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WESTMINSTER, CALIFORNIA - THURSDAY, MAY 25, 2000
MORNING SESSION
(THE FOLLOWING PROCEEDINGS WERE HELD IN OPEN
COURT IN THE PRESENCE OF THE JURY:)
THE COURT: YOU MAY PROCEED, COUNSEL.
MR. MOSHENKO: YOUR HONOR, I'VE PLACED EXHIBIT 1691
IN FRONT OF THE WITNESS.
JAMES J. JOSEPH,
CALLED AS A WITNESS ON BEHALF OF THE PLAINTIFFS, HAVING
BEEN PREVIOUSLY DULY SWORN, WAS EXAMINED AND TESTIFIED AS
FOLLOWS :
DIRECT EXAMINATION (CONTINUED)

BY MR. MOSHENKO: Q BY THE WAY, GOOD MORNING, AND

THANK YOU.
1691, COULD YOU LOOK AT THAT?
ALL RIGHT. WHAT IS EXHIBIT 16912
A IT'S A COPY OF A CONFORMED ORDER OF THE

BANKRUPTCY COURT IN THE FIRST NATIONWIDE RESORT MANAGEMENT

CASE.

Q AND IS THAT -- DOES THAT RELATE TO THE

BANKRUPTCY FOR WHICH YOU WERE ACTING AS A TRUSTEE?

A YES.
Q IN FACT, IT SHOWS YOUR NAME -- YOUR NAME AT
THE TOP WHERE IT SAYS THAT THE -- RICHARD DIAMOND OF THE

DANNING, GILL, GOULD, DIAMOND & SPECTOR FIRM ARE ACTING AS

ATTORNEYS FOR JAMES JOSEPH, CHAPTER 11 TRUSTEE?
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A RIGHT.

Q WAS THIS ORDER APPROVED BY THE COURT
GRANTING THE REQUESTED RELIEF, WHICH IS GRANTING A MOTION
TO CONVERT THE CASE TO A CHAPTER 7, AND ABANDON THE
PROPERTY OF THE ESTATE, AND PERMIT THE VOLUNTARY TRANSFER
OF MEMBERSHIP INTERESTS?

A YES. THE DOCUMENT INDICATES THE COURT
SIGNED THE ORDER.

MR. MOSHENKO: YOUR HONOR, I'D LIKE TO OFFER
EXHIBIT 1691 INTO EVIDENCE.

MR. SHERMAN: STIPULATE.

THE COURT: THANK YOU.

MR. MOSHENKO: THANK YOU.

THE COURT: SO RECEIVED.

(WHEREUPON, EXHIBIT NO. 1691, CONFORMED
ORDER OF THE BANKRUPTCY COURT, WAS RECEIVED IN EVIDENCE.)

BY MR. MOSHENKO: Q MR. JOSEPH, I ASKED THE COURT
FOR PERMISSION TO REOPEN TO ASK YOU A FEW MORE QUESTIONS
RELATING TO THIS BANKRUPTCY PROCESS.

IF I COULD, I'D LIKE TO USE THE BLACKBOARD.

NOW, REFERRING TO THE ALL SEASONS RESORT
BANKRUPTCY WHICH YOU WERE INVOLVED IN THE EARLY 1990'S.
ALL RIGHT. AND YOU INDICATED YESTERDAY THAT THE FILING OF
A CHAPTER 11 BANKRUPTCY PETITION OCCURRED BY ALL SEASONS
RESORTS; CORRECT?

A I DON'T RECALL WHETHER THAT WAS A VOLUNTARY
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OR AN INVOLUNTARY.

Q OKAY. WELL, IN ANY EVENT, IF THIS IS -- ALL
SEASONS RESORTS, THIS IS WHAT WE HAVE BEEN REFERRING TO AS
THE DEBTOR; CORRECT?

A YES.

Q AND IF THIS IS THE EVENT OF THE FILING OF
THE CHAPTER 11, IN TERMS OF TIME, PRIOR TO THE FILING OF
THE CHAPTER 11, THE ALL SEASONS RESORTS MANAGERS MANAGED
THE ASSETS OF ALL SEASONS RESORTS; CORRECT?

A CORRECT.

Q OKAY. AND LET'S CALL IT RAY AND MARLIES,
BECAUSE I THINK THAT'S WHO YOU INDICATED WERE THE MANAGERS,
OR SOME OF THEM.

AND THOSE ASSETS WERE THE PROPERTY OF THE

DEBTOR; IS THAT CORRECT?

A YES.

Q AND THAT INCLUDES RESORTS AND MEMBER

CONTRACTS, ET CETERA, WHATEVER ASSETS; CORRECT?

A CORRECT.
Q NOW, ONCE THE CHAPTER 11 BANKRUPTCY IS
FILED, I THINK YOU INDICATED THERE'S A -- IN EFFECT, A NEW

ENTITY CREATED?

A UPON THE ENTRY OF AN ORDER FOR RELIEF, WHICH
HAPPENS WHEN THE PETITION IS FILED IN A VOLUNTARY CASE, OR
WHEN THE ORDER FOR RELIEF IS ENTERED IN AN INVOLUNTARY

CASE, AN ESTATE IS CREATED.
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OKAY. AND SO WHAT WAS DEBTOR, NOW THERE'S

THAT'S CORRECT.

NOW, THE FIRST QUESTION I HAVE IS, WHAT

THE DEBTOR WHILE THE ESTATE IS IN EXISTENCE?

DOES IT CONTINUE TO EXIST, THE DEBTOR CORPORATION?

A

Q

OH, SURE.

OKAY. BUT MANAGEMENT VESTS IN SOMEONE

CALLED "DEBTOR IN POSSESSION"?

A

WHEN A BANKRUPTCY CASE COMMENCES, ALL OF THE

ASSETS OF THE DEBTOR BECOME ASSETS OF THE ESTATE, WHICH WAS

A DIFFERENT

Q

ENTITY.

RESORTS, ET CETERA, MEMBER CONTRACTS,

ET CETERA, ARE DOWN HERE, ASSETS OF THE ESTATE?

A CORRECT.

Q AND THEY'RE NOT HERE ANYMORE; RIGHT?

A THAT'S CORRECT.

Q AND MANAGEMENT GOES WHERE?

A IF IT'S A DEBTOR IN POSSESSION, MANAGEMENT
IS VESTED IN -- THE MANAGEMENT OF THE DEBTOR BECOMES

MANAGEMENT OF THE ESTATE.

Q

IS IT CORRECT IN ALL SEASONS RESORTS' CASE

THERE WAS A DEBTOR IN POSSESSION; MANAGEMENT WAS BASICALLY

WHAT IT WAS

MR.

FOUNDATION.

BEFORE?

SHERMAN: OBJECTION. LEADING. LACKS
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THE COURT: OVERRULED.

THE WITNESS: THAT IS TRUE, UNTIL THE APPOINTMENT
OF THE TRUSTEE.

BY MR. MOSHENKO: Q ALL RIGHT. SO RAY AND MARLIES
CONTINUED.

NOW, HERE IS THE APPOINTMENT OF A TRUSTEE

EVENT. NOW, MANAGEMENT IS NO LONGER HERE; IT'S HERE?

A MANAGEMENT OF THE ESTATE NOW VESTS IN THE
TRUSTEE.

Q OKAY. AND IN YOUR CASE YOU HAVE
FRED BRINGMAN, YOU SAID, AND YOU ALSO USED RAY AND MARLIES,
I'M SURE AMONG OTHERS?

A AND OTHER EMPLOYEES, YES.

Q YES.

NOW, THE ASSETS REMAIN IN THE ESTATE, EVEN

THOUGH THE TRUSTEE IS IN CONTROL OF THE COMPANY; IS THAT
CORRECT?

A YES. THE APPOINTMENT OF A TRUSTEE DOES NOT
CHANGE THE FACT THAT THERE IS AN ESTATE.

Q OKAY. NOW, THEN I THINK YOU TESTIFIED
THERE -- OH, NOW, AT WHAT POINT DOES THIS AUTOMATIC STAY
KICK IN THAT YOU MENTIONED?

A THAT KICKS IN UPON THE FILING OF THE
PETITION.

Q SO RIGHT HERE IS KIND OF LIKE A PROTECTIVE

CLOAK COMES AROUND THE ESTATE, AND IT CONTINUES, DOESN'T
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IT?

A YES. THE ESTATE PROPERTY -- PROPERTY OF THE
ESTATE IS PROTECTED BY THE AUTOMATIC STAY.

Q HOW LONG DOES IT CONTINUE?

