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THE COURT: CV 2005-051325, Thomas and Wng Cenera
Contractor, Incorporated versus Jan Wallace. This is the tinme
set for continuation of trial. The record will show the presence
of counsel, parties, and nenbers of the jury.

Cood morning. Welconme back. Are we ready to
proceed?

MR, MURPHY: Yes, your Honor.

THE COURT: AlIl right. Wenever you're ready.

00003
DI RECT EXAM NATI ON cont i nued
BY MR. MURPHY:

Q CGCood norning, Ed. How are you doing today?

A | feel better, thanks.

Q As we left off yesterday, we were tal king about
efforts to collect on judgments that you had taken agai nst the
def endant s.

Did you realize any recovery fromthe defendants?

A Yes, when we sold the Arizona house.

Q Who had owned that house?

A John Beardnore.

Q And what were the net proceeds that you received
after that house was sol d?

A 433, 000.

Q Did you receive any proceeds from equipment in the
war ehouse?

A 20,000 dollars froma couple of fork lifts and

| oaders.
Q That was in the warehouse in New Mexico?
A Yes.
Q Sir, let me next shift to the transaction with
E@cgazd Kirby. Wre you contacted by someone named Richard
i rby?

Yes.
When was that?
00004

['msorry?
When was that?
It was in the spring of or the winter of 2004,
around February.

What did he propose?

A He wanted to buy the judgnents that | had.

Q Did he tell you how much he was willing to pay?

A He, | think he said that he calculated it to be 4.8
mllion dollars.

Did that deal proceed?

A Yes.

Q Descri be what happened?

A He phoned me and he told me what he needed in order
to go forth with the deal. And I, | had no idea what he was
asking me for. It was sonething that | just couldn't do. So, |
told himto -- that Gary Blunme would handle it.

Q Did he get involved, Gary Bl unme?

A Yes. Gary Blune and himstarted doing this bill of
exchange, and then he phoned nme up and he was furious and he said
| can't deal with this man, he doesn't know what | want, and he
can't do it.

Q Who got involved in his place?

0> OX

A Jan Wallace. He said Jan Wallace is the only one
who knows what's going on, can | do it with her. And | said,
wel |, you can phone her and ask her.

Page 2
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5
Q Sir, let me show you what has been admitted in
evi dence as Exhibits 54 and 55.
I's Exhibit 54 an agreement that was signed with
M. Kirby in early February of 20047
A Yes, it appears that that's it.
Q Exhibit 55 is a related escrow letter with regard to
that transaction?
A Yes.
Q Sir, under these agreenments, let nme ask this, did
M. Kirby subsequently ask that you nake a paynent to himbefore
he proceeded with this transaction?
A Not at that point in tine.
Q Descri be how t hat canme about ?
A It was near the, near the end of when the bill of
exchange was conpleted. Jan came up to me in the guest house and
said Richard Kirby wanted 10,000 dollars or else he wasn't goi ng

to transfer any noney 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 nmuch noney.

Q What happened next?

A She was upset and she said okay, I['ll go back and
negoti ate sonme nore.

Q Did she return with another offer from M. Kirby?

00006
A Yes. She said, well, |'ve got himdown to 5,000
dollars, pay himthat and he will send the noney for your
judgrents. | said no, | amnot paying himanything. He's --

|"ve seen himdo this before, he's a crook, and |'mnot going to
do it.
Q Did she return with another offer from M. Kirby?

A Yes. She said, well, |'ve got himdown to $1500,
and she said you can pay that. | said, well, no, |'mnot going
topay it. | said this is what he does, he's just going to take

t he money and not do anyt hi ng.

Q What did she say in response, Jan Wil | ace?

A She was furious. She said that -- she said |'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 noney. | said |
need to get back hone. |'mnot going to pay it.

Q What did she say?

A She really got angry. She told me to get out of her
guest house.

Q What 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 where ever | was going to be
staying. So | said, |ook, okay, if you feel that strongly about

00007
it, 1"l pay the 1500.
Q Did you do so?
A Yes, | did. | paid it the next day. | sent a

Western Union to Richard Kirby.

Q You nentioned 250,000 dollars. Showi ng you Exhibit
56 in evidence, did you have a witten agreement with Jan
Val | ace?

A That she --

Q To this Rchard Kirby transaction?

A She put that in front of me and wanted ne to sign

Page 3
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t. And | said, well, what 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'Il signit.
Q After you paid the $1500 to M. Kirby, did he follow
t hrough and close the transaction?

Jan Wall ace canme up to me and said the noney woul d
be coming in that day. He had contacted the escrow agent and
said he would be transferring the noney in. The noney never
care.

i
t
t
I

Q Sir, I"'mgoing to put in front of you Exhibit 51, an
August 28, 2003, meno to Cane O Neill Taylor from Jan V&l ace,
reference money held in the name -- noney held in trust in the
name of Jan Wil lace. The text reads: Please use this letter as
your authorization to apply the funds you were holding in nmy nare

00008
in the anmount of $4,960 in satisfaction of our outstanding
i nvoi ce for escrow services rendered on the Thomas and Wng
matter, ending ny quote.
Di d you know t hat nmoney had been transferred to Cane

and Associates in August of 20037

A No, | had no idea. And if | knew it was in there, |
coul d have sure used that 5,000 bucks at that tine.

Q Did you approve that disbursenent?

A No. As far as | knew, that trust account was cl osed
in March.

Q Sir, let me conclude, did Jan VWil lace invite you to

trust her?

Yes.

When did she do so?

There was lots of times. There was an on-going --
she reassured nme 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 with John Beardnore and Bil
Cortegiano. | came 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
handl e the stock part of it. And she said, you know, | live in a
paper world. This is what | do for a living. Leave the
paperwork to me and you do -- |I'll do the paperwork, you do ny
00009

>0 >

part, just |leave the paperwork to me.
Wien was the next occasion that you recall, sir?

A Vell, 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 ne, | will get themto sign a docunent that says
if anything |ooks like it's going wong, we can nelt the gold, 45
days, up to 45 days before the due date. And she put that right
into the promissory note in the second neeting.

Q Sir, I'l'l show you Exhibit 21 marked -- which is,
whi ch has been admitted in evidence. |Is that the prom ssory note
you;re referring to that includes that clause. 1|s 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 ontime. This is adnmitted in
evidence, the jury can review it and I'll reviewit in closing

argument, so we can nmove down the path
Sir, that was a nmeeting that you described in, oh
early March of 2003. Wen is the next occasion that Jan Wl |l ace
invited you to trust her?
Page 4
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A The next one that sticks in nmy mind, it was in the
ki tchen of her house when she asked me if | knew what a
saf ekeepi ng recei pt was and she was explaining to me how secure
t hat warehouse was. 00010

Q What did she say to you on that occasion?

A She said to me, she said tome, | livein a man's
world and | -- sonmething 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, |'ve protected you pretty well to this point. Now, will
you just release the funds and trust ne the paperwork is done.
Then | agreed to rel ease.

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

A I'"msorry?

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

A | think that was about the tine.

Q Sir, when is the next occasion you recall that Jan
Wal |l ace invited you to trust her?

A Wien | was | eavi ng Phoeni x.

Q What did she say to you at that tinme?

A She said to me, we were reviewi ng the Lake Bank
stuff and just the whole thing in general. And we cal cul ated
everything that if sonething went wong, that there was --
including in the condom nium there was about 2 nmillion dollars
that we could fall back on if anything went wong.

And the worst case was that we coul d probably get
about 70 percent or 60 percent of that, if we had to |iquidate
it, and that would cover me. And she said just go gone and rel ax

0011
and don't worry about anything, everything is done and you're
fine. Just if anything is going to go wong, |'ll be in touch
with you.

Q Sir, let me show you what has been marked for
identification as Exhibit 38, and I'Il put this up on the screen
briefly. So -- excuse nme, it's not been admitted in evidence
yet, | beg your pardon, your Honor.

Wul d you take a | ook at that docunment, please, sir?

A Ckay.

Q Do you recogni ze that?

A Yes, | do.

Q What is it and when did you get it?

A This is a docunent that Jan Wallace had faxed nme to

in Korea. This is, this is a docunent that she said that she had
gotten froma board of directors nmeeting and it showed that
everything was on track and everything was fine. And she said
don't worry about everything, the Dumaine |oan is going to go
t hr ough.

Q What were those docunents as you reviewed then?

A It's an agreenent between BVD and Dunai ne
Consul ting.
MR. MURPHY: | offer Exhibit 38 marked for identification

i n evidence, your Honor.
THE COURT: Any objection?
MB. AMBROSI G No, your Honor.

THE COURT: The exhibit's adnmitted.
BY MR. MURPHY:

Q Sir, why was that document significant to you?

A Wll, it was inportant because she said that she
woul d keep me apprised of how everything was going. And it gave
me a confort |evel that she was doing that and everything was

Page 5
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goi ng good.

MR, MURPHY: Nothing further.
THE COURT: Al right, thank you. You may cross exanm ne.
MB. AMBROSI O Yes, thank you, your Honor.

CROSS- EXAM NATI ON
BY Ms. AMBROCSI G
Q Good norning, M. Tarapaski?

A Cood nor ni ng.

Q | wanted to talk to you about sone of the things
that you previously testified about.

A Ckay.

Q You previously said that you did a | ot of
international deals for the sale or -- is it the sale or renta

of heavy equi pnent ?

A Primarily the sale.

Q I's there a ot of paperwork involved in those deal s?

A Not, no. There is primarily an invoice and a bil
of sale.

00013

Q Who handl es that paperwork generally?

A Generally, Charlene Wng does and on ny
i nstructions.

Q Do you ever, do you ever purchase any of your
equipnenk on ﬁb-- through a | oan or through a bank | oan?

Q You purchase the equipnment outright?

A Yes, by wire transfer.

Q Do you ever enter into | oan agreenents with the
client that rents the equipnment fromyou?

I'msorry?

Q Did you ever enter into | oan agreenents with the
clients that rent the equipnment fromyou?

A Yes, | have.

Q And what ki nd of paperwork is generally in those
ki nds that transactions?

A They're pre-written 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 prent on -- through a |oan, either in Las Vegas or, say,
Mal aysia, it's the same contract?

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

Q It's strictly a rental agreenent?

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

00014

Q Does the title change hands on a promi ssory note?

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

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

A No.

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

Kat hl een Seynore?

A No. | lent her about 66,000, not 666,000. She was
my girlfriend and we were sharing a house together.

Q Did you have a promi ssory note?

A | have no idea if | had a promi ssory note. Wen
gave her the noney, we had -- we didn't have anything signed.

