?
A No.

Q But you go ahead and you draft the promssory notes

that day; is that correct?

A | don't Know wen that promssory note -- wnat day

that promssory note was drafted. It was decided on that day

that this would be secured by a promssory note. | don't know

wnen it was drafted. | could tell you when it was signed.

Q No, well, okay, when was it si gned?
A The 8th of March, a Saturday.

Q Cxay. Let's go back to exhibit -- this is Exhibit
21. I'mgoing to show you the first page. It's the promssory

note. The date on this promssory note is March 6, 2003.

A Uh- huh.

Q It's for 1.5 million; is that correct?

A GQ a portion thereof. | had always made it clear

that | wasn't sure if we could raise the mole 1.5 mllion. = And

it was understood that if | couldn't, that the terms wouldn't

00063

change.

Q Did you raise the 1.5 mllion.

A In the end, yes.
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Q So that's not really an issue wnether you, whether

it's a portion or not. The total amount | oaned was 1.5 m!1lion;

is that correct?

A Yes. Yes, ma'am

Q All right. Now, |'massumng -- the two dates that

| see on this docurnent are March 6, 2003?

A Yes.

Q Do you see that up on the top?
A Yes, | do.

Q Then the second date, when you get to the si gnature

page --

A Ri ght.

Q -- there was no other date, other than, down here on

the bottom the foregoing instrument was acknow edged on or

before March -- I|'msorry -- it was acknow edged before ne this

8th day of March 2003, and then it's Lindsey Wool si gnature, the

notary; is that correct?

A Yes, | believe so.

Q Is that the date this document was si gned?
A Yes.

Q Are you certain of that?
A Yes.

00064

Q ls it maybe just the notary's date is March 8th?

A No. That was the date because wien we picked up the

document, we went to Jan Wallace's bank.

Let's go back --

lt was closed because it was a Saturday.

This document was drafted on March 6th in Gary

Bl ure's office, wth you and John Beardnore and Jan Wallace; is

that correct?

O
L
F
O

A That's right. I'msorry, did you ask ne if the

docurnent was drafted then?

Q Yes.

A No, the docunent was not. The decision was made

that the instrurnent that they would use for this was a promssory

note, but at that time it was not drafted yet.

Q What was the termof this note. It was -- the

repayment termof this note when were you to be repaid on this
not e+

A May 6th.

Q May 6, 2003?
A | believe so.

Q It was a 60-day note?
A Yeah, | guess it was, yeah.

Q Sir, have you ever read this promissory note?
A | have.

Q Did you read it -- when was the first time you read

00065

this prom ssory note?

A When we picked it up, | read it.

Q Wien was that?
A VWé went through it, that was on March 8th, at

about -- before, shortly before noon.

Wien you say you went through it, what does that©

mean?

A Wien Gary Bl ure came out wth that promssory note,

he told us to go over it and make sure there was no --

ever ybody's nare was spelled right and just |ook at it in general

and that's about it.

Q Did you substantively read it? Did you read it for

substance or just for form?

A Well, | think we read it for both substance and
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form

Q So you understood wnat this docurent was?

A | thought | did. | thought that | understood the

docunent.

Q Wiat's your understanding of this document?

A In wnat way?

Q WIl, you said you thought you understood this

document when you read it. What was that understanding?

A WIll, | think | understood it. What more can | tell

you?

Q Do you know wnat the rate of interest was that
00066

Thomas and Wong was to make on their | oan?

A Yes, it was 25 percent.

Q Wre there substantial penalties if the | oan was not

repaid?

A Yes.

Q And why were there substantial penalties, do you
know?

A Yes. Jan and | had discussed that and we deci ded to

put that in there so that it would induce themto pay the note on

time.

Q Isn't it true that wnile you wre in M. Blune's

office, you actually |ooked up the usury | aws and found there

wasn't one in the State of Arizona, therefore had these | arge

penalties added into the document?

A | Know nothing about that.

Q You don't know anything about that?

A No, | don't recall that at all.

Q So, you relied on Mss Wall ace to add these fees in
for you?

A I'msorry?

Q Did you rely on Ms. Wall ace to add these fees in or

was it your idea, these | ate fees?

A The |ate fees were discussed by nyself and Jan.

Q Wth M. Blume present?
A The first time we discussed it, he wasn't present.

00067

The second time we discussed it he was present. The second ti nme

was in his office on the 6th of March. Yes, he was present then.

Q So this |oan was for 1.5 mllion and to be repaid

wthin 60 days at the rate of 25 percent interest; is that

correct?

A Yes.