A WELL, IT CONTINUES UNTIL -- IT CONTINUES

UNTIL A PLAN IS CONFIRMED. IT CONTINUES UNTIL THE PROPERTY

BECOMES -- IS NOT PROPERTY OF THE ESTATE ANY LONGER.
Q PROPERTY IS GONE?
A IF THE PROPERTY IS NOT PROPERTY OF THE

ESTATE ANY LONGER, YES.
Q OKAY. NOT IN THE ESTATE.
ALSO IT CAN BE LIFTED ON MOTION FOR RELIEF
OF STAY ON AN ASSET-BY-ASSET BASIS?
A YES. A PARTY CAN SEEK RELIEF FROM THE STAY.
Q ALL RIGHT. NOW, IN THE ALL SEASONS RESORTS

SITUATION, WAS THERE A PLAN?

A IN THE CASE I WAS TRUSTEE IN, YES.
Q AND IT WAS APPROVED?

A IT WAS CONFIRMED.

Q CONFIRMED, OKAY.

SO NOW LET'S CALL THIS "CONFIRMED PLAN."
OKAY. NOW, MY QUESTION IS, WHAT HAPPENS TO
MANAGEMENT IN CONTROL OF THE ESTATE, OR THE ASSETS IN THE
ESTATE?
A IN THE PLAN? 1IN THAT PARTICULAR PLAN?

Q AFTER CONFIRMATION OF THE PLAN IN THE ALL
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SEASONS RESORT.

A IN THIS PARTICULAR CASE, THE ASSETS REVESTED
IN THE CORPORATION.

Q THIS ENTITY ENDS UP RIGHT BACK HERE IN
CONTROL?

A YES. IN THE ALL SEASONS RESORT CASE, THE
STOCK, THE ORIGINAL STOCK, WAS CANCELLED, WAS PART OF THE
PLAN. AND NEW SHARES WERE ISSUED TO SOMEONE IN EXCHANGE
FOR A FORGIVENESS OF SECURED DEBT. SO THERE WAS A
DIFFERENT SHAREHOLDER, BUT THE ASSETS REVESTED IN THE

DEBTOR CORPORATION.

Q THE SAME LEGAL ENTITY?
A YES.
Q WHAT DOES THE TERM "DISSOLVING A

CORPORATION" REFER TO?

A DISSOLUTION OF A CORPORATION IS SOMETHING
THAT HAPPENS UNDER STATE LAW.

Q DOES A BANKRUPTCY RESULT -- STRIKE THAT.

DOES A DISSOLUTION OF A CORPORATION RESULT

IN THE CORPORATION NO LONGER EXISTING AS A LEGAL ENTITY?

A THE DISSOLUTION WOULD HAVE THAT EFFECT, YES.

Q DOES A BANKRUPTCY RESULT IN A DISSOLVING OF
A CORPORATION SO THAT IT GOES AWAY?

A NO.

Q AND SO IN THE CASE OF ALL SEASONS, RAY AND

MARLIES, IN FACT, RETAINED CONTROL OF THE ASSETS AFTER THE
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BANKRUPTCY UNDER THE PLAN?

A THEY WERE, I BELIEVE, OFFICERS OF THE
CORPORATE ENTITY.

Q AND THE RESORTS MEMBERSHIPS WENT WITH IT,
AND THE TRUSTEE GOES AWAY?

A YES. UPON CONFIRMATION OF A PLAN, NORMALLY

THE TRUSTEE IS DISCHARGED, AS I WAS.

Q AND THE ESTATE AS AN ENTITY DISAPPEARS?
A YES.
Q ALL RIGHT. NOW -- ONE MORE THING.

DURING THIS PROCESS, WHILE THE BANKRUPTCY IS

IN PLACE -- I'LL USE THE PHRASE -- THE STAY PROTECTS THE
ESTATE FROM CREDITORS -- RIGHT? -- ATTACKING AND TAKING THE
ASSETS?

A YES.

Q CREDITORS CANNOT ATTEMPT TO ENFORCE

CONTRACTS OR TAKE ASSETS OR HARM THE ESTATE, IN ESSENCE; IS
THAT CORRECT?

A IT'S A FAIR GENERAL STATEMENT, YES.

Q FAIR GENERAL STATEMENT.

NOW, WHAT IS A CREDITORS COMMITTEE?

A WELL, UNDER CHAPTER 11 OF THE CODE, THE
UNITED STATES TRUSTEE'S OFFICE IS OBLIGED TO APPOINT WHAT'S
CALLED A "COMMITTEE OF CREDITORS." I THINK THE TECHNICAL
TITLE IS COMMITTEE OF CREDITORS HOLDING UNSECURED CLAIMS."

AND THEY DO SO.
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AND THAT CREDITORS COMMITTEE BECOMES A PARTY
IN INTEREST. AND THEY HAVE THE RIGHT TO EMPLOY COUNSEL.
THEY HAVE THE RIGHT TO EMPLOY ACCOUNTANTS. AND GENERALLY
THEIR DUTIES ARE TO ASSIST IN THE FORMULATION OF A PLAN, TO
COMMUNICATE WITH THE DEBTOR IN POSSESSION, OR THE TRUSTEE,
TO -- A COMMITTEE DOES NOT REPRESENT ANY ONE PARTICULAR
CREDITOR. THE FUNCTION OF A COMMITTEE IS TO VOICE THE --
TO SORT OF VOICE OF VIEWS OF UNSECURED CREDITORS,
GENERALLY.

Q NOW, YOU MENTIONED YESTERDAY THERE WAS AN
OVERSIGHT THAT OCCURRED, THAT IS, THAT BANKRUPTCY COURT
OVERSAW THE WHOLE PROCEEDING.

A YES.

Q THE U.S. TRUSTEE'S OFFICE HAD OVERSIGHT

RESPONSIBILITIES; THE TRUSTEE YOURSELF HAD OVERSIGHT

RESPONSIBILITIES?
A YES.
Q DID THE CREDITORS COMMITTEE HAVE OVERSIGHT

ABILITY OR RESPONSIBILITY?

A YES. THE COMMITTEE IS A PARTY IN INTEREST.
THEY HAVE THE RIGHT TO SEEK THE APPOINTMENT OF A TRUSTEE.
THEY HAVE THE RIGHT TO MOVE TO CONVERT A CASE FROM AN 11 TO
7. THEY HAVE THE RIGHT TO BE HEARD ON EVERY ISSUE.

Q AS PART OF THAT OVERSIGHT FUNCTION, IS THERE
A REVIEW OF THE BUSINESS MATTERS, THE BUSINESS AFFAIRS, THE

BOOKS, THE RECORDS, THE TRANSACTIONS OF THE CORPORATION
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THAT TAKE PLACE DURING A BANKRUPTCY?

A IN A CHAPTER 11?

Q IN A CHAPTER 11.

A YES.

Q IN A CHAPTER 7, IS THERE AN OVERSIGHT BY A

TRUSTEE WHERE HE REVIEWS THE TRANSACTION?

A YES. BUT IN A CHAPTER 11 THERE IS A
PROVISION OF THE BANKRUPTCY CODE THAT REQUIRES A TRUSTEE TO
FILE A REPORT UNDER SECTION 1104, I BELIEVE, WHICH
DISCUSSES THE RESULT OF ANY INVESTIGATION, DISCUSSES
MANAGEMENT, DISCUSSES PROSPECTS FOR A PLAN. SO THERE'S A
FORMAL REQUIREMENT THAT SUCH A REPORT BE FILED.

Q ALL RIGHT. NOW, IS THAT INVESTIGATION AND
REVIEW PROCESS LIMITED TO WHAT OCCURS DURING THE
BANKRUPTCY, OR DOES IT GO BACKWARD IN TIME BEFORE THE

FILING OF THE BANKRUPTCY?

A IT CAN GO BACKWARDS IN TIME.

Q HOW FAR BACKWARDS CAN IT GO?

A THERE'S NO SET RULE.

Q AND ASSUMING, HYPOTHETICALLY, THAT THE

TRUSTEE OR THE CREDITORS COMMITTEE DO THAT INVESTIGATION
AND, THEY FIND SOMETHING UNTOWARD, SOME IMPROPRIETY OR A
WRONGFUL TRANSFER OR WITHHOLDING OF ASSETS OR THINGS LIKE
THAT, WHAT CAN THE TRUSTEE DO?

A WELL, THE TRUSTEE HAS THE POWER TO FILE WHAT

ARE CALLED "AVOIDING ACTIONS" TO AVOID WHAT ARE -- AN
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EXAMPLE WOULD BE A FRAUDULENT CONVEYANCE. IF THE DEBTOR
PRIOR TO BANKRUPTCY GAVE AWAY HIS PROPERTY FOR NO
CONSIDERATION, THE TRUSTEE CAN FILE A LAWSUIT TO GET THAT
PROPERTY BACK FOR THE ESTATE.

Q IF MANAGEMENT IMPROPERLY TOOK MONEY OR
PROPERTY AND PUT IT IN THEIR OWN PERSONAL ESTATE, THAT IS

SOMETHING THAT -- ASSUMING IT WAS WITHOUT CONSIDERATION,

THAT IS, IT WAS WRONGFUL -- THAT THE TRUSTEE COULD UNDO?
A YES, THE TRUSTEE OR DEBTOR IN POSSESSION.
Q WHAT'S IT MEAN TO VOID A TRANSACTION?
A IT MEANS TO -- IF A DEBTOR PRIOR TO THE

FILING OF THE BANKRUPTCY CASE TRANSFERS ITS ASSETS TO OTHER

PEOPLE FOR NO CONSIDERATION, LIKE A GIFT OR JUST TAKING IT.