Q You didn't have anything signed?

A | don't recall. Later on, later on, after we broke
up, | asked her to acknow edge the 60,000 doll ars.

Q And did she?
A I think so.
Page 6



QOWONOURARWN_LOOONOOIRWN—

[\ I S e e A e e

G G T G G Gy
OCONOOUPRAWN—LOOONOOITRAWN—

N
o

21

NN NN
arwWN

—+0
N —

(000) THOVAS_& WONG Ed_Tar apaski _t esti nony_020508

Q How di d she do that?

A It was just a handwritten, just a one-page
agreenent, acknow edgnent of the noney that | had given her

Q Did you attenpt to execute on that lien?

A Not right away. Wen | nmet Jan, | told her about
that and she said | should give it to Gary Blume and see if he
coul d get that noney back.

Q And did he?

00015

A No. | got information that -- | called her nyself
and | asked her if she would return that noney. And she told ne
she had breast cancer and she was probably not going to Iive, and
| forgave the | oan. They had renoved her breast.

Q What was the reason you went to see Jan Wil |l ace the
first time in February 2003, | believe you testified?

A Yes, that's right, February 2003.

Q What was the purpose?

A | was going to get the hair, some hair renoved from
nmy back.

And at that meeting did you discuss with Mss
Wal | ace that you purchased several pieces of cosmetic spa
equipnenk?

Yes. It was, it was just an electrical pulse
machi ne that soneone had shown nme 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 genera
hel ps the blood circulate better in your body.

Q Did you and M ss Wl lace talk about anything --
where were you going to open the spa?

A | wasn't going to open the spa.
Q You just bought the spa equi pnent?
A Yeah. | was going to take it, | was going to take

one machi ne 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 upinaroom It's not a spa.
So you weren't, so you -- did you discuss with Mss
Wal | ace the possibility of opening a spa in Korea?

A Yes. | told her that these machines | ook pretty
good to me and maybe it nmight be advantageous to her. And she
said, well, we started talking about other business, and that was
one of the things we tal ked about, yes. There was -- we had a

vae-hour conversation that day. W talked about a |ot of
t hi ngs.

Q What 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 --

Q Sir, there is no question pending.

A Ch, I'msorry.

Q That's all right. Did Jan Wallace allow you to stay
in her guest house?

A Yes.
Q When 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 talking
about a lot of dates in February and March, and | think it's
easier if we have the calendar in front of us.

A Ckay.
Q When do you believe you got to Arizona?
00017
A | |ooked on nmy car rental receipt. | got there

February 17t h.
Page 7
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Q When did you look at a car rental receipt?

A | |ooked at it about on this last trip | made to
Brunei, because | wanted to have it clear on nmy mind, in ny mnd
when | got there.

Q Sir, you were asked in your deposition if you
retai ned any records of your travels or your appointments and you
said no. Are you now changing that testinmony, sir?

A | told you that | don't carry themwith me in ny
travels. | believe that's what | said.

Q Vell, I'lIl find that testinmony and we'll read it
back.

A Al right.

Q So you do keep records of your travels and

appoi nt 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 fromdJan Wallace's
house, that | took with me, had those receipts in it and that's
why | -- they were available. They were in that box. And | was

| ooki ng through that box to see if there's any docunents that |
had m ssed.

Q When was that?

00018

This last trip to Brunei.
What date was the last trip to Brunei?
| was there in late -- | was there in Decenber of
this, this year of 2007, just a nonth, a nonth ago.
Sir, do you live in Brunei?
That's where | have ny residency. | travel a |lot.
at | consider to be ny hone yeah.
Do you have a hone there do you own an actual
physi cal dwelling?
| don't own it. | stay in a house
I's that where you pay taxes, sir? |Is Brunei where
axes, sir?
There is no incone tax in Brunei
Do you pay taxes anywhere el se?
No

>0>

320

That's

9]

you pay

A
Q
A .
Q Does Thomas and Wng pay taxes?

A | don't know. There is -- when we conplete a deal,
if it starts or ends in a country, we pay taxes.
When you say "we," do you nean Thomas and Wng?
| mean Thomas and Wbng.
You don't personally pay taxes when you finish and

O>0

start a deal ?
Mysel f, personally?
Yes.
No, | don't.
00019

But the company would, if they did a deal where they
were subject to taxes --
Yes.
-- is that correct?
| believe so. | know of two occasions of that is
when we sold property to do this deal, and that's why | know
about that, that there was property or taxes that we paid when we
sold that property.

Q This property was the property in the Caribbean?

A Yes.

Q So, Thomas and Wbng paid taxes in the Caribbean when
they sold that property?

A Yes.

0 TO>

>0 >
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Q But Thomas 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 prrent. | did that deal.

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

A No, that was a one-time deal. | did it with a
conmpany in Florida.

Q | want to get back to when Mss Wallace invited you
to stay in her guest house. She invited -- |I"'msorry, you said
you canme on February 17th to Arizona?

A Yes.

Q So when do you believe you net Mss Wallace?

00020
A It was very shortly after that, within a day or two.

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

Q Wien did you -- when did she invite you to stay in
her guest house?

A That same day that we had the nmeeting at her office,
at La Vani she.

Q When she invited you to stay in her guest house, did
she give you a tine frame in which you could stay?

A No. She gave ne her tel ephone nunber and | declined
the of fer because | had made a -- Jeff had made a reservation for
ne at a second hotel and | said | would just stay there. | was
okay staying in a hotel. | was fine with that. | didn't really
want to stay at the guest house, to be honest with you. | was
fine in the hotel

Q What changed your m nd?

A | got to the hotel and the reservation was for one
ni ght and they said that they were full the next night and |
woul d have to nove hotels again.

Q When did you contact Mss Wall ace?

A That night after | checked in. | said, | told her,
| said Jan, if it's okay with you, |'Il 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 changi ng hotels every day.

Q At that time, did she give you a tinme franme in which
you could stay in the guest house?

00021
A No.
Q So she didn't nention -- when was your surgery?
A | believe it was the 25th of February.
Q So Mss Wallace did not nention to you, at any tine,

that the guest house was already to be occupied fromthe week of
March 7th, that there were ot her guests com ng?

A Not that | can recall

Q Did you ever nove from M ss Wl | ace' s guest house
into a guest roomin her main hone?

A Yes.
Q When was that?
A | don't know the date, but | did move fromthe guest

house to the main house, vyes.
Q Was it after your surgery?
A | don't renenber
Q Wiy did you nmove fromthe guest house to the guest
roomin the main house?
A | can't recall the reason she asked ne to nove into
the mai n house there.
Q VWhile you were staying at Mss Wallace's, where did
you have your neal s?
A Sormetimes | ate with Jan and sonmetines | ate out.
Did you take Mss Wall ace out to dinner while you
were staying with her?
Page 9
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A Sormetimes | did.
00022

Q Do you have copi es of those receipts of those
di nners?

A No.

Q D d you purchase any groceries while you were
staying with 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 with her?

A No. | don't cook.

Q Ddyou --

A | had groceries in the fridge.

Q Did you clean or offer to have the honme cleaned
whil e you were there?

A | kept that guest house pretty clean.

Q How | ong were you in the guest house?

A Are you tal ki ng about --

Q In the February, March?

A Wien | noved in?

Q Yes.

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

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

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

00023

noved in there. | just don't remenber that.

Q Dd you offer to have the main house cl eaned while

you were there?

A No, | didn't.

Q Did you use Mss Wil lace's vehicles while you were
here?

A Yes.

Q Did you offer to reinburse her for the use of the
vehi cl es?

A No.

Q Did you put gas in thenf

A Yes.

Q D d you have any damage -- did you cause any danmage

to her vehicles while you were using then?

Q Did you borrow her cell phones?

A Not in the beginning. She gave ne a cell phone
after the loan was defaulted on, she gave ne a cell phone. |
don't know if | had one when | got there the first trip, but
eventual |y she had given ne a cell phone, yes.

Did you rei nburse her for the use of the cell phone?

A No, | didn't.

Q M ss Wl | ace just gave you all of these things?
A Yes.
Q When you noved actually fromthe guest house into

00024
t he house, what did you do? Were you just recuperating?
| was recuperating, yes.

Q You were at honme nost of the time?

A Except for these nmeetings that she arranged, yes.

Q And do you know where -- do you know M ss Wl ace
wor ks from her honme?

A She worked from her honme and also fromthe La
Vani she.

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

Page 10
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10 calls while you were staying with her?

11 A | heard some of her phone conversations, yes.

12 Q In sone of these phone conversations, is this how
13 you | earned of John Beardnore and BDV?

14 A Yes.

15 Q What did you learn in those phone conversations?
16 A Just overheard her tal king to someone on the phone.
17 | didn't know who it was at that tine.

18 Q Did you ask to speak to M. Beardnore?

19 A | asked her if -- when she was in obvious distress,
20 | asked if there was something | could do to help.

21 Q Wiy was she in distress?
22 A After she hung up the phone, she appeared to be in
23 distress. | don't know why.
24 Q So while you were |istening to these phone
25 conversations, wasn't it clear that Mss Wallace was involved in
? 00025

1 a public -- let ne rephrase that.

2 While you were listening to these phone

3 conversations, wasn't it clear that Mss Wl lace wasn't raising

4 nmoney for M. Beardnore, but rather entering into a sales

5 transaction with hinf

6 A I'msorry, what?

7 Q When you were |listening to the phone conversati ons,
8 wasn't it clear that Mss Wil |lace was not raising noney for M.

9 Beardnore, but rather entering into a sales transaction with hinf
10 A | didn't know what she was doing with him

11 noti ced her reaction after she hung up the phone, and that's when
12 | asked her if there was something | could do to help.

13 Q The first time you spoke to M. Beardnore, was it by
14 phone?

15 No. It was in the |obby of the Marriott Hotel

16 Q So you never spoke to M. Beardnore in Jan Wil |l ace's
17 horme in her office?

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

19 Q But you could have, you could have spoken to hi m by
20 phone?
21 A | don't recall speaking to him by phone.
22 Q And the | obby, who was at the meeting -- what was
23 the date of the nmeeting in the | obby at the Marriott?
24 A | don't know the exact date of that neeting, but if
25 | was going to estimate, it was before ny surgery, so it was
? 00026

1 sonetime previous to the 25th of February.

2 Q Who was at that nmeeting at the Marriott | obby?

3 A There was nysel f, Jan Wil |l ace, and John Beardnore in
4 t he begi nni ng.

5 Q So you didn't nmeet the first time with John

6 Beardnnrz andhEiIIy Cortegi ano wi thout Mss Wallace present?

7 .