Q In one paid instal! ment?
A Yes.

Q And the date it was due?
A May 6, 2003.

Q You go on May 8th to pick up this docurent fromM.
Bl ure's office?

A Yes.

Q Why is this document dated May 6th?
A | don't Know. | didn't draft it.

Q But he gives it to you to reviewfor form and

substance? Yes?

A Yes.

Q You know it's not May 6th, it's May 8th -- I'm

sorry, it's not March 6th, it's March 8th. Isn't he asking you

to make corrections to the docurent?

A He is not speaking to me specifically. He's

speaking to the group of us.

CQkay. Well, but your part of the group?

A Yes, | am
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00068

Q So you're ina --
A | did not pick up on that.

Q So you keep the date of this document, March 6th,

wth arepayment date of May 5th?

A Repayment date of?

Q May 6th?

A Yes, | -- yes, that's right.

Q Even though you don't have a deal yet?
A Wat?

Q Sorry, let me go back. Not that you don't have a

deal.

You have this dated May 6th, but you don't close

your deal wth them wth BDV, until Myy 8th; is that your

testi mony?

A That is ny testi mony.

Q But you're given an opportunity to revise this

docunent?

A Yes.

Q And BDV, a representative of BDVis in the room is

that correct, M. Beardnore?

A Wé were all given an opportunity to revise that

docunent, yes.

Q But the repayrent date is May 6th?
A That's right.

Q Wiat else happens at the March 6th meeting?

00069

A The condomni umis discussed.

Q Wat's discussed about the condomni un?

A Gary asked John mere it was | ocated, what the

address was, if |t would -- if the amount that we were paying

would be clear title, if there was any money owng on it.

Q Wiat did he answer to that question, M. Beardnore?

What was his answer to that questi on?

A Wii ch one?

Q Wiet her there was any money ow ng on the condo?

A He said the condom nium would be clear title and |

think that there was supposed to be sone proof of that sent to

Gary Bl une.

Q Dd M. Beardmore ask for 275,000 at that meeting to

be sent for the condo?

No.

He never asked for 275,000 to be sent for theO
F

condomni unt?

A You mean to be sent that day? No.

Q No, March 6th, he never asked for 275,000 dollars to
be sent?

A No. There was nothing drafted, how could he ask?

Q Even though you have a promssory note dated March

6, 2003?

A | didn't put that date on there. And! don't

know --

00070

Q Sir, we've established that you have had an

opportunity, according to your testimony, to correct this?

A We all had an opportunity to correct it.

Q But sir, you are the, you are the plaintiff, you are

the representative of the plaintiff in this action?

Yes, | am

CQxkay. So we're asking you today, you had an

opportunity to correct this?

Yes, | had one.

ls it the reason it was not corrected is because it
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was actually created on March 6th?

A | don't Know wien it was created. I've told you

that three times now.

Q At the March 6 meeting, M. Beardnore did not ask
for 275,000 dollars to be rel eased?

A No, he did not.

Q Did he ever ask for 275,000 dollars to be rel eased?
A Yes, he did.

Q Wien did he ask for that to be rel eased?
A When we picked up the promssory note.

Q Wien you picked up the promissory note?
A Yes.

Q Did you release the 275,000 dollars?

A Absol utel y not, no.

Q Why not?

00071

A Jan and | had discussed it that day, that night, and

also that was a Saturday and we could not transfer that day even

if we had wanted to.

Q Isn't it true that on March 6th, when you ret wth

Jan Wallace, John Beardmore, and Gary Blunre, in his office, these

prom ssory notes were drafted, the discussion of the 275 was had,

and the reason this docurent wasn't signed until the Saturday is

because M. Cortegi ano was not present; is that correct?

No. Véll, the way the meeting ended was Gary BI une

said that the best way to document this transaction was a

prom ssory note and that he would draft it. And we went hone.

Q And you went home?
A Yes.

Q ( March 6, there is 550,000 dollars, there about,
in the Cane ONeill trust account for Thomas and Wong; is that

correct?

A CQ March 6th?

Q Qn March 6th.

A | authorized the money to be transferred on March

5th so it could have been there, yes.

Q ( March 6th, when 275,000 is asked to be rel eased,
this is the meno that's prepared. Did you ever see this nenv?

Would you ask me that again?

Qxkay. Exhibit 19 is a meno dated March 6, 2008.

There is 550,000 dollars in the trust account.

O
F

00072

A Yes, that's right.

Q And 275,000 is being transferred?

A No, it is not being transferred. What are you

tal king about?

Wy is it not being transfered. Here's wnat the

meno is for?