Q NO MONEY?
A PARDON ME?
Q NOTHING IN EXCHANGE OF VALUE; NO MONEY IS

GIVEN FOR THE ASSETS?

A YES. NO MONEY OR NOTHING, NO CREDIT
OBTAINED, BUT JUST GIVES IT AWAY, THAT TRANSFER CAN BE
AVOIDED.

IN OTHER WORDS, AS A MATTER OF LAW, THE
TRANSFER IS DEEMED -- IF THE LAWSUIT IS SUCCESSFUL, THE
TRANSFER IS DEEMED NOT TO HAVE OCCURRED, AND THE PERSON WHO
GOT THE MONEY HAS TO GIVE IT BACK.
Q CAN THAT PERSON BE SUED -- DOES THE PERSON

HAVE TO BE SUED IN THE BANKRUPTCY TO HAVE IT GIVEN BACK?
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A YES, UNLESS THE PERSON WOULD DO IT
VOLUNTARILY.
Q OKAY. ALL RIGHT. SO NOW IN THE ALL SEASONS

RESORTS BANKRUPTCY, DID YOU DO THE INVESTIGATION AND
ANALYSIS OF THE FINANCIAL AFFAIRS AND TRANSACTIONS RELATING
TO ALL SEASONS RESORTS, BOTH -- THAT OCCURRED BOTH DURING
THE BANKRUPTCY AND BEFORE THE BANKRUPTCY?

A WELL, I WAS ASSISTED BY THE ACCOUNTANTS I
EMPLOYED AND THE ATTORNEYS I EMPLOYED, YES.

Q TO YOUR KNOWLEDGE DID THE CREDITORS OF THE
CORPORATION -- OF THE CORPORATION HAVE THE OPPORTUNITY TO
DO THE SAME INVESTIGATION?

A YES. I MEAN, AS A GENERAL MATTER,
EVERYTHING I DID WAS SHARED WITH THE COMMITTEE. THEY HAD
ACCESS TO THE -- ALL SEASONS RESORTS AS I RECALL HAD
PRODUCED AUDITED FINANCIAL STATEMENTS WITH DELOITTE &
TOUCHE FOR SOME YEARS PRIOR TO THE FILING, AND I EMPLOYED
DELOITTE & TOUCHE, MY ACCOUNTANT, TO RENDER THE SAME KIND
OF AUDITED FINANCIALS. AND I'M CONFIDENT THAT THEY WERE
SHARED WITH THE COMMITTEE.

Q NOwW, THE COMMITTEE CAN SUE TO UNDO OR VOID
THE TRANSACTION?

A NO. IF A TRUSTEE IS IN PLACE, THE TRUSTEE
IS THE ONLY PARTY EMPOWERED TO SUE. BUT IF THE TRUSTEE
REFUSES TO OR WON'T, THEN THE COMMITTEE CAN SEEK PERMISSION

FROM THE COURT TO BRING SUCH A LAWSUIT. BUT THERE HAS TO
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BE A COURT ORDER.
THE AVOIDING POWER RIGHTS VEST IN THE

TRUSTEE, UNLESS THE COURT EMPOWERS SOME OTHER PERSON LIKE
THE COMMITTEE TO DO IT.

Q NOW, AFTER HAVING DONE YOUR INVESTIGATION
AND ANALYSIS OF THE AFFAIRS OF ALL SEASONS RESORTS, DID YOU
OR DID THE CREDITORS COMMITTEE, EITHER OF YOU, ACT TO SEEK
TO AVOID -- AVOID A TRANSACTION OR SUE SOMEBODY TO BRING

BACK ASSETS?

A NOT THAT I RECALL, NO.

Q NOW, LET ME JUST SHIFT FOR A SECOND TO THE
FIRST NATIONWIDE RESORTS MANAGEMENT -- USE THE SAME
GRAPH -- THAT YOU HANDLED IN 1996 OR 7 -- 6 AND 7.

ALL RIGHT. NOW, IN THAT CASE FIRST

NATIONWIDE FILED A CHAPTER 11 PROCEEDING?

A YES.

Q AND THE ESTATE WAS CREATED, AND THE DEBTOR
IN POSSESSION CONTROLLED THE ASSETS AND HAD THE ESTATE --
ASSETS WERE A PART OF THE ESTATE; RIGHT?

A YES.

Q AND THEN YOU WERE APPOINTED AS TRUSTEE, AND
YOU CONTROLLED THE ASSETS. AND I THINK YOU SAID IN THAT
CASE YOU USED FRED BRINGMAN, BUT YOU DIDN'T EMPLOY RAY AND
MARLIES; CORRECT?

A YES.

Q FOR REASONS YOU GAVE.
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NOW, THAT CASE DIDN'T GO TO A PLAN, DID IT?
A NO.
Q AND I'M GOING TO DO THE DIVERSION OUT HERE.

WHAT HAPPENED TO THE ASSETS IN ALL SEASONS

RESORTS -- I MEAN IN FIRST NATIONWIDE?
A WHAT?
Q WHAT HAS HAPPENED? HAS ANYTHING HAPPENED.

I'M SORRY. WITHDRAWN, YOUR HONOR.

IN THAT CASE YOU FILED A MOTION TO CONVERT

IT TO A 72

A YES.

Q WHICH WOULD RESULT IN THE ASSETS BEING
LIQUIDATED?

A IN A CHAPTER 7 CASE THE ASSETS ARE

LIQUIDATED, YES.

Q AND THAT WAS THE ORDER THAT WE JUST ADMITTED
INTO EVIDENCE, THE ORDER APPROVING THE CONVERSION OF
CHAPTER 7; RIGHT?

A YES.

Q NOW, BESIDES LIQUIDATING -- LIQUIDATING

MEANS SELLING; RIGHT? SELLING THE ASSETS?

A YES.
Q OKAY. BESIDES LIQUIDATING THE ASSETS,
OTHER -- THERE ARE OTHER WAYS ASSETS ARE TREATED IN EITHER

AN 11 OR A 7; IS THAT CORRECT?

A OH, YES.
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0 OKAY. AND IN THE CASE OF THE FIRST
NATIONWIDE RESORTS MANAGEMENT BANKRUPTCY, WHAT HAPPENED TO
ASSETS -- TO SOME OF THE ASSETS AS AN ALTERNATIVE TO
LIQUIDATING THEM?

A WELL, IF YOU HAVE REFERENCE TO THIS ORDER,
THE REAL ESTATE, THE THREE CAMPGROUNDS THAT FIRST
NATIONWIDE DIRECTLY OWNED, I SOUGHT AUTHORITY FROM THE
COURT TO ABANDON THEM ON THE GROUNDS THAT I BELIEVE THEY
HAD NO EQUITY. 1IN OTHER WORDS, THEY WERE ENCUMBERED BEYOND
THEIR VALUE. AND I SOUGHT AUTHORITY TO ABANDON THEM OUT OF
THE ESTATE, AND THE COURT GRANTED THAT AUTHORITY.

Q SO WHERE DID THE ASSETS GO, AS OPPOSED TO
LIQUIDATION, ONCE THEY'RE ABANDONED?

A AN ABANDONMENT OF ASSETS BY THE ESTATE
ALWAYS REVESTS THE ASSETS IN THE DEBTOR ENTITY.

Q SO IT'S AS THOUGH THERE WERE NO CHAPTER 7
FILED OR CONVERSION FILED, AS FAR AS WHERE THE ASSETS ENDED
UP?

A NO. I THINK IT'S FAIR TO SAY THAT THE
ASSETS THAT WERE PART OF THE ESTATE, ONCE THEY'RE
ABANDONED, ARE ABANDONED BACK TO THE DEBTOR ENTITY.

Q RIGHT. AND SO THEY ENDED UP BACK UP UNDER
THE DEBTOR ENTITY AS OPPOSED TO THE LIQUIDATION PROCESS?

A THAT'S RIGHT.

Q AND NOW, LAST QUESTION.

THERE'S ANOTHER TERM CALLED "REJECTION OF
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ASSETS," OR "REJECTION" OF SOMETHING IN A BANKRUPTCY.
COULD YOU DISTINGUISH OR COMPARE THAT TO ABANDONMENT OF
PROPERTY?

A THE ONLY TERM -- THE ONLY CONTEXT WITH WHICH
I AM FAMILIAR WITH "REJECTION" IS REJECTION OF AN EXECUTOR
CONTRACT, MEANING A CONTRACT, A PRE-BANKRUPTCY CONTRACT,
BETWEEN THE DEBTOR AND SOME OTHER ENTITY. ONCE A
BANKRUPTCY IS FILED, THE ESTATE HAS THE RIGHT TO REJECT

THAT CONTRACT.