8 Q You did not have the first neeting without her?

9 A No.

10 Q Were you provided any docunments at that first

11 meet i ng?

12 No. The first neeting was -- | told them | was not
13 interested in, | couldn't help them at the first neeting,

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

15 possession of or let me test it. So |l -- there was no basis for
16 a deal

17 Q Did they tell you what -- did M. Beardnore tell you
18 what he needed the noney for?

19 A Yes. | believe he said that he had to -- he owned a
20 bank in M nneapolis and he said he had to -- had a | oan fromthat

Page 11
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bank and he needed to clear it off his -- get that |oan off the
bank' s books so that they could qualify for this |oan coming from
Durmai ne, which would collateralize his bank. That's how I
remenber it.
Q VWas there anything else that they were going to use
00027
this loan for?

A They didn't mention anything el se at that meeting.

Q Did they nention sonmething el se at another neeting?
g I A Yes. At the second neeting they went into nore
etail.

Q When was the second neeting?

A | think it was after nmy surgery, | think a couple of
days after.

Wiy did you have a second neeting with themif you
felt that you couldn't help then?

A Because when Jan picked me up frommy surgery, she
sai d that John had phoned and asked for a second neeting, and
asked ne if | would meet with himand | said okay.

Wio was at the second neeting?

There was John Beardnore, Bill Cortegi ano, and
nysel f.
What was di scussed at that neeting?

John Beardnore explained to me that they could offer
nore collateral if | could consider |oaning them sone noney.

>0 >0

Q What was that collateral ?

A They said it was the collateral that the Lake Bank
was using for their |oan.

Q Did they go into detail as to what that collatera
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 t he Founders
Mezzanine. And he said it was -- he was getting sone -- he had

those stocks and he was getting noney fromthose stocks every
year, but | don't remenber how rmuch it was. There was a car and
a boat.

Q And the bank that M. Beardnore was an owner of, was
t hat Lake Bank?

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

Q That was di sclosed to you at either the first or
second neeting?

A That was di sclosed to me at the second neeting.

Q M ss Wal |l ace was not at that meeting, correct? Was
Jan at that meeting?
A No, she was not at that meeting.

Q Dd they, at that neeting, was it discussed in depth
what the | oan woul d be used for, what the use of the proceeds of
the | oan woul d be?

A They discussed it in nore detail, yes
Q What was that?
A I think there was some mention of sone ATM machi nes
00029
that they were going to set up. | didn't, | couldn't followtoo

nuch of that. Primarily, we were discussing this Lake Bank
collateral, but they did go into nore detail about what they had
pl anned for the bank. | know they said they were going to open
up some ATMs and sone check cashing facilities.

Page 12
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Q Did they tal k about the purchase of anything el se or
what -- other than paying off Lake Bank and getting these ATMs
set up?
A No, that was all.
Q They didn't mention to you they were going to buy a
comrerci al condo?

A Yes, that's right, they did. |'msorry, yes.
Q Now, | want to be clear because we've been talking
about a condo fromyesterday to this norning. | want to be clear

that you and | have both the same understandi ng.
It is that it was a commercial condo in a strip nal
that was to be used as office space; is that your understanding?
The way it was described to nme, that it was a
condomniumin a strategic |location where a |ot of workers had to
pass by after they got off work. And they, they felt that if
t hey opened that a check cashing facility there, that they woul d
get a lot of business fromthese people.
Q But it wasn't a residential housing unit?
A At that time, | understood it to be a condomi ni 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?
No

OrO0>0

Wien you did the deal in the Caribbean for the
bartering of the or swap of the equipment for the property, did
you go and view the property before you did the deal ?

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

Q So it's your customand habit to not revi ew property
before you get involved with a transaction where it's involved?

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

very little nmoney |eft owing on that property because | had
gotten a very good price on that heavy equipnment. And the noney
that was remaining in that property was so small that there was
just no way we could | ose npbney on it.

Q In this deal, did you ever go to Mnnesota and see
t he 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 docunentation on this condo?

A No. At the second neeting, | remenber that
docurmentation was to be subnmitted to Gary Blune and Jan Wl | ace.

Q Had you retained Gary Blunme by the second neeting
with Cortegi ano and Beardnore?

00031
A Well, | certainly felt that | had, yes.
g end you had this nmeeting shortly after your surgery?
es.
Q So that was before March first?
A | 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 know t hat woul d cone
in on a Saturday for 400 bucks, or something |like that.

Q So your first nmeeting with M. Blume was on March
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 neeting with M. Beardnore and M.
Cortegi ano was on either the 26th, 27th, or 28th of February; is
t hat your --

A Yes, that's my underst anding.
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17 Q -- that's your understanding?

18 A Yes.

19 Q At that second meeting with M. Beardnore and M.
20 Cortegiano, did they provide you any docunentation at all?
21 A No, there was no documentation at all. | can't
22 remenber the exact date of that meeting, that second nmeeting. |
23 don't keep notes, |'msorry. | don't know, but | believe it was
24 after my surgery, yes.
25 Q kay. |'m-- just bear with nme, I'mjust trying to
? 00032

1 understand the facts here. You told me that at that second

2 meeting, you told M. Beardmore and M. Cortegiano to forward the
3 documents to M. Blume, but you don't neet with M. Blunme unti

4 March first; is that correct?

5 A No, | didn't say anything about documents at that --
6 are you tal king about the nmeeting at Houston's restaurant?

7 Q No. I'mtalking -- is that where the second neeting
8 t ook pl ace?

9 I'msorry, who is the meeting with?

10 Q Your second neeting with M. Cortegiano and M.

11 Beardnore, where did that take place?

12 A | had a second neeting with John Beardnore and the
13 first meeting with Bill Cortegiano. That's the first time | had
14 met him

15 Q Where was t hat nmeeting?

16 A At Houston's restaurant.

17 Q Did they provide you any docunments then?

18 A No, none.

19 Q At that neeting, did you tell themto send the
20 docunents to Jan Wall ace and Gary Bl ume?
21 A No, | didn't. We didn't talk about documents at
22 that neeting. | said | would go and di scuss what they had told
23 me with Jan.
24 D d you go back and discuss what they had told you
25 with Jan?
? 00033

1 A Yes.

2 Q Did you cone back fromthat nmeeting and tell Jan

3 that you needed a | awyer to docunent the deal ?

4 A No.

5 Q So why did you --

6 A | didn't know if there was going to be a deal at

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

8 Q So did you discuss in detail the terms of the |oan
9 with M. Cortegiano and M. Beardnore at Houston's?

10 A No. | said | would discuss what they had told ne
11 with Jan, to see if there was a way to go forward with this |oan
12 Q Why did you go and see M. Blume on March first?

13 A Because Jan and | had discussed it in detail that
14 evening and also | think the followi ng day. And we had deci ded
15 that, that possibly it was worthwhile to go forward.

16 Q So what did you need M. Blunme for?

17 A M. Blume was -- he's an attorney and we needed to
18 get himto docurment what we were doing, the |egal work.

19 You, so you felt that you needed a | awyer to
20 docurent the deal ?

21 A Jan felt we needed a | awyer to document the deal,

22 and | agreed with her because it's not sonething | could do.
23 Q So did you, so did you ask Mss Wallace for an
24 attorney?
25 A The -- she said she had an attorney, and asked ne
? 00034

1 if, if she -- if | wanted her to call himand | said okay.
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2 Q | believe yesterday you said though that you didn't
3 have an attorney and you asked her to provide one for you?

4 A | don't recall what | answered yesterday. | know
5 that we ended up calling Gary Bl une.

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

7 previously nmarked. This is Exhibit 1.

8 A Ckay.

9 Q Did you provide this docunent to Gary Blune on the
10 first nmeeting, in March, March first, that Saturday, 2003?

11 A | didn't provide Gary Blunme with any docunments. |
12 didn't have any documents.

13 Q Have you -- strike that. What about this docurent,
14 whi ch has been previously marked Exhibit 7, did you provide this
15 docurment to M. Bl ume?

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

17 Q VWs M. Beardnore at that first neeting in March
18 1st, 20037

19 A Are you tal king about in Gary Blunme's office?
20 Q Yes, in Gary Blume's office.
21 A No. John Beardnore was not at the first meeting.
22 Q Did you speak to M. Beardnore by phone at that
23 meet i ng?
24 A | don't recall speaking to M. Beardnmore by phone
25 fromthat neeting. | recall that Jan phoned M. Bﬁgéggnre on the
? 5

1 way home after the meeting, but | don't know if anyone called him
2 fromthe neeting. | don't recall

3 Q Vere there any docunents at all at that neeting,

4 that first meeting of March 1st?

5 A Yes, there was.

6 Q Whi ch docurments were there?

7 A There was the checklist that Jan and | had worked on
8 and there was an opinion letter fromthis DeConcini |aw firm

9 Q Wuld this be this opinion letter previously narked
10 as Exhibit 7, sir? Wuld that be that letter?

11 A | believe so.

12 Q Do you know how that -- where -- how did that letter
13 get to this meeting, sir?

14 A Jan took this letter to that neeting.

15 Q So Jan Wl lace took this letter to that nmeeting?

16 A | think so.

17 Q What other documents were there?

18 A The checkl i st.

19 Q And anything other than this letter and the
20 checkl i st?
21 A | don't recall any other docunents at that neeting.
22 Q Is it possible that Exhibit 1 might have been there,
23 t he saf ekeepi ng receipt?
24 A | don't know. It could have been.
25 Q Have you ever read the safe -- did you read the
? 00036

1 safe -- have you ever read the safekeeping receipt?

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

3 first neeting.

4 Did you read it before you did the transaction?

5 A Before | did --

6 Q The transacti on, before you made the | oan?

7 A | think | read it before.

8 Q Did you understand it?

9 A No, not really. It's not something | normally dea
10 in. |'ve seen the docunent, |'ve seen it before, but | don't

11 know t he exact date of the first time | sawit.

12 Q What about what's been previously marked as Exhibit
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7, what is being referred to as the DeConcini opinion letter?

A Uh- huh

Q Did you read that at that neeting?

A No, | didn't.

Q Have you ever read this docunent?

A | read it after, but it was quite a long tinme after.
| did not read it before the transaction, no.

Q So wasn't the opinion letter one of the items on the
checkl i st?

A Yes.

Q So the fact that it was provided was enough for you,
you didnAt feel you needed to read it?

| couldn't read the thing inits entirety. 1t was
00037

really thick, and | couldn't read the docurment at that time. M
eyes were --

Q Sir, you had a m nor procedure, did you not?