A | hadn't seen that meno until Sunday, until the day

| came, before | came totrial. | got totell you, yesterday |

had a difficult time because | was pretty shook up by wnat | saw.

Q Sir, are you telling me that you don't know anything

about this 275,000 dollars before the Sunday before this trial

began?

A That's exactly wnat I|' mtelling you.

Q Sir, this is Exhibit 100. It's a complaint filed on

behalf of Thomas and Wong Contractors, your employer, against

Audrey Vaérk and a variety of other people.

A Yes.

Q It is -- it has been filed in the Superior Court of

the State of Arizona in and for the County of Maricopa. It's

dated February 15th, 2005.

A Ckay.
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Q Do you Know about this | awsuit, sir?
A Yes, | do.

Q Is this one in a series of | awsuits that you

authorized M. Blune to file for you?

00073

A Yes.

Q Go ahead to Page 3 of this document. See were it

says factual all egati ons?

A | do.

Q Do you see 10. 4?
A Yes, | do.

Q Can you read that to me, sir?
A The |oan funds were to be used to provide for the

payment to purchase a certain real property interest described as

660 North Second Street, Mnneapolis, Mnnesota, and purchase the

position of the Lake Bank N.A. of Two Harbors, M nnesota.

ls it still your testimony that you didn't know

about the 275 until the Sunday before this trial began?

A Wiat are you asking ne in relation to the 275?

Q You -- the statement you j ust made, sir, is that you

didn't knowthat the 275 had been transferred for the condo at

660 North Second Street?

THE COURT: Just a minute. Ce at atime. Don't talk

over each other. The court reporter can't take it down.

MB. AMBROSIO: Sorry, your Honor.

THE COURT: All right. GG ahead.

THE WTNESS: The statement | made is that before

yesterday, | did not knowthat Jan Wallace had rel eased 275, 000

dollars fromthat trust account wthout me knowng about it. Are

you clear now?

BY MS. ANBROSIO:

Q Sir, on March 6th, where were you living, 2003?
A At Jan Wallace's.

Q You did not know that Jan Wall ace was transferring

275,000 dollars?

| had no i dea.

Dd you ever --

There is no way that that --

Strike that. Sir, there is no question pendi ng?

The trust account was in ny nane.

HE COURT: Sir, wait until you're asked a question.

ANBROSIO: Thank you, your Honor.

This is, this has been marked as Exhibit 18. Do you

this document is?

Yes, | do.

Wiat is this docunent?

lt says it's a promssory note.

Did you reviewthis document on March 6, 2003?

No.

You never sawthis document on March 6, 2003?

Absol utel y not, no.

ls this docunent for 275,000 dollars?

lt appears to be.

At the rate of 25 percent interest?

00074

A
r
o
r
o
r

ahead.

know wma

00075

That's wnat it says.

Is it also wthin 60 days?

| don't Know. It appears that way, yeah.

It is to conplete the transfer of real property at

660 North Second Street, Mnneapolis, M nnesota?

A | don't Know wnat the purpose of this promssory
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note was because | was not involved wth this promssory note. |

was not i nvol ved.

Q Dd you see M. Beardnore sign any docurents on

March 6, 2003?

A No.

Q You didn't see himsign any docunents?
A No, | didn't.

Q Do you knowif there was a discussion about L.
Trust, LLC?

A | don't recall that.

Q Do you Know what L. Trust, LLC is?
A | do now. | did not know on March 6th.

Q ls that because it hadn't been discussed or it had

been di scussed?

A | don't recall L. Trust being discussed.

Q But it could have been?
A | don't recall that.

Q Wien M. Beardnore asked for the 275,000 dollars to

be released, wnat did you tell hin?

00076

He didn't ask re.

Wy didn't he ask you?

He asked Jan Wall ace.

Wiy would he ask Jan Wal! ace?

| don't Know.

You told me Jan Wallace didn't have any authority to

bind Thomas and Wong?

She didn't.

So wy did you ask him-- why did he ask her?

| don't Know.

Were you in the roon?

| was right beside her.

Wiat did you say?

| didn't say anything.

Wy not?

They didn't ask re.

Aren't you ultimately responsible for this money,

O
P
F
P
O
L
O
L
Y

sir?

Yes.

And you were standing there?

| assure it was because Jan was doing al! the

paperwork, all the communications. Everything was going through

Jan Wal| ace.

P
O
F
 
D
O
P
F
O
F
O
L
O
L
O
L
Y
S

Q Sir, but wasn't the true that you were absol utel y

aware of where every dollar of that money in the trust account

00077

went?