Q OKAY.
A IT'S LIKE AN ABANDONMENT.
Q IS A CONTRACT BOTH AN ASSET AND A LIABILITY

IN A BANKRUPTCY ESTATE?

A A CONTRACT CAN BE BOTH AN ASSET AND A
LIABILITY, YES.

Q AND SO TO THE EXTENT THAT IT IS AN ASSET,
ONCE IT'S REJECTED, IT GOES BACK TO THE DEBTOR; IS THAT
CORRECT?

A REJECTION OF AN EXECUTOR CONTRACT AND ITS
CONSEQUENCES IS A COMPLEX AREA OF THE LAW.

BUT IT'S FAIR TO SAY THAT ONCE THE

BANKRUPTCY ESTATE REJECTS THE CONTRACT, IT'S BASICALLY SORT
OF WASHING ITS HANDS OF THE CONTRACT. THE DEBTOR IS STILL
A PARTY TO IT AND I THINK STILL HAS RIGHTS. BUT THE
BANKRUPTCY ESTATE IS SAYING, AS FAR AS THE ESTATE IS

CONCERNED, THE ESTATE DOES NOT INTEND TO BE BOUND BY OR
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PERFORM THIS PRE-BANKRUPTCY CONTRACT.

Q OKAY. BUT YOU TESTIFIED EARLIER TODAY THAT
THE FILING DOES NOT DISSOLVE OR DO AWAY WITH THE
ENTITY.

A NO.

Q SO AFTER THE REJECTION, THE ENTITY STILL
EXISTS AS AN ENTITY; CORRECT?

A COUNSEL, IF YOU -- HEAVEN FORBID, IF YOU
WERE TO FILE A BANKRUPTCY CASE, IF YOU WERE TO FILE AN
INDIVIDUAL BANKRUPTCY, YOUR ASSETS WOULD BECOME PART OF
YOUR BANKRUPTCY ESTATE. BUT YOU AS A PERSON WOULD NOT
CEASE TO EXIST. YOU WOULD NOT BE EXECUTED.

IT IS THE SAME WITH A CORPORATION. IF A
CORPORATION FILES A BANKRUPTCY, ITS ASSETS BECOME PART OF
ITS BANKRUPTCY ESTATE, BUT THE CORPORATION AS AN ENTITY
DOES NOT CEASE TO EXIST MERELY BY VIRTUE OF HAVING FILED A
BANKRUPTCY.
JUST LIKE YOU WOULDN'T DIE IF YOU FILED A

VOLUNTARY OR INVOLUNTARY BANKRUPTCY CASE.

0 CORRECT.

SO THE ENTITY DOES NOT DISSOLVE OR

DISAPPEAR?

A NO.

Q AND THE ASSETS THAT ARE ABANDONED TO IT,
THEY DON'T DISSOLVE OR DISAPPEAR; THEY GO TO -- THEY REMAIN

IN THE ENTITY; CORRECT?
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A IF THE ASSETS ARE ABANDONED BY THE
BANKRUPTCY ESTATE, THE ASSETS REVEST IN THE DEBTOR ENTITY,
YES.

Q AND CONTRACT INTERESTS THAT ARE REJECTED, TO
THE EXTENT THAT THEY ARE, THERE IS A RELATIONSHIP BETWEEN
THE DEBTOR AND THE CONTRACTING PARTY; THEY STILL -- THAT
RELATIONSHIP CONTINUES TO EXIST?

A IF YOU WERE TO FILE -- IF YOU WERE RENTING
AN APARTMENT AND YOU FILED A BANKRUPTCY CASE, THAT
APARTMENT LEASE WOULD BECOME PART OF THE BANKRUPTCY
ESTATE. IT WOULD BE AN EXECUTOR CONTRACT. YOUR BANKRUPTCY
TRUSTEE PROBABLY WOULD NOT WANT TO TAKE OVER YOUR APARTMENT
LEASE BECAUSE IT WOULD HAVE NO PARTICULAR VALUE TO THE
ESTATE. PROBABLY YOUR APARTMENT LEASE IS A FAIR MARKET
RENT, AND THERE WOULD BE NO BENEFIT IN THE BANKRUPTCY
ESTATE TRYING TO SELL YOUR LEASE TO SOMEBODY ELSE.

SO THE BANKRUPTCY ESTATE WOULD PROBABLY
REJECT YOUR APARTMENT LEASE, AS FAR AS IT WAS CONCERNED.
IT WOULD HAVE NO INTEREST IN IT. COULDN'T GET ANY MONEY
OUT OF IT. BUT AS LONG AS YOU PAID YOUR RENT, I DON'T
THINK YOUR LANDLORD COULD KICK YOU OUT.

SO TO THAT -- IN THAT WAY, I THINK, AN
EXECUTOR CONTRACT THAT IS REJECTED, AS FAR AS THE
BANKRUPTCY ESTATE IS CONCERNED, SAYING THE BANKRUPTCY
ESTATE REALLY HAS NO INTEREST IN IT, IT CAN'T DO ANYTHING

WITH IT, I THINK YOU AS THE DEBTOR WOULD STILL HAVE RIGHTS
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TO PAY YOUR RENT AND CONTINUE TO LIVE IN YOUR APARTMENT.

Q

VERY WELL.

THE COURT: MR. MOSHENKO.

MR. MOSHENKO: LAST POINT.

Q

DID YOU DO THE SAME INVESTIGATION AND

EXAMINATION OF THE FINANCIAL AFFAIRS OF FIRST NATIONWIDE

RESORTS AS YOU DID IN ALL SEASONS RESORTS?

A

IT WASN'T THE SAME BECAUSE IT WAS A

DIFFERENT SUBJECT, BUT THERE WAS AN INVESTIGATION DONE,

YES.

YOU FILE ANY ACTIONS OR TAKE ANY STEPS

Q

TRANSACTIONS?

THAT,

A

MR. MOSHENKO: THANK YOU, YOUR HONOR.

AND AS A RESULT OF THAT INVESTIGATION, DID

NO.

THE COURT: CROSS-EXAMINATION.

BY MR.

A

Q

A

I'M FINE.

Q

CROSS-EXAMINATION

TO VOID ANY

THANK YOU.

SHERMAN: Q MR. JOSEPH, GOOD MORNING.

GOOD MORNING, SIR.
HOW ARE YOU?

SLIGHT COLD, TAIL END OF ONE.

OTHER THAN

MR. JOSEPH, I'D LIKE TO PICK UP WHERE

MR. MOSHENKO LEFT OFF.

ON THE STATUS OF AFFAIRS OF FIRST

NATIONWIDE, AS FAR AS LOOKING BACKWARDS IN TIME, THAT'S
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WHAT MR. MOSHENKO WAS REFERRING TO AS FAR AS LOOKING
BACKWARDS AS FAR AS ANY FINANCIAL TRANSACTIONS THAT MAY
HAVE TAKEN PLACE.

DO YOU UNDERSTAND?

A I THINK SO.

Q NOW, AS TRUSTEE OF FIRST NATIONWIDE, YOU'VE
BEEN RESPONSIBLE FOR ENSURING THAT THE DEBTOR'S BUSINESS
TRANSACTIONS PRE-BANKRUPTCY WERE NOT SUBJECT TO BEING
VOIDED OR THAT THEY WERE PROPER; RIGHT?

A I DON'T KNOW IF I SAID THAT.

Q WELL, YOU HAD AS ONE OF YOUR
RESPONSIBILITIES TO TAKE A LOOK BACK IN TIME TO SEE IF
THERE WAS SOME TRANSACTIONS THAT OUGHT TO BE TAKEN -- HAVE
A CLOSER LOOK TAKEN AT THEM; RIGHT?

A THAT'S TRUE.

Q AND YOU REVIEWED FIRST NATIONWIDE'S
TRANSACTIONS IN THE PRE-SEPTEMBER 1996 TIME FRAME WHEN YOU
WERE APPOINTED AS TRUSTEE TO SEE THAT FIRST NATIONWIDE GOT
WHAT IT PAID FOR?

A YES. WE LOOKED AT ALL OF THE DISBURSEMENTS
OVER A CERTAIN AMOUNT FROM THE FIRST NATIONWIDE CASH
CONCENTRATION ACCOUNT.

Q YOU WANTED TO MAKE SURE, AMONG OTHER THINGS,
THAT FIRST NATIONWIDE'S ASSETS PRE-BANKRUPTCY WERE USED FOR
THE BENEFIT OF FIRST NATIONWIDE?

A YES, OR TO PAY DEBTS THAT FIRST NATIONWIDE
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OWED.

Q RIGHT.

YOU WANTED TO MAKE SURE THAT FIRST
NATIONWIDE'S ASSETS PRE-BANKRUPTCY WEREN'T USED TO PAY
DEBTS OF OTHER NOVELLI COMPANIES?