A | did not have a minor procedure. | was
unconscious. | was given anesthesia and | was unconscious for
t hat whol e 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 with M. Bl une?

A Yeah.

VWhi ch was at | east four days after your surgery.
The anesthesia had worn off, had it not?
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
dol l ars?

A No, | had not. And yes, the anesthesia had worn
of f, but | was still taking medication for pain. | have a
docurment that when | had ny surgery, it says right on it, pain
medi cati on.

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

00038
mllion dollars, which | understand the first part was 800, 000,
was that your noney?

A It's Thomas and Wbng's noney.

Q So you had these neetings where you di scussed a
potential |oan of 800,000 dollars of your conpany's noney?

A Yes.
Q While you were on pain killers and not in the best
th or $¢ the top of your game, so to speak?
es.
Q D d your superiors know that?
A There was no reason to tell themthat.
Q But is it --
A
Q
A
Q

9]

of hea

| wasn't doing the transaction at that meeting.
When did you finish taking the pain killers?
| don't know.
Was it before you left Arizona?
Ch, yeah. No, | only took themfor a day or two
after | got finished with the surgery. That's how | renmenber it.
I, I wasn't taking pain nedication at -- by the time | had gotten
to Gary Blume's office.

So, if you weren't on pain nedication by the tine
you had gotten to Gary Blume's office, why didn't you read this
docurent ?

>
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A Because nmy eyes were, were stitched. | had nmy eyes
stitched and bandages on. And the opinion |letter was expl ai ned
00039
tome as well, so | didn't read it.

Q Are you always in the habit of pledging nonies that
aren't yours on the say so of other people?
No. And no, | amnot in the habit of pledgi ng nmoney
that isn't mine on the say so of other people, no, |'mnot.

Q So why 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

t he checklist?
A No, | didn't rely on the letter.
Q You didn't rely --

A It was on the checklist, but | did not rely on this
letter solely to do this transaction.

Q But it was one of the itens --

A It was.

Q -- that you relied on?

A It was one of the itenms Jan Wl | 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 fromWirk to BDV

Q I's Mss Wil lace 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 letter?

A Yes. To ne, this opinion letter wasn't something
that | would base the whole deal on any way. |t was one of the

t hi ngs.
What 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 with
Dumai ne. There was the saf ekeeping receipt, there was view ng
the gold, there was havi ng Wark sign the docunent.

I want to go back, viewing the gold was on the
checkl i st?

A Yeah.

Q Why wasn't view ng the condo in Mnnesota on the
checkl i st?

A | don't know. | guess we didn't think of it. At
least | didn't.

Q Did Gary Bl ume refuse to review these docunents that
day, March 1st?

A Not that | recall

Q So M. Blunme took the tinme and read this document ?
» A | don't know if he read that docunent. | have no
i dea.

Q Wiile you were in the office, did he read this

00041

documnent ?

A | don't recall.

Q So you don't know if M. Blunme read that docunent?

A I don't know. Jan Wallace |eft that docunment there

and | don't know what he did with it.
Q VWasn't it true that you had the ternms of the dea
wor ked out with John before you nmet with Gary on March 1st?
A No. We had nothing worked out with John.
Page 17



(000) THOVAS_& WONG Ed_Tar apaski _t esti nony_020508

9 Q What did you discuss, other than the collateral and
10 t hese documents, on March 1st?

11 A The -- Gary asked me if | had authority to enter

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

13 something in witing and | said yes. And then the checklist was
14 gone through. The checklist was the focal point of the neeting.
15 And Jan and Gary were di scussing that checklist and | was

16 present.

17 Q Was - -

18 A The three of us were discussing that checklist.

19 Q Was the discussion of the trust account held, of
g? openi ng 2 trust account had at that neeting?
22 Q Do you know when you opened the trust account with
23 Cane O Neill?
24 A The trust account was discussed after we left Gary's
25 office. Jan said, well, | think you need to open up a trust
? 00042

1 account and we can put, we can put the noney in there until al

2 t he docunments are conpl et ed.

3 Q Have you seen this docunment before, this is Exhibit
4 12. It's dated March 13th, 20037

5 A | don't, | don't recall seeing this docunent.

6 Q Do you know what this document is?

7 A It"s wiring instructions for Lake Bank.

8 Q So on March 3rd, Lake Bank sent a -- | guess it's a
9 fax to Susan, who | believe has been shown on other docunents to
10 be in Cane ONeill's office, for wiring instructions for Lake

11 Bank. So, is March 3rd the date that the trust account was

12 opened?

13 | don't know the exact date when the trust account
14 was opened. Jan opened the trust account.

15 Q Isn"t it true that Jan opened the trust account

16 because you didn't want your name on the trust account or Thonas
17 and Wng's nane?

18 A No, that isn't true. That trust account was opened
19 in the name of Thomas and Wng.
20 So why did it have Jan's name on it?
21 A | don't knowthat it -- if it did, it shouldn't have
22 had.
23 Q So you opened the trust account in Thomas and Wng's
24 name?
25 A Jan opened the trust account in our nane.
? 00043

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

3 A No, | have no ownership.

4 Q You tend to do that, you refer to themas we, ours,
5 us.

6 A Yes.

7 Q But there is no ownership?

8 A No owner shi p.

9 Q When did you transfer -- let ne go back. Wy did
10 you transfer $800,000 into the trust account?

11 A There was sonme urgency to. Beardnore had said that
12 t here was some urgency to buy the condom nium and Jan suggested
13 that we transfer that, in a show of good faith, that, that we

14 were going to try and do the deal, and so she, she said that a
15 trust account would be appropriate to do it.

16 Q Wio i s Thomas and Wng's bank?

17 A HSBC

18 Q Are they a national bank?

19 A Yes.

Page 18
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Q Are they an international bank?
A Yes.
Q Was a di scussion of a letter of credit being put in
pl ace 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 with M. Beardnore in place?

A When | transferred the noney where?

Q Into the trust account.

A No, there was no deal in place.

Q So why did you transfer the nmoney rather than
opening a letter of credit? You were with an international
rated, A rated bank?

A The nmoney was transferred there, being held in
escrow until we decided what vehicle we were going to use to do
this thing, if we were going to do it.

Q You do understand that Cane O Neill is a law firnf

A Yes.

Q You do understand that the interest on trust account
did not go back to Thomas and Wng?

| didn't know there was interest on the trust

Q The 800 -- yesterday you testified that the 800, 000
was going to be used to expand your business, the business,
Thomas and Wng, into Korea?

A What 800, 0007?

Q The 800, 000 that you transferred into Cane O Neill ?

account .

A | don't know what you're talking about. That noney
00045
in the Cane O Neill trust account had nothing to do with it at
all. 1 don't know where you have that connection.

Q Ckay, let's walk through this. This is plaintiff's
Exhibit 14. 1t's dated March 5th, 2003. Do you see that?

A Yes.

Q It's a wire transfer confirmation do you see that?

A Yeah.

Q It's fromCane ONeill. It's on account of Cane
O Neill Taylor?

A Yeah.

Q And it shows HSBC Brunei USD cl earing account, and
it's just under 550,0007?

A Yes.
Q Vs this the money you transferred from Thomas and
wong's account to Cane O Neill's trust account?

Yes. At the second neeting | told John Beardnore
that, that we didn't have 1.5 nmillion avail able, but we had
800, 000. | knew we had 800, 000 avail abl e.

Q Where did that 800,000 come fron?

A Thomas and Wng.

Q That was the profit you nmade on the sale of the
property in the Caribbean?

A That is, that noney is nmoney that Thomas and Wng
had.
Q It wasn't necessarily fromthat transaction?
00046
A Vll, I"'msure part of it was, but | don't know if
that's where it all came from | don't know that. That's noney
t hat was generated, probably mainly by nyself. | generated a |ot

of money for Thomas and Wng over the seven years and | had a | ot
Page 19
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of trust with them

Q Do you not have trust with themany 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 ne.

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. |'ve explained to them what
happened and, you know, sure, this, this has really been a
hardshi p 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 fromthen?

A Yes.

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

was this to be used for?
Thi s 500, 0007
00047

Uh- huh, this 550,000, |'msorry.
Part of it was going to go to pay for the
condom ni um and the remai nder would have went to Lake Bank to pay
for that |oan that John Beardnore had w th Lake Bank.

Q And did you -- and you had, you had permi ssion from
Thomas and Wng to make this wire transfer?

A Yes. | called themand | asked themto transfer the
noney. They certainly knew about the wire transfer because they
sent it.

>0 >

Q And there was a second wire transfer; is that
correct?

A Yes.

Q ['Il get that in a nmoment. This is marked as
Exhibit 22, it's dated March 7, 2003. Again, this is another
wire confirmation?

A Yes.

Q It's to -- it's into Cane O Neill's account again
from HSBC Brunei USD cl earing account. Was this again from
Thomas and Wng's account into Cane O Neill?

A | believe so, yes.

Q The amobunt was originally 250, it |ooks |ike
250,000. It looks like $20 was taken off for wire fees, | guess?

A Ckay.

Q So these are the two, these are the two wire
transfers that we are talking about that you nmade to Cane

00048
ONeill?
A Yes.
Q They equal 800, 0007
A | believe so.
Q Prior to this deal coning along, what were these

funds to be used for?

| have no idea. They weren't going to be -- that
nmoney was in the bank and there was no specific use for it at
that time, that | knewof. | don't know.

Q Wien you transferred this noney that we've been
tal ki ng about, this 800,000, how long did you i ntend on keeping
this noney out of the Thomms and Wng account ?

A About 60 days. It should have been repaid i n about
60 days.

Q When you transferred this noney, you did not yet
Page 20
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have a deal ?

A No, we did not have a deal.

Q So how long did you -- how long did you intend to
keep this money out of the account until you made the deal, 10
days, 15 days?

A I'msorry, what?

Q Ckay. Actually, strike that question.

Wien was the next meeting that you had with

M. Blunme?

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

00049

not sure of the exact date, but it was within days of the first
one.
Does March 6 sound correct?
It could be correct, yes.
Isn't it true that you requested that M ss Wl |l ace
becore a menber of the board of directors of BDV?
M ss Wl | ace suggested --
It's a yes or no question, sir.
M ss Wal | ace suggested that, that's my answer.
M ss Wal | ace suggested that?
Yes.
Do you know that Mss Wil lace -- do you know how
IonghM gs VWl | ace had been dealing with M. Beardnore before you
met her”

O>0

[op Joh - JoPh

A No.

Q Was safe to say a couple of nonths before?

A | didn't know.

Q You didn't know that Mss Wallace had been dealing

with M. Beardnore before you nmet her?

A No, | did not know.