A | thought | knew were it went. | now know that

wasn't aware of where it went.

Q | want to get back to the discussion, when is next

the time you have a meeting wth John Bear dnor e?

A What?

Q When is the next date upon wiich you have a neeting

wth John Bear dnore?

A You mean after March?

Q After March 6th.
A After, it was March 8th that we had another meeting.

VW picked up the promissory note.

Q Do you meet wth himFriday, March 7th, wth Qudo

Shi eken?

No.

Q When did you -- when -- do you ever have a meeting

wth John Beardnore and Qudo Shi eken?
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A Qudo Shi eken was at the first meeting that we had in

the |obby of the Marriott Hotel. He came later. There was re

and Jan and John and then he cane about 15 or 20 mnutes later.

Q What was the date of that meeting?
A I'mnot certain. It was before ny surgery.

Q ls that the only time you meet wth Qudo Shi eken?
A No, during the course of after the | oan was

defaulted, | had -- | mean, |'msorry, in April of 2003, | had

00078

met wth Qudo Shi eken.

Q And where was that?
A In Germany, and we went to Africa.

Q Why did you go to Africa?
A John and Jan had told me about a housing proj ect

that, that was available in Gnana, Africa, to build lowcost

houses there. And that a friend of theirs had a connection wth

that -- wth the Ghana governnent, that they felt that perhaps we

could get that contract.

Q Is that wnat you discussed wth Qudo at your first

rmeeti ng?

A No.

Q Wiat do you discuss wth Qudo at the first meeting?

A | didn't have -- | didn't say very much wth him

He was introduced to me as another guy that John Beardnore was

going to borrow noney fromfor this Lake Bank.

Q The Lake Bank transaction?

A Yeah. He said something -- see, he said something

about that he was an investment banker and that he was -- John

and him were working on something, but it wasn't stipulated to re

wnat.

Q Did not you --
A lt was a friend of John Beardnore and Jan Wall ace.

Q Didn't you request that Jan excuse herself fromthat

rmeeti ng?

00079

A No

Q At that meeting wth Qudo and John Beardnore, did
you discuss off shore matters or off shore transacti ons?

A | don't recall discussing that.

Q Wien did you discuss traveling to Germany wth Qudo?

A | didn't discuss it, traveling to Germany wth (Qudo.

Jan and John told me about this deal in Africa and asked ne if

perhaps | would be interested to build sore houses there, and |

said yes, | would be.

So how did you end up going to Germany?

| got on an airplane and | flewthere.

Wio invited you to Germany?

Jan and John Beardnore.

Did Jan Wallace go to Cermany?

No, no.

Wio went to Germany?

There was me, John Beardnore, Qudo Shi eken, and also

a friend of mne from korea.

Did a lady name Soki mLach also attend?

Yes, she did.

ls it at that time that you |earned that she was

John Beardnore's girlfriend?

P
O
P
O
r
O
r
D
O

O
L
F
O

A Yes. | Knew she was John Beardnore's girlfriend.

Q Wien did you | earn she was John Beardnore's

girlfriend?

00080

A In Germany.

Q So you didn't know that before then?
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NoA ;

Q And she is -- is this the same Sokim Lach wth the

L. Trust, LLC?

A | think so.

Q Who made the arrangernents, woo invited you to go to

Ger many?

A Jan and John.

Q Did Jan have any ownership in the Ghana proj ect ?

A There was no ownership in Gnana. W were going

there to see if we could make a deal in Ghana in regards to the

housing. And this John Beardmore was -- had some experience in

doing water treatment plants or something like that. So, he

would be going to discuss that as well.

Q Was there going to be paperwork involved inthis

(nana proj ect ?

A Yes, | believe so.

Q Wasn't Jan handling paperwork for you?
A Yes.

Q So wy wasn't she in Germany?
A The paperwork she was handling was specific to this

deal in Phoenix.

Q So you were going to handle the paperwork on the

(nana proj ect ?

00081

A lf -- there was no paperwork to handle at that time.

W were going there to see if perhaps we could make a deal there.

Q And was that the basis of the deal, that it was 2000

hones to be built in Ghana, Africa, to be financed by Qudo

Shi eken for 32 mllion or thereabouts?

A 32 milion?

Q Uh- huh?
A That's not how! recall it. | believe there was --

the amount was 10 mllion dollars.

Q That's all that this deal was going to be, was 10
milion dollars?

A | think that's the amount that was discussed, to

start it off. | don't know how much it would ultimately be. W

never got to that point.

Q Was it to build 2000 hones in Ghana, Africa?