A SOME NOVELLI COMPANIES HAD GUARANTEED --
FIRST NATIONWIDE HAD GUARANTEED OR WAS AN ACTUAL MAKER OF
OBLIGATIONS OF OTHER NOVELLI COMPANIES.

Q AND YOU'VE DISCUSSED SOME OF FIRST
NATIONWIDE'S PAST ACTIVITIES WITH FIRST NATION -- SOME OF
FIRST NATIONWIDE'S CREDITORS; RIGHT?

A FIRST NATIONWIDE'S ACTIVITIES WERE DISCUSSED
WITH THE CREDITORS COMMITTEE IN FIRST NATIONWIDE, YES.

Q RIGHT.

I MEAN, THERE WAS AN ATTORNEY IN NEW ORLEANS
BY THE NAME OF DOUGLAS DRAPER WHO YOU'VE SPOKEN WITH;
RIGHT?

A INDEED.

Q MR. DRAPER WAS AN ATTORNEY WHO REPRESENTED
AN INDIVIDUAL BY THE NAME OF JIM PATTON, WHO HAD SOLD A
PARK IN FLORIDA CALLED "SALT SPRINGS" TO FIRST NATIONWIDE;
RIGHT?

A I'M NOT SURE WHETHER HE SOLD THE PARK OR
WHETHER HE SOLD THE STOCK IN A SUBSIDIARY THAT OWNED THE
PARK TO FIRST NATIONWIDE.

Q ONE OR THE OTHER?
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A PARDON ME?

Q IT WAS ONE OR THE OTHER?

A I THINK IT WAS THE LATTER.

Q OKAY. BUT YOU KNEW THAT THIS DRAPER FELLOW,

THIS DRAPER ATTORNEY, WAS INVOLVED BECAUSE OF MR. PATTON'S
SALE OF SOME ASSETS TO FIRST NATIONWIDE?

A YES. I BELIEVE MR. PATTON CLAIMED THAT
FIRST NATIONWIDE WAS INDEBTED TO HIM, AND THAT IS WHY I HAD
CONTACT WITH MR. DRAPER.

Q AND AMONG YOUR CONTACTS WITH MR. DRAPER, YOU
WROTE HIM A LETTER ABOUT FIRST NATIONWIDE'S TRANSACTIONS?

A I MAY WELL HAVE.

Q I'D LIKE TO SHOW TO THE WITNESS EXHIBIT 203,
PLEASE.

MAY I APPROACH, YOUR HONOR?
NOW, THIS DOCUMENT, EXHIBIT 203, IS A LETTER

THAT YOU WROTE TO DOUGLAS DRAPER?

A YES. BUT I WROTE TO HIM IN HIS CAPACITY AS
COUNSEL FOR THE CREDITORS COMMITTEE, NOT AS MR. PATTON'S
ATTORNEY.

Q AND THE LETTER REFERENCES A TELEPHONE
MEETING THAT YOU HAD WITH MR. DRAPER?

A YES.

Q AND THE LETTER ALSO ENCLOSED A LIST OF
DISBURSEMENTS THAT YOUR STAFF HAD PREPARED UNDER YOUR

DIRECTION?
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A YES.

Q AND THIS LIST OF DISBURSEMENTS OF FIRST
NATIONWIDE THAT YOU'D HAD YOUR STAFF PREPARE UNDER YOUR
DIRECTION WAS PART OF WHAT MR. MOSHENKO AND YOU REFERRED TO
EARLIER AS THE REVIEW PROCESS?

A PART OF IT.

Q PART OF THE REVIEW PROCESS.

NOW, FIRST NATIONWIDE, MR. JOSEPH, THEY

DIDN'T OWN ANY BOATS OR YACHTS, DID THEY?

A NOT THAT I KNOW OF, NO.

Q THEY DIDN'T HAVE ANY YACHTS, DID THEY?

A NOT THAT I WAS AWARE OF, NO.

MR. SHERMAN: NOW, THIS -- I'D LIKE TO MOVE EXHIBIT

203 INTO EVIDENCE, YOUR HONOR.

MR. MOSHENKO: RELEVANCE. 352. ARE WE GOING TO
ANALYZE 3,000 CHECKS?

MR. SHERMAN: YOUR HONOR, MR. MOSHENKO AND THE
WITNESS JUST GOT THROUGH DISCUSSING THE ISSUE OF THE
PROPRIETY OF PAST TRANSACTIONS.

THE COURT: I'LL ALLOW IT.

(WHEREUPON, EXHIBIT NO. 203, LETTER FROM

JAMES JOSEPH TO DOUGLAS DRAPER, WAS RECEIVED IN EVIDENCE.)

BY MR. SHERMAN: Q SO WHAT WE HAVE UP ON THE
BOARD, THEN, MR. JOSEPH, IS THE LETTER THAT YOU SENT TO THE
ATTORNEY WHO HEADED UP THE CREDITORS COMMITTEE; IS THAT IT?

A YES. HE WAS ONE OF THE ATTORNEYS.
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0 ONE OF THE ATTORNEYS.
AND LET'S GO TO EXHIBIT -- EXCUSE ME.
PAGE --
THE COURT: DOES THAT SAY "NEW ORLEANS,
CALIFORNIA"?
JUROR 18: 1IT DOES.
BY MR. SHERMAN: Q YEAH. THAT WAS A MISTAKE,

MR. JOSEPH?

A YES.

Q WE ALL MAKE MISTAKES?

A BUT THE ZIP CODE IS CORRECT.

Q OKAY. BUT LET'S GO TO -- IT'S ARABIC PAGE

13 ON THE COMPUTER. IT'S 203-14.
NOW, THIS IS ONE PAGE OF THE DISBURSEMENTS

THAT YOU HAD YOUR STAFF PREPARE?

A YES.
Q AND IF YOU GO DOWN, OH, YOU'LL SEE A
REFERENCE TO "LIDO YACHT ANCHORAGE." IT IS ABOUT 15

ENTRIES FROM THE BOTTOM. IF WE CAN HIGHLIGHT THAT ONCE YOU

FIND IT.
A WHAT PAGE ARE WE ON?
Q WE'RE ON -- IT HAS PAGE NUMBER 13 AT THE
BOTTOM.
DO YOU SEE THAT, MR. JOSEPH?
A YES.

Q OKAY. THAT WAS SOME DISBURSEMENT THAT WAS
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MADE, IT LOOKS LIKE, MARCH 31, 1995, BY FIRST NATIONWIDE TO
SOME YACHT FACILITY; IS THAT CORRECT?

A IT APPEARS TO BE A DISBURSEMENT OF $2579 TO
LIDO YACHT ANCHORAGE.

Q AND DURING THE COURSE OF YOUR REVIEW OF THE
DEBTOR'S PAST TRANSACTIONS, YOU DID BECOME AWARE OF
PAYMENTS BEING MADE TO THE ORANGE COAST YOUTH FACILITY, AS
WELL, DIDN'T YOU?

A IF IT'S HERE, I DID.

Q WELL, LET'S -- WITHOUT WITH REGARD TO

WHETHER IT'S ON HERE OR NOT, I'M ASKING --

A NO, I DON'T REMEMBER.

Q YOU DON'T REMEMBER?

A NO.

Q OKAY. DID YOU EVER -- DID FIRST NATIONWIDE

OWN ANY AIRPLANES?

A I DON'T BELIEVE IT DID, NO.

Q DID FIRST NATIONWIDE USE AIRPLANES FOR ITS
BUSINESS? I'M NOT TALKING ABOUT SOUTHWEST AIRLINES OR
SOMETHING.

A I THINK AT SOME TIME PRIOR TO MY
APPOINTMENT, FIRST NATIONWIDE DID USE AIRCRAFT FOR CERTAIN
BUSINESS MATTERS.

Q BUT THEY WEREN'T IN THE AIRLINE BUSINESS?

A FIRST NATIONWIDE WAS NOT; ALTHOUGH, FIRST

NATIONWIDE HAD GUARANTEED, AS I UNDERSTAND IT, THE DEBTS OF
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THE NOVELLI ENTITY CALLED "PRESIDENTIAL AIR." IF IT HADN'T
GUARANTEED THEM, IT WAS A CO-MAKER OF THE OBLIGATIONS TO
CREDITORS OF PRESIDENTIAL AIR.

Q DID YOU EVER LEARN IF FIRST NATIONWIDE
LEASED AN AIRPORT HANGER?

A AGAIN, I DON'T KNOW WHETHER FIRST NATIONWIDE
DID DIRECTLY. I BELIEVE THAT FIRST NATIONWIDE HAD EITHER
GUARANTEED DEBTS OF PRESIDENTIAL AIR OR WAS PRIMARILY
OBLIGATED FOR DEBTS OF PRESIDENTIAL AIR.

Q NOW, THESE GUARANTEES OF DEBTS OF
PRESIDENTIAL AIR, MR. JOSEPH, WHAT DID THAT HAVE TO DO WITH
RUNNING A RESORT BUSINESS?