Q Sir, you testified that you were |iving in her
house, listening to her phone conversations. Wasn't it clear
fromthe phone conversation she had not just net M. Beardnore?

A No, it was not clear. |, | wasn't sitting there
listening to -- if they knew each other before a negééng or not.

5
| saw her in distress. | asked her if | could help.

Q Wien M ss Wal | ace becane a nenber of the board of
directors of BDV Investnments, Inc., before she did that, did you
and she have a conversation about this?

A Yes.

Q Did she tell you, at that conversation, that once
she becane a menber of the board of directors of BDV, her first
duty would be to the conmpany?

A No. She told me that, that big advantage of that to
me woul d be that she could keep the deal on track and tell me if
anything was going to go wong with it.

Q Wiy woul d she care what the advantage to you was?

A Because we had di scussed that, we had an agreenent,
that she told me to trust her

Q What kind of agreement did you have with her? Was
it awitten agreenment?

A No.

Q Was it an oral agreenent?

A Yes.

Q What were the duties of this agreement?

A She said that she --

Q VWait. What were the -- what were your duties under
this agreement with Mss Vall ace?

A My duties?

Q What were your duties?
00051
Page 21
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If the deal went forward, ny duty was to provide the
noney.

o >

Was that a duty to Mss Wallace that you were to
provi de the noney?
| don't know what you're asking ne.
It's a sinple question.
Ckay, tell ne.
What were your duties to Mss Wallace under this
supposed oral agreement between you and Mss Wl | ace?
| had no duties to Mss Wallace. M end of the dea
was to provide the noney.

Q But you didn't provide it to Mss Wallace, you
provided it to BDV Investments?

[op ok

>

A Yes.

Q You had a promissory note with thenf

A Yes.

Q VWhat were M ss Wallace's duties under this
agreenent ?

Her duties were outlined on the checklist.

Q So those were her only duties, those ones outlined
on the checklist?

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 nade on the checklist.

00052

Q Do you know what, do you know what an agent is?
A What kind of agent?

Q Any kind of agent.

A | think so.

g Vell, can you tell me?

An agent is soneone that, that acts on behal f of
another or assists in that capacity.
Q So under that terminology, under that definition,
you woul d be an agent of Thomas and Wng's; is that correct?
A Yes, that's right.

Q So you owe -- do you know what the duties are that
you owe to Thomas and Wng as being an agent?

A | knew themvery well. | worked for themfor seven
years and | fulfilled ny 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 Wng that when you
originally started that you -- when originally had the first two

nmeetings regarding this deal, that you were on pain killers and
not 100 percent at the top of your game?

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

Q Sir, you just testified that the two meetings that

00053

you had with M. Beardnore, and the second one that you had with
M. Beardnore, and the first tine you met M. Cortegi ano, was
after your surgery and you had -- and you were on pain killers?

A | was on pain killers when | left the hospital and
maybe for a day.

Maybe for a day?
A Yeah. At |east a day, vyes.

Q So --
A It could have been |onger than that, but not nuch.
Q Vell, some time within the two or three days after

your surgery is when you had the neeting with M. Cortegi ano and
Page 22
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M. Beardmore?

A Yes.

Q So you coul d have been on pain killers at that
meeti ng?

A At that meeting?

Q Yes.

A It's possible.

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

00054

agreement with Mss Wl ace.

A Al right.

Q Dd you ever say to Mss Willace, Jan, you're ny
agent ?

A In those exact words?

Q Yes.

A Ve --

Q

It's a yes or no question, sir. Did you ever say to
Jan, Jan you're nmy 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 termn nol ogy
was used, if | said agent or not. | don't know.

Q Do you know what a fiduciary 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 when you, when you rely on
anot her person to conduct certain things on your behalf.

Q Is that it?

A Yes, that's my definition.

Q So do you owe 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 million in 60 days?

A No.

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

A No. | feel | took very reasonable steps to and
responsible steps to -- are you ill -- to safeguard the noney,
and that we were horribly betrayed. That's what | think.

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

A Yes, now | am

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

Thomas and Wng?

A For a while | told themthat | would forego ny
salary. And then, at the deposition, | -- the |lawer tells ne
that | would have to deduct that off the anount of the judgment.
That was unbel i evabl e.

So | went and told Thomas and Wong that, and we
imedi ately reinstated ny salary with the back pay because that
absolutely insulted me, that | should pay noney to the people who

Page 23
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had, who had betrayed us. It's ridiculous.

Q Veéll, what |awer told you that?
A M. Nbskow tz.
00056

Q That wasn't your |awer?

A No.

Q He told you that nmoney woul d have to be deducted off
t he judgment ?

A Sormething to that effect, yes. | believe that it
was something to that effect. It really insulted nme.

THE COURT: Perhaps this is a good point in which to take
our norning recess.

M5. AMBROSI O Ckay, thank you.

THE COURT: We'Il stand in recess for 15 m nutes.
Pl ease renmenber the adnmonition. Don't discuss the case with
anyone, don't pernit anyone to discuss the case with you, please
keep an open m nd.

( Recess)

THE COURT: The record will show the presence of counsel,

the parties, nenbers of the jury.
You mmy proceed.
MB. AMBROSI O Thank you, your Honor.

Q M. Tarapaski, | want to clean-up a couple of quick
points, very quickly, very, very quickly.
A Al right.

Q You arrived February 17, 2003. You neet Mss
Wal | ace the 21st or 22nd, and sonetime around that tinme you nove
into her home; is this correct?

A Yes.

00057

Q On the 25th you have surgery around your eyes; is
that correct?

A Yes.

Q On the 26th or 27th or 27th or 28th you have a
meeting with M. Beardmore and M. Cortegiano?

A Yes, | believe that's right.

Q Your first nmeeting with M. Beardnore, was that the
24t h, the day before your surgery?

A I'mnot sure of the exact date. |t was before ny
surgery.

Q It was before your surgery?

A | believe so. Again, | don't take notes. | can't
be specific as to exact days.

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

A Ckay.

Q March 1st is a Saturday. You have a nmeeting with
Gary Blume and Jan Wllace at Gary's office?

A Yes, that's right.

Q You don't bring any documents to that neeting?

A No.

Q But you said Jan Wallace did?

A Yes.

Q How - - do you know where she got those docunents?

A W had generated the checklist, between her and I.

00058

And as far as where she got the opinion letter was, | don't know.

Q You don't know where she received those docunents?

A I know where the checklist cane from | don't
know - -

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

wast e anyone's tinme. Let me be very clear.
So you don't know where the other documents cane
Page 24
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front

A Wi ch ot her docunents?

Q The ot her docunents, other than the checklist, that
were at that meeting?

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

that meeting. | only renenber the opinion letter and the
checklist fromthat meeting.
Q But there may have been other docunents?

A | don't know.

Q You don't recall?

A | don't recall, yes, ma'am

Q On March 3rd you open up a trust account at Cane
Cl ark, Mnday, March 3rd, 2003?

A | believe that's probably right, yeah.

Q And then we've | ooked at the two wire 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. Beardnore?

A That's correct.

Q On March 1st, did you have Gary begin drafting the
prom ssory notes?

A | didn't have hi mdoing anything at that point in
time. And at that point intime, there was -- he said he would
have to speak to soneone from BDV, and another neeting was
arranged. There was nothing drafted and nothing agreed to at
that first meeting.

Q When is the next meeting you had with M. Blume?

A A few days later, within that week, and | believe it
was the 6th.
Q So before anything is drafted and before you have a

deal, you do transfer noney, you transfer 500,000 on March 5t h;
is that correct?

Yes, correct.

Who is -- the neeting on March 6 takes place at Gary
Blume's; is that right?

o>

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

Q Who is at that meeting?

A There was nyself, Jan Wl lace, John Beardnore and
Gary Bl une.

Q What happened at that neeting?

A Jan i ntroduced John Beardnore to Gary Blume. Gary

00060
and John had had sonme general questions regarding what his
position was with 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 what was that -- let me go back

A Before we started discussing that, Jan gave CGary and

John an overview of the whole thing, of what we were trying to
acconplish. She was explai ning what we were trying to
acconpl i sh.

Q Why weren't you expl ai ning what you were trying to
acconpl i sh?

A Jan was the spokesperson. She always had the | ead
inthis thing. Everything went through her.
But Jan's not an enployee of Thomas and Wng?
No.
Q You're the enployee of Thomas and Wng?
A That's right.
Q Aren't you ultimately responsible for this noney?

Page 25
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A Yes.
Q So why didn't you take the lead at this neeting?
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 ne, this is
what | do for a l|iving.

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

00061

in the clerical nature?

A | don't know how you woul d 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?

A No, she did not.

Q So was she an agent?

A | considered her to be, yes.

Q You consi dered her an agent, although she did not --

A It was clearly understood that she was.

Q It was clearly understood by who?

A Me and Jan, because we had that discussion when we
started doing that checklist. That was clear, there is no chance
of confusing that.

Q But she had no authority to bind?

A ['msorry?

Q She had no authority to bind Thomas and Wbng; is
that correct?

Bi nd?
KES, to bind themto the transaction.

To any part of the deal ?

No, no, that's true.

Thi s checklist, on March 6, you went through the
checkl i st and were itens checked off that they had been received
00062

[opJdop Jeoh4

or handl ed?

>

| don't know if they were checked off. W -- the
checkl i st was gone through.
And

Q - -

A Di scussed in detail, yes.

Q So were the itens on the checklist conpleted?

A Not at that point in tine.

Q Vere some of them conpl eted?

A No.

Q But you go ahead and you draft the promi ssory notes
that day; is that correct?

A | don't know when that prom ssory note -- what day
that prom ssory note was drafted. |t was decided on that day
that this would be secured by a pronissory note. | don't know
when it was drafted. | could tell you when it was signed.

Q No, well, okay, when was it signed?
A The 8th of March, a Saturday.
Q Ckay. Let's go back to exhibit -- this is Exhibit

21. I'mgoing to show you the first page. It's the promnissory
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 O a portion thereof. | had always made it clear

that | wasn't sure if we could raise the whole 1.5 mllion. And
it was understood that if | couldn't, that the terns woul dn't
00063
change.
Q Did you raise the 1.5 nmillion
A In the end, yes.
Page 26
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Q So that's not really an issue whether you, whether
s a portion or not. The total anpunt |oaned was 1.5 nmillion;
that correct?

A Yes. Yes, ma'am

Q All right. Now, I'massuming -- the two dates that
| see on this docunment are March 6, 20037

A Yes.

Q Do you see that up on the top?

A Yes, | do.