A It was to build homes. | don't Know. | can't

remenber the exact amount, but it was in that neighborhood, yes.

Q And Beardnore felt there would be a possibility for

Thomas and Wng to provide equi prent for the proj ect ?

To provide equipment and also to build | ow cost

housing. They needed some |ow cost housing for about 10, 000

dollars per homeowner. They were very basic. Just have to put

four panels together and lift themup wth a crane.

Q And after you returned fromthis meeting in Cermany,
it's wnen, in April? Isn't that wnat you said, April 2003; is

00082

that correct?

A That's when we left.

Q Wien did you return?
A | think it was early Magy.

Q Wien did the rest of the 1.5 mllion transferred to

Bear dnore for the BDV | oan?

A | believe it was in April.

Q Wio transferred that money?
A Thomas and Wong, on ny direction.

Q So wiile you were meeting wth Qudo and John,

talking about a 10 mllion dollar project for Africa, you

transferred the rest of the 700,000; is that correct?

A | believe it was transferred before we left.
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And before you left, you knew wnat the purpose of

the trip was for?

Yes.

Did you meet wth John Beardmore in person to

discuss the purpose of the Germany trip?

No. Wé didn't discuss that until we met in Germany.

So you went to Germany not knowng wnat the purpose

of the meeting was for?

A No, | Knew wnat the purpose of the meeting was for.

| was talking to Jan from Korea and she was talking to John

Bear dnore.

Q What were you doing in Korea?

O
F
 

_
O

O
L

00083

A Buying heavy equi prrent.

Q Wre you | ooking to open another branch of Thomas

and Wong in Korea?

A Wé were going to open an office there, yes. Wé were

consi dering doing that, that's right.

Q Was part of the money in the Thomas and Wong bank

account, which you transferred to Cane O Neill, was that to be

used to open that Korean office?

A | don't Knowif that money was, specifically was,

but there was money that would have had to be spent to open that

office, yes.

How much money?

A | don't Know the exact anount, but it would be in

the nei ghborhood of, well, we needed to buy an office, that would

have been about 200,000 dollars, and | would say bet ween two and

two to three maybe 400,000 dollars.

Q So al most half of wnat you transferred to Cane

ONei|| ?

A Yes.

Q And you got permssion to transfer the 800,000, even

though the conpany was | ooking to use 400,000 to expand?

A Yes.

Q Wis there a board neeting held?
A No, we don't have board meetings.

Q Do you sit on the board of directors of Thomas and

00084

Wong?

A No. There is no board of directors. There is two

people.

Q Have you ever sat on the board meeting of Thomas and

Wong?

A No, they don't have board meetings.

Q Have you ever sat ona board meeting? Have you ever

set on the board of directors of any company?

No.

When you had your own crane conpany, did you have

any directors?

O
L

A It was me and ny wfe.

Q Was that a corporation?
A Yes, it was a limted corporation, an LID.

Q That was a Canadian entity?
A Yes.

Q ls the name of that company Jake's Cranes?

A No

Q Was any part of the condom niumthat we've been

talking about, at 660 North Second Street, in Mnneapol is,

M nnesota, owned by Jan Wal| ace?

A Would you repeat.

Q Was any part of the condo, at 660 North Second
Street, in Mnneapolis, Mnnesota, owned by Jan Wal! ace?
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t hat.

A Not to my know edge.

00085

Q So wy would Jan send $275,000 to this condonini un?
A You tell me. | don't know. You have to ask her

Q But you, sir, have said testified today that she did

not have the authority to bind?

A That's right, she didn't.

Q So wy would she do this?
A | have no idea wy she would do that. That is

dishonest and probably i|legal.

Q ls it because she had your authority to do it,

just --

A Absol utel y no chance in the world that | did that.

Q She had your authority to send every other dollar in

the trust account?

Not at that time. OQ March the 12th, the 13this

wnen she had authority to transfer money.

Q Sir, the meno that | showed you, did you open the

trust account wth Cane and ONeil!?

A Jan Wall ace did on ny behalf, on Thomas and VWéng's

>

behalf.

Q Did you provide any information wth which to open

this trust account?

A | think so. It was -- she had a copy of our -- of

ny authorization to act for Thomas and Wong by that time and also

the address and phone nunber.

00086

The address and phone nunber of Thomas and Wong?

Yes.

Wy didn't you just open the trust account?

Wy didn't | open it?

Yes.

Because | didn't have an attorney there and she

offered to open it, and! didn't have an objection to that. |

figured a lawer is a trustworthy person and a trust account is a

safe entity. | didn't have any obj ection to that, but I'm

wondering now why --

Q There is no question --
A -- why Gary Bl une -- okay, sorry.