A I'M NOT SURE WHAT IT HAD TO DO WITH. BUT I
CAN TELL YOU THAT CREDITORS OF PRESIDENTIAL AIR SAT ON THE
CREDITORS COMMITTEE OF FIRST NATIONWIDE RESORT, BECAUSE
APPARENTLY A LOT OF THE TRANSACTIONS HAVING TO DO WITH
PRESIDENTIAL AIR HAD BEEN GUARANTEED BY FIRST NATIONWIDE.

Q OKAY. SO PRESIDENTIAL AIR WAS AN AIRLINE?

A I THINK IT WAS AN ATTEMPT -- AN ATTEMPT TO A

CHARTER AIRLINE, YES.

Q THIS WAS AN AIRLINE THAT MR. NOVELLI TRIED
TO FORM?

A I KNOW HE WAS INVOLVED IN IT, YES.

Q AND THE AIRLINE FAILED?

A I BELIEVE IT DID.

Q EXHIBIT 374 -- BEFORE I PUT THAT UP ON THE
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SCREEN, OBVIOUSLY, COUNSEL, HERE IS 374.

MAY I APPROACH, YOUR HONOR?

MR. JOSEPH, I PLACE BEFORE YOU THE DOCUMENT
THAT'S BEEN MARKED AS EXHIBIT 374.

A IS THIS THE PETITION IN THE FIRST NATIONWIDE
CASE?

Q THAT'S WHAT I THINK IT IS. COULD YOU
CONFIRM THAT, PLEASE?

A IT'S NOT SOMETHING I EVER PREPARED. IT
APPEARS TO BE, THOUGH.

Q AND WHEN YOU SAY IT APPEARS TO BE THE
PETITION, THIS APPEARS TO BE THE BANKRUPTCY PETITION THAT
FIRST NATIONWIDE FILED WITH THE UNITED STATES BANKRUPTCY
COURT ON MAY 24, 1996, STARTING THIS FIRST NATIONWIDE CASE
THAT YOU ULTIMATELY GOT APPOINTED TRUSTEE?

A YES. ALTHOUGH, I WAS NOT IN OFFICE AT THE
TIME THIS WAS DONE.

Q AGREED.

BUT WHEN YOU BECAME TRUSTEE IN SEPTEMBER
1996, THIS WOULD HAVE BEEN ONE OF THE DOCUMENTS THAT YOU
WOULD HAVE HAD ACCESS TO?

A IT'S A PUBLIC DOCUMENT, SIR. EVERYONE HAS
ACCESS TO IT.

Q AND YOU AS A TRUSTEE IN PARTICULAR WOULD
HAVE HAD SOME INTEREST IN THIS DOCUMENT?

A YES.
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0 AND YOU SEE THERE'S ON THE SECOND PAGE THE
SIGNATURE OF MR. HANS SCHULZ AS PRESIDENT OF FIRST
NATIONWIDE?

A I SEE.

MR. SHERMAN: YOUR HONOR, I'D LIKE TO MOVE EXHIBIT
374 INTO EVIDENCE.

MR. SHAW: OBJECTION, YOUR HONOR. IT LACKS
FOUNDATION OF THIS WITNESS. THERE MAY BE OTHER WITNESSES.
IT LACKS FOUNDATION OF THIS WITNESS, AND IT'S HEARSAY.

MR. SHERMAN: WE HAVE A CERTIFIED COPY OF THIS.
IT'S A SELF-AUTHENTICATING DOCUMENT.

MR. SHAW: YOUR HONOR, JUST BECAUSE IT'S CERTIFIED
DOESN'T MEAN IT'S SELF-AUTHENTICATING.

THE COURT: I'LL TAKE IT UNDER SUBMISSION.

MR. SHERMAN: LET'S PUT IT UP ON THE BOARD.

Q AND, MR. JOSEPH, THAT'S THE FIRST PAGE OF

THE PETITION FILED BY FIRST NATIONWIDE; IS THAT RIGHT?

A YES. THAT'S WHAT IT LOOKS LIKE TO ME.
Q NOW, LET'S GO TO THE PAGE -- SIX PAGES IN.
ON THE TOP IT HAS -- THE NEXT PAGE, PLEASE.

YOU'VE GOT UP ON THE BOARD A PAGE THAT AT
THE VERY TOP -- IF YOU CAN JUST HIGHLIGHT THAT, MIKE, THE
VERY TOP.

SEE "NAME OF CREDITOR" AND "COMPLETE MAILING
ADDRESS," AND THEN THE NAME AND TELEPHONE NUMBER AND NATURE

OF THE CLAIM AND SO FORTH; DO YOU SEE THAT, MR. JOSEPH?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

1912

A YES. IT'S DIFFICULT FOR ME TO READ THE TOP

COLUMNS, BUT I SEE THEM.

Q YOU HAVE THAT SAME COPY IN FRONT OF YOU, SIR?
A YES, I DO NOW.
Q OKAY. AND YOU'LL SEE -- THIS IS CALLED A

BANKRUPTCY SCHEDULE; RIGHT?

A NO.

Q WELL, WHAT IS IT CALLED?

A I BELIEVE THIS IS THE LIST OF THE 10 LARGEST
CREDITORS.

Q I SEE. OKAY. SO THIS --

A THIS DOCUMENT IS NOT ANY PART OF A SCHEDULE.

Q THANK YOU.

THIS IS A LIST OF CREDITORS THAT THE DEBTOR
FILES WHEN THEY FILE THEIR BANKRUPTCY PETITION?

A IN A CHAPTER 11 CASE, ONE OF THE
REQUIREMENTS IS A LIST OF THE 10 LARGEST UNSECURED
CREDITORS, YES.

Q OKAY. AND YOU'LL SEE AT THE BOTTOM THIS
DOCUMENT IS SIGNED BY THE PRESIDENT, HANS SCHULZ, OF FIRST
NATIONWIDE UNDER PENALTY OF PERJURY?

A COUNSEL, I SAID 10 LARGEST. THIS INDICATES
IT'S THE 20 LARGEST. I THINK THAT'S A MORE ACCURATE
STATEMENT.

Q CAN YOU SEE THE SIGNATURE OF THE PRESIDENT

OF FIRST NATIONWIDE, HANS SCHULZ?
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A THAT'S WHAT IT PURPORTS TO BE, YES.

Q NOwW, JUST ABOVE THAT YOU SEE THERE ARE TWO
CREDITORS ITEMIZED THERE. ONE CREDITOR IS I.N.G.; DO YOU
SEE THAT REFERENCE?

A YES.

Q AND I.N.G. IS AN INTERNATIONAL FINANCE FIRM
BASED IN EUROPE THAT MAKES LOANS TO BUSINESSES; RIGHT?

A MY UNDERSTANDING IS IT'S BASICALLY A DUTCH
COMPANY INVOLVED IN FINANCE AND LEASING.

Q AND YOU LEARNED AT SOME POINT THAT FIRST
NATIONWIDE HAS OWED SUBSTANTIAL SUMS OF MONEY TO THIS
I.N.G. COMPANY?

A THAT IS WHAT WAS CLAIMED. AN ATTORNEY FOR
I.N.G. SAT ON THE COMMITTEE, CREDITORS COMMITTEES, ON THE
FIRST NATIONWIDE CASE.

Q BECAUSE I.N.G. HAD LOANED PRESIDENTIAL AIR
SUBSTANTIAL SUMS OF MONEY SO THAT PRESIDENTIAL AIR COULD GO
OUT AND BUY BOEING 757 AIRPLANES?

A I SUSPECT THEY WERE LEASED, NOT BOUGHT.

Q MY MISTAKE.

SO THAT PRESIDENTIAL AIR COULD GO OUT AND
LEASE BOEING 757 AIRPLANES?

A AGAIN, COUNSEL, AS I RECALL, THE COUNSEL FOR
I.N.G. BELIEVED THAT FIRST NATIONWIDE WAS A PRIMARY OBLIGOR
ON THOSE LEASES -- THAT IT ENTERED INTO THOSE LEASES. HERE

IT SAYS, "GUARANTEE." THEY MIGHT HAVE GUARANTEED THEM. I
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THOUGHT COUNSEL FOR THIS COMPANY INDICATED THAT THEY HAD A
DIRECT CONTRACTUAL OBLIGATION TO FIRST NATIONWIDE.

Q I DON'T WANT TO DWELL ON WHETHER IT WAS
DIRECT OR GUARANTEE. THE FACT IS THAT I.N.G., A DUTCH
FINANCING COMPANY, LOANED FOR LEASING SUBSTANTIAL SUMS OF
MONEY TO NOVELLI COMPANIES TO ASSIST IN THE LEASING OF
BOEING 757 AIRCRAFT?

A I'M SORRY. I THINK IT LEASED AIRCRAFT. I

WASN'T AWARE IT HAD MADE A LOAN OF MONEY.

Q I.N.G. LEASED AIRCRAFT?