Q Then the second date, when you get to the signature
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 -- |'msorry -- it was acknow edged before me this
8th day of March 2003, and then it's Lindsey Wol signature, the
notary; is that correct?

A Yes, | believe so.
Q I's that the date this document was signed?
A Yes.
Q Are you certain of that?
A Yes.
00064
Q Is it maybe just the notary's date is March 8th?
A No. That was the date because when we picked up the

docurment, we went to Jan Wll ace's bank.

Let's go back --

It was closed because it was a Saturday.

Thi s docunent was drafted on March 6th in Gary
Blume's office, with you and John Beardnore and Jan VMl | ace; is
t hat correct?

ohJok

A That's right. |'msorry, did you ask me if the
document was drafted then?

Q Yes.

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

that the instrument that they would use for this was a promni ssory
note, but at that tinme it was not drafted yet.

Q Wiat was the termof this note. It was -- the
repaxnent termof this note when were you to be repaid on this
not e”?

A May 6t h.

Q May 6, 20037

A | believe so.

Q It was a 60-day note?

A Yeah, | guess it was, yeah.

Q Sir, have you ever read this pronissory note?

A | have.

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

00065
this prom ssory note?

Wien we picked it up, | read it.

When was that?

VW went through it, that was on March 8th, at
about -- before, shortly before noon.

Wien you say you went through it, what does that

>0 >

[9)

mean?

A Wien Gary Blume came out with that promi ssory note,
he told us to go over it and make sure there was no --
everybody's nane was spelled right and just look at it in genera
and that's about it.

Q Did you substantively read it? Did you read it for
substance or just for fornf

A VWll, | think we read it for both substance and

Page 27



(000) THOVAS_& WONG Ed_Tar apaski _t esti nony_020508

15 form
16 Q So you understood what this docunent was?
17 A | thought | did. | thought that | understood the
18 docunent .
19 Q What's your understanding of this docunent?
20 A In what way?
21 Q Wl |, you said you thought you understood this
22 docurment when you read it. What was that understanding?
23 A VWll, | think | understood it. What nore can | tel
24 you?
25 Q Do you know what the rate of interest was that
? 00066
1 Thomas and Wng was to make on their |oan?
2 A Yes, it was 25 percent.
3 Q Vere there substantial penalties if the | oan was not
4 repai d?
5 A Yes.
6 Q And why were there substantial penalties, do you
7 know?
8 A Yes. Jan and | had discussed that and we decided to
9 put that in there so that it would induce themto pay the note on
10 time.
11 Q Isn't it true that while you were in M. Blune's
12 office, you actually | ooked up the usury |laws and found there
13 wasn't one in the State of Arizona, therefore had these | arge
14 penal ti es added into the docunent?
15 A | know not hi ng about that.
16 Q You don't know anyt hing about that?
17 A No, | don't recall that at all.
18 Q So, you relied on Mss VWallace to add these fees in
19 for you?
20 A ['msorry?
21 Q Did you rely on Ms. Wallace to add these fees in or
22 was it your idea, these late fees?
23 A The | ate fees were discussed by nyself and Jan
24 Q Wth M. Bl une present?
25 A The first time we discussed it, he wasn't present.
? 00067
1 The second tinme we discussed it he was present. The second tinme
2 was in his office on the 6th of March. Yes, he was present then.
3 Q So this loan was for 1.5 nmillion and to be repaid
4 within 60 days at the rate of 25 percent interest; is that
5 correct?
6 A Yes.
7 Q In one paid install ment?
8 A Yes.
9 Q And the date it was due?
10 A May 6, 2003.
11 Q You go on May 8th to pick up this document from M.
12 Bl ume's office?
13 A Yes.
14 Q Why is this docurment dated May 6t h?
15 A | don't know. | didn't draft it.
16 Q But he gives it to you to review for form and
17 substance? Yes?
18 A Yes.
19 Q You know it's not May 6th, it's May 8th -- |'m
20 sorry, it's not March 6th, it's March 8th. |Isn't he asking you
21 to make corrections to the document?
22 A He is not speaking to nme specifically. He's
23 speaking to the group of us.
24 Q Ckay. Well, but your part of the group?
25 A Yes, | am

Page 28
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00068

Q So you're in a --

A | did not pick up on that.

Q So you keep the date of this docurment, March 6th
with a repaynment date of May 5th?

A Repaynent date of ?

Q May 6t h?

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

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

A What ?

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

You have this dated May 6th, but you don't close
your deal with them with BDV, until May 8th; is that your
testinony?

A That is ny testinony.

Q But you're given an opportunity to revise this
docunent ?
Yes.
And BDV, a representative of BDVis in the room is
ect, M. Beardnpre?
W were all given an opportunity to revise that

t hat cor

>0

docunent, vyes.
But the repaynment date is May 6th?
That's right.
What el se happens at the March 6th meeting?
00069

The condomi niumis discussed.
What's di scussed about the condoni ni unf
Gary asked John where it was |ocated, what the
address was, if it would -- if the amount that we were paying
woul d be clear title, if there was any noney owing on it.

Q What did he answer to that question, M. Beardnore?
VWhat was his answer to that question?

A Whi ch one?

Q Whet her there was any noney owi ng on the condo?

>0r OXO"

A He said the condom nium would be clear title and |
think that there was supposed to be some proof of that sent to
Gary Bl une.

Q Dd M. Beardnore ask for 275,000 at that meeting to
be sent for the condo?
No.
He never asked for 275,000 to be sent for the

o>

condomni ni unf

A You rmean 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 prom ssory note dated March
6, 20037

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 V& 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

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

opportunity to correct this?

Yes, | had one.

Is it the reason it was not corrected is because it
Page 29
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was actual ly created on March 6t h?
A | don't know when it was created. |'ve told you
that three times now.
Q At the March 6 nmeeting, 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 When did he ask for that to be rel eased?
A VWen we picked up the promnissory note.
Q When you picked up the pronissory note?
A Yes.
Q Did you rel ease the 275,000 dollars?
A Absol utely not, no.
Q Why not ?
00071
A Jan and | had discussed it that day, that night, and

al so 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 met with
Jan Wl |l ace, John Beardnore, and Gary Blunme, in his office, these
proni ssory notes were drafted, the discussion of the 275 was had,
and the reason this docunment wasn't signed until the Saturday is
because M. Cortegiano was not present; is that correct?

No. Well, the way the neeting ended was Gary Bl une

said that the best way to docunent this transaction was a
promi ssory note and that he would draft it. And we went hone.

Q And you went hone?

A Yes.

Q On March 6, there is 550,000 dollars, there about,
in the Cane O Neill trust account for Thomas and Wng; is that

correct ?

A On March 6t h?

Q On March 6th.

A | authorized the noney to be transferred on March
5th so it could have been there, yes.

Q On March 6th, when 275,000 is asked to be rel eased,

this is the meno that's prepared. Did you ever see this nmenp?
Wul d you ask ne that again?

Ckay. Exhibit 19 is a neno dated March 6, 20083.
There is 550,000 dollars in the trust account.

oxr

00072

A Yes, that's right.

Q And 275,000 is being transferred?

A No, it is not being transferred. Wat are you
tal ki ng about ?

Wiy is it not being transfered. Here' s what the
menmo is for?

A | hadn't seen that menmo until Sunday, until the day
| cane, before | came to trial. | got to tell you, yesterday |
had a difficult time because | was pretty shook up by what | saw

Q Sir, are you telling me that you don't know anything
about this 275,000 dollars before the Sunday before this tria
began?

A That's exactly what I'mtelling you

Q Sir, this is Exhibit 100. It's a conplaint filed on
behal f of Thomas and Wng Contractors, your enployer, against
Audrey Wark 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 lawsuit, sir?

A Yes, | do.

Q I's this one in a series of |awsuits that you
authorized M. Blune to file for you?

00073

A Yes.

Q Co ahead to Page 3 of this docunent. See where it
says factual allegations?

A | do.

Q Do you see 10. 47

A Yes, | do.

Q Can you read that to me, sir?

A The [ oan funds were to be used to provide for the

paynment to purchase a certain real property interest described as
660 North Second Street, M nneapolis, Mnnesota, and purchase the
position of the Lake Bank N.A. of Two Harbors, M nnesota.

Q Is it still your testinony that you didn't know
about the 275 until the Sunday before this trial began?

A What are you asking me in relation to the 2757

Q You -- the staterment you just made, sir, is that you

didn't know that the 275 had been transferred for the condo at
660 North Second Street?

THE COURT: Just a minute. One at atime. Don't talk
over each other. The court reporter can't take it down.

M. AMBROSI G Sorry, your Honor.

THE COURT: All right. GCo ahead.

THE WTNESS: The statenent | nade is that before
yesterday, | did not know that Jan Wl |l ace had rel eased 275, 000
dollars fromthat trust account without ne know ng about it. Are
you cl ear now?

BY M5. AMBROSI O

Q Sir, on March 6th, where were you living, 20037

A At Jan Wl ace's.

Q You did not know that Jan Wallace was transferring
275,000 dollars?

00074

A | had no idea.
Q Did you ever --
A There is no way that that --
Q Strike that. Sir, there is no question pending?
A The trust account was in nmy name.
head THE COURT: Sir, wait until you re asked a question. GCo
ahead.
MB. AMBROSI G Thank you, your Honor.
Q This is, this has been marked as Exhibit 18. Do you
know what this docunment is?
A Yes, | do.
Q What is this document?
A It says it's a prom ssory note.
Q Did you review this docunent on March 6, 20037
A No.
Q You never saw this document on March 6, 2003?
A Absol utely not, no.
Q I's this docunent for 275,000 dollars?
A It appears to be.
Q At the rate of 25 percent interest?
00075
A That's what it says.
Q Is it also within 60 days?
A | don't know. |t appears that way, yeah.
Q It is to conplete the transfer of real property at