Q Your agreement wth Jan Wallace, did she ever agree

to be your agent?

P
O
P
r
P
O
F
r
O

A Yes.

Q She did?

A Yes.

Q She used those words?
A No, she used that word specifically.

Q She used wnat word specifically?
A Agent.

Q She used the word agent?
A | said | don't knowif she used the word.

Q l'msorry, | didn't hear you.
A VWé discussed wnat each one of us wll do at length

00087

and she absolutely assured me that she would do the paperwork.

And, you know, she, she said that she runs public companies for a

living and the paperwork is really complex and everything and she

would have no problem doing this.

Q What was she to be compensated for acting as an

agent?

A It was no agreement to pay her anything at that

point in time. All | Knew was that John Beardnore was supposed

to pay her 12,000 dollars and she told me that she had shared
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that wth this Kelly Black, part of it.

Q Wiat was the 12,000 dollars for?

A | don't Know.

Q Did she --
A She j ust told me she was receiving 12,000 dollars.

| don't Know wnat it was for.

Did she ever show you an agreenent?

A No.

Q So, it's your understanding that Mss Wallace would

act as an agent and not be paid?

A That's my understanding. | didn't offer to pay Jan,

but | knew that somehow or another that this Lake Bank that she

was working wth would give her some money sonemere along the

road.

Q Do you know what Lake Bank was going to give her
money for?

00088

A No.

Q This is Exhibit 3. Have you ever seen this docurent

bef ore?

A lI'msorry, can | just back up a bit on that Lake

Bank? There was some discussion about this Lake Bank going into

a public conpany, but | didn't knowthe logistics of that. | was

not involved in that. So | knew there was sone incentive for her

to do this, but | don't know wnat it was. | don't know all the

details.

Q Wien you say do this, do wnat?
A To see this funding go through.

Q Isn't it true that Mss Wallace had a contract wth

Bear anne. John Beardmore, Beardnore Investments, to take BDV

publ i c*%

A | didn't know of any agreement to do that.

Q WIl, sir, you just said you knew that there was

some sort of agreernent for her.

A She said she was working on sornething to do wth her

public company, but | don't Knowthe details of it.

Q You don't know the details of it?
A No.

Q You never agreed to conpensate her?
A No, | didn't.

Q But you, as an agent of Thomas and Wong, are

compensated; is that correct? You received paynent from Thomas

0008

and Wong?

A You mean ny salary?

Q Yes, your salary.
A Yes.

Q And you are an agent for then?
A Yes.

Q Under your own definition?
A l' mworking for Thomas and Wng, yes.

Q Do you know wnat your fiduciary duties to Thomas and
Wong are?

A | Know wnat | do for them If you want to describe

them as fiduciary, | don't know about -- if that's how! would

describe it. | work for Thomas and Wong and |'mresponsible to

them yes.

Q You're responsible for this | oan?
A |' mresponsible to Thomas and Védng.

Q For this loan, for any transaction?

A Yes. |'maccountable to Thomas and Wong, yes. _ “Yes,

| am

Q But you're not sure wnat your fiduciary duties to
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them are?

A Wiat are you asking nme?

Q |' masking you do you Know wnat a fiduciary duty is?

A | have told you that | have an understanding of wnat

fiduciary means. | work for Thomas and Wong, period, and |! have

00090

to -- and | knowthat I'mresponsible for wnat | do. Is that

fiduciary? Is that what you're asking me?

Q Was there a March 7th meeting wth M. Beardnore?
A A March 7th reeti ng?

Q Yes.

A No, not that | recall, no.

Q At sore point you testified yesterday about

additional collateral being pledged by Tom-- by BDV?

A Yes.

Q Wien did you have that, when was that discussed?
A The first time?

Q The first time.
A lt was at Houston's restaurant.

Q ls that after your surgery?

A | think so.

Q And woo is at that meeting?

A Me, John Beardnore, and Bil! Cortegi ano.

Q Is this, is the additional collateral the basis upon
which you make this loan? Is this what turns your decisi on?

A Yes, | think it was definitely an influencing

factor. | did not want to fund against gold. | wanted to --

the -- that was definitely an influencing factor, yes.

Q So you have that meeting before your first meeting

wth M. Blume on March ist, the meeting wth M. Cortegi ano and

M. Beardnore, were the additional collateral is discussed?

00091

A Yes, yes.

So is it fair to say that on March ist you had a

deal wth M. Beardnore and M. Cortegi ano?