A THAT WAS MY UNDERSTANDING.

Q I.N.G. LEASED AIRCRAFT TO NOVELLI COMPANIES?
A THAT WAS MY UNDERSTANDING, YES.

Q I.N.G. LEASED BOEING 757 AIRCRAFT TO NOVELLI

COMPANIES THAT WERE IN THE CAMPGROUND BUSINESS?

A FIRST NATIONWIDE WAS IN THE CAMPGROUND
BUSINESS, YES.

Q AND YOU'LL SEE THE NEXT ENTRY ON THE 20
LARGEST CREDITORS AS WORLD FUEL IN MIAMI, FLORIDA?

A YES.

Q AND WORLD FUEL IS IN THE BUSINESS OF
SUPPLYING FUEL TO OPERATORS OF JET PLANES?

A IF YOU SAY SO, SIR, I BELIEVE YOU.

Q WELL, AS TRUSTEE DID YOU LEARN THAT WORLD
FUEL WAS IN THAT BUSINESS?

A I ASSUMED IT HAD SOMETHING TO DO WITH



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

AVIATION FUEL.

JETS, I DON'T KNOW.

Q

WORLD FUEL IS NOT A PROPANE SUPPLIER FOR

CAMPGROUNDS, OBVIOUSLY.

A

Q

A

Q

THAT I DON'T KNOW.

EXHIBIT 375, PLEASE.

MAY I APPROACH,

YOUR HONOR?

COUNSEL, MAY I PUT THE PETITION ASIDE?

YES. YES. THANK YOU, MR. JOSEPH.

MAY I PUT THE CHECK REGISTER ASIDE?

I'M GOING TO WANT TO COME BACK TO THAT.

WANT TO COME BACK TO THAT.

A

Q

A

Q

THIS TIME.

A

AFFAIRS.

ACTUALLY SAYS,

Q

IF YOU CAN GIVE
SURE.
YOU HAVE 375 IN
YES.
NOW, 375 ARE —-

375 ARE SCHEDULES?

ME A SECOND.

FRONT OF YOU?

I THINK I'LL GET IT RIGHT

THEY ARE SCHEDULES AND STATEMENT OF

I'M SORRY. THERE ARE CERTAIN SCHEDULES. IT

"AMENDMENT TO CERTAIN SCHEDULES."

1915

WHETHER IT WAS PRIMARILY OR EXCLUSIVELY FOR

I

AND THESE ARE DOCUMENTS THAT THE DEBTOR IN A

BANKRUPTCY CASE FILES TO LIST CERTAIN ASSETS OR

LIABILITIES, THINGS LIKE THAT?

A

NO. THIS PARTICULAR DOCUMENT SAYS,

"AMENDMENT TO SCHEDULES D, E, F AND G. NONE OF THOSE
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SCHEDULES ARE ASSET SCHEDULES. THOSE ARE DEBT SCHEDULES.

Q OKAY. LET'S TAKE A LOOK AT SCHEDULE G,
WHICH IS FOUR PAGES IN -- WELL, BEFORE WE DO THAT, YOU'VE
SEEN THESE SCHEDULES?

A I'M SURE I HAVE.

MR. SHERMAN: I'D LIKE TO MOVE EXHIBIT 375 INTO
EVIDENCE.

MR. SHAW: SAME OBJECTION. FOUNDATION.

THE COURT: UNDER SUBMISSION.

BY MR. SHERMAN: Q LET'S PUT IT UP ON THE BOARD,
PLEASE, THE FIRST PAGE.

THIS IS WHAT THE FIRST PAGE OF EXHIBIT 375

LOOKS LIKE, MR. JOSEPH. IT'S UP ON THE BOARD.

A THE FIRST PAGE, YES. I SEE THAT.

Q OKAY. NOW, LET'S GO TO FOUR PAGES INTO IT.
IT SAYS, "DEBTOR HEREBY AMENDS ITS SCHEDULE G TO INCLUDE
THE FOLLOWING."

DO YOU SEE THAT UP AT THE TOP?

A YES.

Q AND THEN IT LISTS CERTAIN PARTIES TO LEASES
OR CONTRACTS?

A YES.

Q AND FIVE ENTRIES DOWN THERE'S "OLEN PROPERTY
SERVICES CORP"; DO YOU SEE THAT ONE?

A YES.

Q BY THE WAY, THESE WERE SCHEDULES THAT WERE
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FILED WITH THE U.S. BANKRUPTCY COURT BY FIRST NATIONWIDE;
RIGHT?

A THAT'S MY ASSUMPTION.

Q AND THEN THEY DESCRIBE THE CONTRACT THAT
THEY'RE A PARTY TO; RIGHT?
A SCHEDULE G IS SUPPOSED TO LIST EXECUTOR
CONTRACTS WHICH EXIST BETWEEN THE DEBTOR AND THIRD PARTIES.
Q AND ONE OF THE CONTRACTS THAT EXISTED
BETWEEN FIRST NATIONWIDE AND THIRD PARTIES HAD TO DO WITH
OLEN PROPERTY SERVICES CORPORATION?

A THAT'S WHAT'S INDICATED HERE, YES.

Q AND THE NATURE OF THE CONTRACT OR LEASE IS
THAT IT WAS OFFICE SPACE AND AN ATIRCRAFT HANGAR LEASE WHERE
THE DEBTOR IS THE LESSEE?

A YES.

Q AND, AGAIN, THIS WAS FOR THE JET AIRCRAFT

THAT WERE LEASED?

A I'M SORRY?

Q THIS IS FOR THE JET AIRCRAFT THAT WERE
LEASED?

A THAT I DON'T KNOW. ALL I KNOW HERE IS THE

DEBTOR IS INDICATING THAT IT IS A PARTY TO AN AIRCRAFT
HANGAR LEASE IN LONG BEACH.

Q OKAY. BUT THIS AIRCRAFT HANGAR HAD NOTHING
TO DO WITH MEMBERS' USE OF CAMPGROUNDS?

A I DON'T THINK IT HAD TO DO WITH THE
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CAMPGROUND OPERATION, NO.

Q AND THIS PRESIDENTIAL AIR, MR. JOSEPH, THEY
HAD RUN UP A LOT OF DEBTS BEFORE THEY FAILED?

A I THINK THAT'S A FAIR STATEMENT.

Q LET'S GO BACK TO THE CHECK REGISTER, EXHIBIT
203, AND, IN PARTICULAR, ON THAT CHECK REGISTER IT'S MARKED
AT THE BOTTOM PAGE 6. PAGE 6. THE COMPUTER, IT'S 203-7.

DO YOU HAVE PAGE NUMBER 6 THERE, MR. JOSEPH,

IN FRONT OF YOU?

A YES, I DO.

Q AND YOU SEE THERE'S A REFERENCE -- TAKE A
LOOK IN THE LEFT-HAND COLUMN UNDER THE RESORT THAT SAYS

CYPRESS, C-Y-P-R-E-S-S. IT'S ABOUT 20 ENTRIES OR SO FROM

THE BOTTOM.
DO YOU SEE THAT?

A WELL, THERE'S SEVERAL CYPRESS ENTRIES ON
THIS PAGE.

Q THE ONE AT THE BOTTOM.

A GOING UP FROM THE BOTTOM, THE FIRST CYPRESS
ENTRY?

Q YES.

A OKAY. YES, I SEE IT.

Q OKAY. AND SO THIS REPRESENTS A DISBURSEMENT

MADE BY FIRST NATIONWIDE; IS THAT RIGHT?
A WELL, IT REPRESENTS A DISBURSEMENT MADE FROM

A FIRST NATIONWIDE BANK ACCOUNT.
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FOR CYPRESS?

A

Q

CYPRESS?

A

TO.

Q

IS THAT RIGHT?

A

Q

A

Q

1919

AND THE FIRST NATIONWIDE BANK ACCOUNT WAS

SORRY?

THE FIRST NATIONWIDE BANK ACCOUNT WAS FOR

I'M NOT SURE THAT'S TRUE.
UNDER "RESORT," YOU SEE THE RESORT LISTING?

I THINK THAT'S THE RESORT IT WAS ATTRIBUTED

OH, OKAY. AND THIS IS A PURCHASE OF FUEL;

THAT'S WHAT IT SAYS, YES.
OF $18007
YES.

AND DID YOU EVER MAKE INQUIRY AS TO WHY THIS

CYPRESS RESORT WAS PURCHASING $1800 OF FUEL IN FEBRUARY

19962

A

$1800 OF FUEL COULD WELL HAVE BEEN RETAINED

SUPPLIES OR SOME SUPPLIES LIKE THAT. IT DIDN'T SEEM LIKE

YOU'D FILL UP A JET AIRPLANE WITH $1800.

Q

A

Q

A

DID YOU EVER MAKE INQUIRY?

NO.

WHY THAT DISBURSEMENT WAS PAID?

NO. I THINK I MADE AN ASSUMPTION WITH

RESPECT TO THAT PURCHASE.