660 North Second Street, M nneapolis, Mnnesota?
A | don't know what the purpose of this prom ssory
Page 31
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7 note was because | was not involved with this promissory note. |
8 was not invol ved.
9 Q Did you see M. Beardnore sign any docurments on
10 March 6, 20037
11 A No.
12 Q You didn't see himsign any docunents?
13 A No, | didn't.
14 Q Do you know i f there was a di scussion about L
15 Trust, LLC?
16 A | don't recall that.
17 Q Do you know what L. Trust, LLC is?
18 A | do now. | did not know on March 6th
19 Q I's that because it hadn't been discussed or it had
20 been di scussed?
21 A | don't recall L. Trust being discussed.
22 Q But it could have been?
23 A | don't recall that.
24 Q Wien M. Beardnore asked for the 275,000 dollars to
25 be rel eased, what did you tell hin®?
? 00076
1 A He didn't ask ne.
2 Q Wiy didn't he ask you?
3 A He asked Jan Wl | ace.
4 Q Why woul d he ask Jan Vall ace?
5 A | don't know.
6 Q You told me Jan Wil lace didn't have any authority to
7 bi nd Thomas and Wng?
8 A She didn't.
9 Q So why did you ask him-- why did he ask her?
10 A | don't know.
11 Q VWre you in the roonf
12 A | was right beside her.
13 Q What did you say?
14 A | didn't say anything.
15 Q Why not ?
16 A They didn't ask ne.
15 - Q Aren't you ultimately responsible for this noney,
sir?
19 A Yes.
20 Q And you were standing there?
21 A | assune it was because Jan was doing all the
22 paperwork, all the comunications. Everything was going through
23 Jan Wl | ace.
24 Q Sir, but wasn't the true that you were absolutely
25 aware of where every dollar of that nmoney in the trust account
? 00077
1 went ?
2 A I thought | knew where it went. | now know t hat
3 wasn't aware of where it went.
4 Q I want to get back to the discussion, when is next
5 the tinme you have a nmeeting with John Beardnore?
6 A What ?
7 Q When is the next date upon which you have a neeting
8 wi th John Beardnore?
9 A You mean after March?
10 Q After March 6th
11 A After, it was March 8th that we had another neeting.
12 W& picked up the prom ssory note.
13 Q Do you nmeet with himFriday, March 7th, with Qudo
14 Shi eken?
15 No.
16 Q When did you -- when -- do you ever have a neeting
17 with John Beardnore and Qudo Shi eken?
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A Qudo Shi eken was at the first neeting that we had in
the | obby of the Marriott Hotel. He came later. There was ne
and Jan and John and then he came about 15 or 20 minutes |ater
Q What was the date of that meeting?

A I"'mnot certain. It was before ny surgery.
Q Is that the only time you neet with Qudo Shi eken?
A No, during the course of after the | oan was
defaulted, | had -- | mean, |I"'msorry, in April of 2003, | had
00078

met wi th Qudo Shieken.

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 project
that, that was available in Ghana, Africa, to build | ow cost
houses there. And that a friend of theirs had a connection with
that -- with the Ghana governnent, that they felt that perhaps we
coul d get that contract.

Q I's that what you discussed with Qudo at your first
nmeeting?

A No.

Q What do you discuss with Qudo at the first nmeeting?

A | didn'"t have -- | didn't say very much with him

He was introduced to ne as another guy that John Beardnore was
going to borrow noney fromfor this Lake Bank.

Q The Lake Bank transaction?

A Yeah. He said sonething -- see, he said something
about that he was an investnent banker and that he was -- John
and hi mwere working on something, but it wasn't stipulated to ne
what .

Q Did not you --

A It was a friend of John Beardnore and Jan Wl |l ace.
Q Didn't you request that Jan excuse herself fromthat
meet i ng?
00079
A No

Q At that meeting with Qudo and John Beardnore, did
you discuss off shore matters or off shore transactions?

A | don't recall discussing that.
Q Wien did you discuss traveling to Germany with Qudo?
A | didn't discuss it, traveling to Germany w th Qudo.

Jan and John told me about this deal in Africa and asked ne if
perhaps | would be interested to build some houses there, and |
said yes, | would be.

So how did you end up going to Gernmany?

| got on an airplane and | flew there.

Who invited you to Germany?

Jan and John Beardnore.

Did Jan VWl lace go to Gernmany?

No, no.

Wio went to Germany?

There was nme, John Beardnore, Qudo Shieken, and al so
a friend of nmine from Korea.

O>TO0>0>0

Q Did a | ady name Soki m Lach al so attend?

A Yes, she did.

Q Is it at that time that you learned that she was
John Beardnore's girlfriend?

A Yes. | knew she was John Beardnore's girlfriend.

Q When did you |l earn she was John Beardnore's

girlfriend?
00080
A In Gernmany.
Q So you didn't know that before then?
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No

A .

Q And she is -- is this the sane Soki mLach with the
L. Trust, LLC?

A | think so.

Q Wo made the arrangenments, who invited you to go to
Ger many ?

A Jan and John.

Q Did Jan have any ownership in the Ghana project?

A There was no ownership in Ghana. W were going

there to see if we could make a deal in Chana in regards to the
housi ng. And this John Beardnore was -- had sone experience in
doi ng water treatment plants or sonmething like that. So, he
woul d be going to discuss that as well.

Q Was there going to be paperwork involved in this
Chana project?

A Yes, | believe so.

Q Wasn't Jan handl i ng paperwork for you?

A Yes.

Q So why wasn't she in Germany?

A The paperwork she was handling was specific to this

deal in Phoeni x.
Q So you were going to handle the paperwork on the
Ghana proj ect ?
00081

A If -- there was no paperwork to handle at that tinme.
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
homes to be built in Gnhana, Africa, to be financed by Qudo
Shieken for 32 nmllion or thereabouts?

A 32 mllion?

Q Uh- huh?

A That's not how | recall it. | believe there was --
the amount was 10 nmillion dollars.

Q That's all that this deal was going to be, was 10
mllion dollars?

A I think that's the ampunt that was discussed, to
start it off. | don't know how nmuch it would ultimately be. W
never got to that point.

Q Was it to build 2000 hones in Chana, Africa?

A It was to build honmes. | don't know. | can't
remenber the exact anmpunt, but it was in that nei ghborhood, vyes.

Q And Beardnore felt there would be a possibility for
Thomas and Wng to provi de equi pment for the project?

To provide equi prment and also to build | ow cost
housi ng. They needed sone | ow cost housing for about 10, 000
dol l ars per honeowner. They were very basic. Just have to put
four panels together and lift themup with a crane.
And after you returned fromthis meeting in Germany,
it's when, in April? Isn't that what you said, April 2003; is
00082

that correct?

A That's when we left.

Q When did you return?

A | think it was early May.

Q When did the rest of the 1.5 million transferred to
Beardnore for the BDV | oan?

A | believe it was in April.

Q Who transferred that noney?

A Thomas and Wbng, on ny direction

Q So while you were neeting with Qudo and John,
tal king about a 10 ml|lion 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 what the purpose of

the trip was for?
Yes.
Did you neet with John Beardnore in person to
di scuss the purpose of the Germany trip?
No. Ve didn't discuss that until we met in Gernmany.
So you went to Germany not knowi ng what the purpose
of the nmeeting was for?

A No, | knew what the purpose of the neeting was for.
| was talking to Jan from Korea and she was talking to John
Bear dnor e.

Q What were you doing in Korea?

o>»_0O

o>

00083
A Buyi ng heavy equi prment.
Q Vere you | ooki ng to open another branch of Thomas
and Wng in Korea?
A VW were going to open an office there, yes. W were
consi dering doing that, that's right.
Q Was part of the noney in the Thomas and Wng bank

account, which you transferred to Cane O Neill, was that to be
used to open that Korean office?
A | don't know if that money was, specifically was,

but there was noney that would have had to be spent to open that
of fice, yes.
How much noney?

A | don't know t he exact amount, but it would be in
t he nei ghborhood of, well, we needed to buy an office, that would
have been about 200,000 dollars, and | would say between two and
two to three maybe 400, 000 dollars.

Q So al nost half of what you transferred to Cane
ONeill?

A Yes.

Q And you got permission to transfer the 800,000, even
t hough the conpany was | ooking to use 400,000 to expand?

A Yes.

Q Was there a board neeting hel d?

A No, we don't have board neetings.

Q Do you sit on the board of directors of Thomas and

00084

Wng?

A No. There is no board of directors. There is two
peopl e.

Q Have you ever sat on the board neeting of Thomas and
Wng?

A No, they don't have board neetings.

Q Have you ever sat on a board neeting? Have you ever

set on the board of directors of any conpany?

No.

When you had your own crane conpany, did you have
any directors?

o»

A It was me and ny wife.

Q Was that a corporation?

A Yes, it was a |limted corporation, an LTD
Q That was a Canadian entity?

A Yes.

Q I's the name of that conmpany Jake's Cranes?
é No

VWas any part of the condomi niumthat we've been
tal king about, at 660 North Second Street, in Mnneapolis,
M nnesota, owned by Jan V4l | ace?

A Woul d you repeat.

Q Was any part of the condo, at 660 North Second
Street, in Mnneapolis, Mnnesota, owned by Jan Wall ace?
Page 35
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t hat.

A Not to ny know edge.
00085
Q So why woul d Jan send $275,000 to this condom ni unf
A You tell nme. | 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 why woul d she do this?
A I have no i dea why she would do that. That is
di shonest and probably illegal.
Q Is it because she had your authority to do it,
just --
A Absol utely 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 tinme. On March the 12th, the 13th is
when she had authority to transfer noney.

Q Sir, the meno that | showed you, did you open the
trust account with Cane and O Neill ?

A Jan Wl |l ace did on ny behalf, on Thomas and Wng's

>

behal f.

Q Di d you provide any information with which to open
this trust account?

A | think so. It was -- she had a copy of our -- of
my authorization to act for Thomas and Wng by that tinme and al so
t he address and phone nunber.

00086

The address and phone nunber of Thomas and Wng?
Yes.
Wiy didn't you just open the trust account?
Wiy 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 lawyer is a trustworthy person and a trust account is a
safe entity. | didn't have any objection to that, but |I'm
wonderi ng now why --

Q There is no question --

A -- why Gary Blunme -- okay, sorry.

Q Your agreenent with Jan Wallace, did she ever agree
to be your agent?

O0>r0>0

A Yes.

Q She did?

A Yes.

Q She used those words?

A No, she used that word specifically.

Q She used what word specifically?

A Agent .

Q She used the word agent?

A | said | don't know if she used the word.
Q I'msorry, | didn't hear you.

A V& di scussed what each one of us will do at length

00087

and she absolutely assured ne that she woul d do the paperwork.
And, you know, she, she said that she runs public conpanies for a
living and the paperwork is really conplex and everything and she
woul d have no problem doing this.

Q VWhat was she to be conpensated for acting as an
agent ?

A It was no agreement to pay her anything at that
point intim. Al | 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 with this Kelly Black, part of it.
Q What was the 12,000 dollars for?

A | don't know.
Q Did she --
A She just told me she was receiving 12,000 dollars.

| don't know what it was for.
Did she ever show you an agreerent?

A No.

Q So, it's your understanding that Mss Wl lace would
act as an agent and not be paid?