A No, it is not fair to say.

Q ls there a second meeting on this collateral?
A Yes.

Q Wien is the second neeti ng?
A A few days later, which | believe to be the 6th of

March.

Q And at that meeting, it's M. Beardnore, yourself,
M. Blume, and Mss Wall ace?

A Yes.

Q M. Cortegi ano is not there?
A No, he's not.

Q The additional collateral is discussed?

A Yes.

Q ls that wnen you enter into your deal?
A That's when we agreed that there would be a deal.

Q You agreed there would be a deal on March 6th?
A Yes.

Q And at that time, doesn't M. Beardmore ask for the

275 to be rel eased?

No, he does not.

THE COURT: All right. Wé're going to take our noon

recess at this juncture. Wé'll stand in recess until 1:30.

00092

Pl ease remenber the admonition. I|'!|1l see counsel in chanbers for

a few mnutes.

( Recess)

THE COURT: The record wll show the presence of the

parties, counsel, and the menbers of the jury.
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You may proceed wien you're ready.

BY MS. ANBROSIO:

Q Good afternoon, M. Tarapaski.
A Good afternoon.

Q | just have sore brief questions for you. Were

there any wtnesses to the oral discussions you had wth Jan

Wall ace about being an agent?

| don't think so.

Q So it was just you and her at these meetings, at

these di scussi ons?

A | think so, yeah.

Q And you are suing Jan as an agent, as your agent for

breach of a fiduciary duty. Is that the basis of your | awsuit

t oday?

A Yes, that's one.

Q Do you understand wnat it is you're suing her for?
A Yes.

Q ls Thomas and Wong authorized -- is Thomas and Wong

in good standing in the State of Arizona?

MR. MURPHY: Obj ection, your Honor; irrelevant.

00093

THE COURT: = Sustai ned.

BY MS. ANMBRCEIO:

Q ls Thomas and Wing authorized to do business in
Ari zona?

VR. MURPHY: Same obj ection, your Honor.

THE COURT: Counsel approach.

(An of f-the-record discussion was held out of the hearing of the

jury.)

BY MS. ANBROSIO:

How many transactions has Thomas and Wong done in

the State of Arizona?

©

A Just this one.

Q Wiat was the length of this transaction?

A It started on March 8th.

Q It concl uded?
A Wll, this isn't concl uded yet.

Q So it's gone past 30 days?
A Yes.

Q And Thomas and Wong has done no other busi ness in

Ari zona?

A No.

Q They've never rented cranes in Ari zona?
A No.

Q Bought cranes?
A No.

00094

MB. ANMBROSIO. | have no further questions, your Honor.

THE COURT: All right, thank you. Redirect.

REDI RECT EXAM NATI ON

BY MR. MURPHY:

Q Sir, in the course of cross-exam nation, you were

asked questions about wnether Jan Wall ace ever told you that once

she went on the board of BDV Investments, she wouldn't be able to

give you information. Did she ever make such a statement to you?

A No. She said that was the reason that she would go

on the board of directors, one of the main reasons. And she also

said that she wanted to network wth these Dumaine people. You

know, she's -- she felt it would give her an opportunity to reet

other people in her line of work as well.

Q Showng you Exhibit 21, sir, the promssory note of

March 8, 2003. Let me zero in on some | anguage relevant to this
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i ssue.

The paragraph that I've enlarged wll read:

Notw thstanding the above, on or before April 20, 2003, BDV shal

cause to be delivered to the | ender docunent ation satisfactory to

the |ender evidencing that BDV wll! be able to make the paynent

of the full amount of the promssory note on the due date.

lf BDV is unable to present satisfactory proof of

payment on or before April 20, 2003, the lender agrees to

comrence the process necessary to sell the col later ar oe. the
5

purposes of satisfying the promssory note.

And I'l! stop ny quote there.

Wio proposed that particular provision of the

prom ssory note?

A Jan did.

Q Did you understand that would require her to share

information that she learned as a director of the corporation?

A Yes. WW discussed that before.

Q And sir, we looked at Exhibit 38, drafts of the

Dumaine agreenents that were transmtted to you on or about

April -- March 24 of 2003, when you were in Korea. Do you

generally recall those?

A Yes, | do.

Q Do you have an understanding as to how Jan V&ll ace

was able to share that information wth you, the draft of an

agr eenent ?

A Wéll, she would have to get that fromthe board of

directors.

Q Now --

A She called me fromAri zona and said she was sending

it to me.