A That's my understanding. | didn't offer to pay Jan,

but | knew that sonehow or another that this Lake Bank that she
was working with would give her sone noney somewhere 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 document

bef ore?
A I'"msorry, can | just back up a bit on that Lake
Bank? There was sone di scussion about this Lake Bank going into
a public conpany, but | didn't know the logistics of that. | was
not involved in that. So | knew there was sonme incentive for her
éo dolthis, but | don't know what it was. | don't know all the
etails.

Q When you say do this, do what?

A To see this funding go through

Q Isn't it true that Mss Wallace had a contract with
Beg[dngre, John Beardnore, Beardnore |nvestnents, to take BDV
public?

A | didn't know of any agreenment to do that.

Q Vell, sir, you just said you knew that there was
some sort of agreenment for her.

A She said she was worki ng on something to do with her

public conpany, but | don't know the details of it.
You don't know the details of it?

No.
You never agreed to conpensate her?
No, | didn't.

OFPO0>0

But you, as an agent of Thomas and Wng, are
conpensated; is that correct? You received paynment from Thonas
0008

and Wng?

A You nmean ny salary?

Q Yes, your salary.

A Yes.

Q And you are an agent for thenf

A Yes.

Q Under your own definition?

A I'mworking for Thomas and Wng, yes.

Q Do you know what your fiduciary duties to Thomas and
Wong are?

A | know what | do for them |f you want to describe
themas fiduciary, | don't know about -- if that's how | would
describe it. | work for Thomas and Wng and |'mresponsible to
t hem yes.

Q You're responsible for this |oan?

A ' mresponsible to Thomas and Wng.

Q For this loan, for any transaction?

I A Yes. |'maccountable to Thomas and Wng, yes. Yes,
am

Q But you're not sure what your fiduciary duties to
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t hem are?
A What are you asking me?
Q ' maski ng you do you know what a fiduciary duty is?
A | have told you that | have an understandi ng of what
fiduciary nmeans. | work for Thonmas and Wng, period, and | have
00090
to -- and | know that |I'mresponsible for what | do. |Is that

fiduciary? |Is that what you' re asking me?
Q Was there a March 7th meeting with M. Beardnore?
A A March 7th neeting?
Q Yes.
A No, not that | recall, no.
Q At some point you testified yesterday about
addi tional collateral being pledged by Tom-- by BDV?

A Yes.

Q When did you have that, when was that discussed?

A The first tinme?

Q The first tine.

A It was at Houston's restaurant.

Q I's that after your surgery?

A | think so.

Q And who is at that neeting?

A Me, John Beardnore, and Bill Cortegi ano.

Q Is this, is the additional collateral the basis upon
whi ch you make this loan? |Is this what turns your decision?

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 neeting before your first nmeeting
with M. Blume on March 1st, the neeting with M. Cortegi ano and
M. Beardnore, where the additional collateral is discussed?

00091

A Yes, yes.

Q So is it fair to say that on March 1st you had a
deal with M. Beardnore and M. Cortegi ano?

I's that when you enter into your deal?
That's when we agreed that there would be a deal.
You agreed there would be a deal on March 6th?
Yes.
And at that time, doesn't M. Beardnore ask for the
275 to be rel eased?

A No, he does not.

THE COURT: Al right. W're going to take our noon

A No, it is not fair to say.

Q I's there a second neeting on this collateral ?

A Yes.

Q When is the second neeting?

A A few days later, which | believe to be the 6th of
NMar ch.

Q And at that nmeeting, it's M. Beardnore, yourself,
M. Blume, and Mss \Vall ace?

A Yes.

Q M. Cortegiano is not there?

A No, he's not.

Q The additional collateral is discussed?

A Yes.

Q

A

Q

A

Q

recess at this juncture. We'Il stand in recess until 1:30.
00092
Pl ease remenber the adnmonition. |'Il see counsel in chanmbers for

a few nminutes.
( Recess)
THE COURT: The record will show the presence of the
parties, counsel, and the nmenmbers of the jury.
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You may proceed when you're ready.

BY MS. AMBRCSI G

Q Cood afternoon, M. Tarapaski.

A Cood afternoon.

Q I just have sone brief questions for you. Wre
there any witnesses to the oral discussions you had with Jan
Wal | ace about being an agent?

A | don't think so.

Q So it was just you and her at these neetings, at
t hese di scussions?

A I 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.

g 50 you understand what it is you' re suing her for?

es.
Q I's Thomas and Wng aut horized -- is Thomas and Wng

in good standing in the State of Arizona?
MR, MURPHY: (ojection, your Honor; irrel evant.

00093

THE COURT: Sust ai ned.
BY MS. AMBROSI O

Q I's Thomas and Wong authorized to do business in
Ari zona?

MR, MURPHY: Sane objection, your Honor.

THE COURT: Counsel approach.
(An o;f-the-record di scussi on was held out of the hearing of the
jury.
BY MS. AMBROSI O
How many transactions has Thomas and Wng done in
the State of Arizona?

[9)

A Just this one.

Q What was the length of this transaction?

A It started on March 8th.

Q It concl uded?

A Well, 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 business in
Ari zona?

A No.

Q They' ve never rented cranes in Arizona?

A No.

Q Bought cranes?

A No.

00094
M5. AMBROSI O | 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 whether Jan Wl | 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 statenment to you?

A No. She said that was the reason that she woul d go
on the board of directors, one of the main reasons. And she also
said that she wanted to network with these Dumai ne people. You
know, she's -- she felt it would give her an opportunity to neet
ot her people in her line of work as well.

Q Showi ng you Exhibit 21, sir, the promissory note of
March 8, 2003. Let me zero in on sone | anguage relevant to this
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i ssue.

The paragraph that |'ve enlarged will read:

Not wi t hst andi ng the above, on or before April 20, 2003, BDV shal
cause to be delivered to the | ender documentation satisfactory to
the | ender evidencing that BDV will be able to nake the payment
of the full amount of the pronissory note on the due date.

If BDV is unable to present satisfactory proof of
paynment on or before April 20, 2003, the |ender agrees to
comence the process necessary to sell the collateral for the

00095
purposes of satisfying the pronissory note.

And I'I1 stop ny quote there.

Wio proposed that particular provision of the
proni ssory note?

A Jan did.

Q Di d you understand that would require her to share
information that she learned as a director of the corporation?

A Yes. W discussed that before.

Q And sir, we |ooked at Exhibit 38, drafts of the
Dumai ne agreenents that were transmitted to you on or about
April -- March 24 of 2003, when you were in Korea. Do you
general ly recall those?

A Yes, | do.

Q Do you have an understanding as to how Jan Wl | ace
was able to share that information with you, the draft of an
agreenent ?

A Vell, she would have to get that fromthe board of
directors.

Q Now - -

A She called me from Ari zona and said she was sending
it to me.

Q Sir, you were asked sone questions on cross
exami nation that you clained that Thomas -- that Jan Wl | ace was

Thomas and Wng's agent, even though she had no authority to bind

Thomas and Wng. VWhat responsibilities did you understand she
00096

had to Thomas and Wng as agent?

A Vell, clearly spelled out in the checklist, that,
that's her bible. That's what she was responsible for. And also
to be truthful with us, tell us if anything was going off the
course so that we could take action earlier, if we had to by
nelting this gold.

Q Showi ng you Exhibit 21, again the promnissory note
questioning focused on your cross-exam nati on about the fact
there was a date of March 6 up in the corner.

Yes.
Di d you even notice what date was on there at the
time you got it?

o>

A It's not inmportant to me what date the | awer put on
t here.

Q On Saturday, March 8th, when you went to Gary
Blume's office to get this note, was it finished?

A No.

Q How | ong did you -- who was there waiting to get it?

A There was nme, John Beardmore, and Jan Wl | ace.

Q How | ong did you have to wait until M. Blume cane

out with the conpl eted pronmissory note?
A The meeting was schedul ed for around 10:00. W had
to wait a good hour, about an hour
Q You were present when it was notarized at sone bank
in a Home Depot |ocation on March 8, 20067 0009
7

A Yes, | was, right.
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Q You were asked a question about on March 6. Did you
agree to the terms of the deal with BDV and did you, at that
time, come to an understanding what the terms would be?

A Yes, we had the consensus of a deal on March 6, yes.

Q When did you actually have a deal with BDV
I nvest ment s?

A When the note is signed on March 8.

Q On what date?

A March 8.

MR. MURPHY: Nothing further.

THE COURT: All right. Thank you. Do the nenbers of the
jury have any questions for this witness? | noticed there were
sone sheets of paper in there. Could you get those, Laura?

Thank you.
W11 counsel approach?
(An of f-the-record discussion was held out of the hearing of the

jury.)

THE COURT: The record will show the Court received
several questions fromthe nmenbers of the jury and has conferred
wi th counsel

Sir, let me ask you, did Ms. Wallace seem surprised
that there were additional security items?

THE WTNESS: You nean after the neeting at Houston's
restaurant, sir?

00098

THE COURT: Well, the question doesn't specify, but let's
ask it that way.

THE W TNESS: 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: AlIl right. You've testified that you, you
were a buyer and seller of equipnent for Thomas and Wng. When
did Thomas and Wng give you authority to negotiate |oans.

THE WTNESS: There is not a differentiation on what |
can and cannot do for Thomas and Wng. The noney that |
general ly dealt in is nmoney that | pretty nuch generated during
my first seven years at Thonmas and Wng. And this is when |
started there, in 1996.

And that | had a broad paranmeter of what | could do.

| did -- | bought barges, it wasn't just cranes, but | didn't
general ly have to ask pernmission. |[If | recommended it, they
normal ly 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 Wng before you entered into the agreenment?

THE WTNESS: | discussed it with themand, and | told
themthat | may be doing this deal, and before, before | signed
it, | told them!| was going to do the deal

THE COURT: What was Thomas and Wong hoping to gain from
this | oan?

00099

THE W TNESS: 375,000, even when they defaulted. | never
asked for that noney on the dollar penalty through the whole
negotiation, fromMuy until June. |f you |ook on ny statenent,

t he whol e non-security, | was only asking for the 375. | never.

THE COURT: Correct me, if |'"'mwong, 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 May 6th. | don't
know what -- | don't know.

THE COURT: |Is there a menp or any docunent giving Mss
Wal | ace authority to transfer funds fromthe trust account?
THE WTNESS: |'msorry, sir?
Page 41
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THE COURT: Was there a menp or other docunment giving
M ss 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 follow up questions fromplaintiff?

MR. MURPHY: Not hi ng, your Honor.

THE COURT: Def endant .

M5. AMBROSI G No, your Honor.

THE COURT: Any other questions fromthe nenbers of the
jury for this witness?

Ckay. Thank you, sir. You can step down.
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