Sir, you were asked some questions on cross

exam nation that you claimed that Thomas -- that Jan Wall ace was

Thomas and Wbéng's agent, even though she had no authority to bind

Thomas and Wong. What responsi bilities did you understand she

00096

had to Thomas and Wong as agent?

A Wll, clearly spelled out in the checklist, that,

that's her bible. That's wnat she was responsible for. And also

to be truthful wth us, tell us if anything was going off the

course so that we could take action earlier, if we had to by

melting this gold.

Q Showng you Exhibit 21, again the promssory note,

questioning focused on your cross-exam nation about the fact

there was a date of March 6 up in the corner.

Yes.

Did you even notice wnat date was on there at the

time you got it?

O
F

There was me, John Beardmore, and Jan Wal! ace.

How |ong did you have to wait until M. Bl ure care

out wth the conpl eted prom ssory note?

A The meeting was scheduled for around 10:00. VW had

to wait a good hour, about an hour.

Q You were present wen it was notarized at sone bank

in a Hore Depot location on March 8, 2006? 0009

7

A It's not important to me wnat date the | awer put on

t here.

Q Qn Saturday, March 8th, when you went to Gry
Bl ure's office to get this note, was it finished?

A No.

Q How |ong did you -- who was there waiting to get it?
A

Q

A Yes, | was, right.
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Q You were asked a question about on March 6. Dd you

agree to the terms of the deal wth BDV and did you, at that

time, come to an understanding wnat the terms would be?

A Yes, we had the consensus of a deal on March 6, yes.

Q Wien did you actually have a deal wth BDV

Invest ment s?

A Wien the note is signed on March 8.

Q Qn what date?
A March 8.

MR. MURPHY: Nothing further.

THE COURT: All right. Thank you. Do the menbers of the

j ury have any questions for this wtness? | noticed there were

some sheets of paper in there. Could you get those, Laura?

Thank you.

WII counsel approach?

(An of f-the-record discussion was held out of the hearing of the

jury.)

THE COURT: The record wll show the Court recei ved

several questions fromthe menbers of the jury and has conferred

wth counsel.

Sir, let me ask you, did Ms. Wall ace seem surpri sed

that there were additional security items?

THE WTNESS: You mean after the meeting at Houston's

restaurant, sir?

00098

THE COURT: Wéll, the question doesn't specify, but let's

ask it that way.

THE WITNESS: She was, she was happy. She did not seem

surprised, but she was happy that perhaps we could make a dea

because the first time it failed.

THE COURT: All right. You've testified that you, you

were a buyer and seller of equipment for Thomas and Wong. When

did Thomas and Véng give you authority to negotiate | oans.

THE WTNESS: There is not a differentiation on wnat |

can and cannot do for Thomas and Wong. The noney that |

generally dealt in is money that | pretty much generated during

ny first seven years at Thomas and Wong. And this is wen |

started there, in 1996.

And that | had a broad parareter of wnat | could do.

| did -- | bought barges, it wasn't just cranes, but | didn't

generally have to ask permssion. If | recomrended it, they

normally followed it. | hadn't been overruled at any time in ny

seven years of working there, prior to this.

THE COURT: Did you recommend this transaction to Thomas

and Wong before you entered into the agreenent?

THE WTNESS: | discussed it wth themand, and! told

themthat | may be doing this deal, and before, before | si gned

it, | told them! was going to do the deal.

THE COURT: What was Thomas and Wong hoping to gain from

this | oan?

00099

THE WTNESS: 375,000, even wen they defaulted. | never

asked for that money on the dollar penalty through the mole

negotiation, from May until June. If you |ook on ny statement,

the wnole non-security, | was only asking for the 375. I never.

THE COURT: Correct me, if |' mwrong, the interest rate

was 25 percent per annumor was it 25 percent for the 60 days?

THE WTNESS: | understood -- | don't know. It just said

a one time fee of 25 percent that was due on Myy 6th. | don't

Know wnat -- | don't know.

THE COURT: Is there a meno or any docunent giving Mss

Wall ace authority to transfer funds fromthe trust account?

THE WTNESS: I'msorry, sir?
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THE COURT: Was there a meno or other docunent gi vi ng

Mss Wallace authority to transfer funds fromthe trust account?

THE WTNESS: Yes, there was a document on March 12th or

13th, that | gave her authority to transfer.

THE COURT: Any followup questions fromplaintiff?

MR. MURPHY: Nothing, your Honor.

THE COURT: Def endant.

MS. ANBROSIO:; No, your Honor.

THE COURT: Any other questions fromthe menbers of the

jury for this wtness?

Qcay. Thank you, sir. You can step dow.
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