Q

AND LET'S GO TWO PAGES BEFORE THAT.
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CASH, JET FUEL.
A
Q
A

RESORT?

1920

WHAT PAGE, SIR?

IT SAYS PAGE 4 ON IT, ACTUALLY. PAGE 4.
IT'S 203-5 FOR YOU, MIKE.

AND, OH, THIS ONE -- PROBABLY THE EASIEST

IS IF I ASK YOU TO LOOK UNDER THE PAYEE FOR

I'M SORRY, I CAN'T --
ABOUT 15 ITEMS FROM THE BOTTOM.

WHAT -- DOES IT SHOW A FIRST NATIONWIDE

MR. SHERMAN: MAY I APPROACH?

THE COURT: YOU MAY APPROACH.

BY MR.

SHERMAN: Q RIGHT HERE. OKAY. THANK YOU.

SO I'VE DIRECTED YOU TO THIS DISBURSEMENT

CASH; DO YOU SEE THAT?

A

Q

A

Q

MANAGEMENT?

A

Q

BANKRUPTCY?

A

I SEE IT.

AND IT'S FOR JET FUEL?
YES.

AND IT WAS FOR $2,750?
YES.

AND IT WAS MADE BY FIRST NATIONWIDE RESORT

YES.

AND IT WAS MADE FOUR DAYS BEFORE THEY FILED

OKAY.
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0 DID YOU INQUIRE ABOUT FIRST NATIONWIDE'S
PURCHASE OF $2700 WORTH OF JET FUEL IN CASH BEFORE -- DAYS
BEFORE IT FILED FOR BANKRUPTCY?

A $2700 DISBURSEMENT? I DON'T THINK I DID.

Q HOW ABOUT GOING TO PAGE NUMBER 15,

MR. JOSEPH, PAGE NUMBER 15 OF THAT SAME EXHIBIT 203. AND
THERE I WANT TO ASK YOU ABOUT ENTRIES TO THE COMPANY CALLED
"PHOENIX FUEL." IT'S ABOUT 10 OR 12 FROM THE BOTTOM.

YOU SEE THERE ARE TWO ENTRIES THERE TO
PHOENIX FUEL?

A YES.

Q AND YOU SEE THOSE PAYMENTS WERE MADE, ONE
OUT OF FIRST NATIONWIDE AND ONE OUT OF THE CYPRESS PARK
ACCOUNT; RIGHT?

A YES.

Q AND ONE PAYMENT WAS MADE ON FEBRUARY 16,

'96, AND ONE PAYMENT WAS MADE ON MARCH 7, '967?

A YES.

Q AND THOSE TWO PAYMENTS TOTALED $52,500 FOR
FUEL?

A YES.

Q DID YOU MAKE INQUIRY AS TO WHAT THESE RESORT

CAMPGROUNDS WERE DOING PURCHASING $52,000 WORTH OF FUEL?
A YES.
Q AND WHAT WAS -- WHAT WERE YOU TOLD?

A WELL, RESORT CAMPGROUNDS, THE LARGER ONE WAS
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FIRST NATIONWIDE RESORT MANAGEMENT.
AM I MISUNDERSTANDING YOU?
Q IF THAT'S WHAT IT IS.
A YOU TELL ME. I THOUGHT YOU TOLD ME TO
DIRECT MY ATTENTION TO THE TWO PHOENIX FUEL PURCHASES. DID
YOU?
Q YES. MR. JOSEPH, LET ME ASK YOU A DIFFERENT
QUESTION.
WAS FIRST NATIONWIDE RESORT MANAGEMENT
BUYING JET FUEL FOR PLANES?
A I BELIEVE IT WAS.
Q AND WAS FIRST NATIONWIDE'S PURCHASE OF JET
FUEL FOR AIRPLANES BENEFITTING ITS CAMPGROUND MEMBERS?
A THAT I CAN'T SAY. MY BELIEF WAS AND I THINK
THE CREDITOR COMMITTEE'S UNDERSTANDING WAS THAT FIRST
NATIONWIDE RESORT WAS ESSENTIALLY LIKE A CO-OPERATOR OF
PRESIDENTIAL AIR. IT GUARANTEED ITS DEBTS FOR THE
EQUIPMENT LEASES, AND IT HAD GUARANTEED FUEL PURCHASES OR
WAS MAKING THEM DIRECTLY AND, IN FACT, HAD DIRECTLY ENTERED
INTO A LEASE WITH THE HANGAR IN LONG BEACH AS YOU'VE JUST
POINTED OUT TO ME.
SO IT APPEARED TO ME AND IT APPEARED TO THE
COMMITTEE THAT FIRST NATIONWIDE RESORT MANAGEMENT AS AN
ENTITY WAS IN FACT GUARANTEEING OR OBLIGATING ITSELF FOR
OBLIGATIONS OF THE PRESIDENTIAL AIR OPERATION.

Q AND ON THAT SAME PAGE, MR. JOSEPH, THERE ARE
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MANY DISBURSEMENTS MADE WHERE THE PAYEE IS SHOWN AS
PRESIDENTIAL AIR?
A INDEED.
Q NOW, LET'S GO TO THE NEXT PAGE OF THE
DISBURSEMENT SCHEDULE.
CAN YOU BLOW UP THE BOTTOM, MIKE?
OKAY. YOU SEE THERE ARE SOME -- YOU SEE
THERE ARE THREE ENTRIES WHERE THE PAYEE IS ROBERT MITCHELL?
A YES.
Q AND YOU SEE THE PAYMENTS THAT FIRST
NATIONWIDE WAS MAKING TO ROBERT MITCHELL?
A YES.
Q AND FIRST NATIONWIDE MADE THREE DIFFERENT

PAYMENTS TO ROBERT MITCHELL?

A YES.

Q TOTALING OVER $10,000?

A YES.

Q OVER A SEVEN-MONTH PERIOD OF TIME?

A YES.

Q IN 19952

A YES.

Q DID FIRST NATIONWIDE ALSO OPERATE A
CEMETERY?

A FIRST NATIONWIDE TO MY UNDERSTANDING AT ONE

POINT WAS ATTEMPTING TO PURCHASE A CEMETERY.

Q AND FIRST NATIONWIDE MADE PAYMENTS ON



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

1924

ACCOUNT OF THAT INTEREST?

A I RECALL SOME OF THE PAYMENTS BEING
INDICATED AS THAT, YES.

Q NOW, DID FIRST NATIONWIDE EVER OPERATE ANY

RESORTS IN MEXICO?

A I DON'T BELIEVE FIRST NATIONWIDE DIRECTLY
DID, NO.

0 WHAT ABOUT INDIRECTLY?

A I THINK IT MAY HAVE. I THINK IT HAD SOME

KIND OF CONNECTION TO -- WITH A CAMPGROUND IN MEXICO
SOMEWHERE IN BAJA, UPPER BAJA, CALIFORNIA.

Q NOW, LET'S TURN TO PAGE NUMBER 2 OF THE
DISBURSEMENT SCHEDULE.

AND, MIKE, IF YOU COULD JUST -- I'M SORRY.
MINE SAYS 203-27. YOURS SAYS 203-3. MY ERROR, I'M SURE.

A I CAN'T READ THAT.

Q NO. I UNDERSTAND. I'M JUST TRYING TO
SYNCHRONIZE WITH MR. HAHN OVER HERE, WHO I WOULD BE LOST
WITHOUT.

IS THAT PAGE 2, AS WELL? MAY I APPROACH TO
TRY TO LOCATE THAT ONE, YOUR HONOR? THANK YOU.
IT IS THE LAST PAGE.
NOW, YOU'LL SEE ON THAT PAGE 2, THESE ARE
ALSO DISBURSEMENTS; RIGHT?
A YES.

Q DISBURSEMENTS MADE BY FIRST NATIONWIDE?
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A THEY WERE MADE OUT OF AN ACCOUNT WITH THE

FIRST NATIONWIDE NAME ON IT.

MR. SHERMAN: AND IF -- MIKE, IF YOU COULD BLOW UP
MAYBE THE FIRST -- OR ZOOM IN ON THE FIRST 10 OR 20.
NOW, THERE'S A REFERENCE -- CAN YOU EXPAND

IT ANYMORE, ZOOM IN ANYMORE PERHAPS?
OKAY. NO. FINE. NO.
Q THERE'S A REFERENCE TO A PAYMENT TO MERCEDES
ON SEPTEMBER 7, '95, OF $2,178.10; DO YOU SEE THAT?
A YES.
Q AND UNDERNEATH THAT IN OCTOBER, NOVEMBER AND
THEN IN AUGUST THERE ARE OTHER PAYMENTS TO MERCEDES; DO YOU
SEE THAT?
A WELL, THERE ARE PAYMENTS TO A
MERCEDES GONSALVAS AND RIVA PALACIO?
Q RIGHT.
AND THEN UNDERNEATH THOSE PAYMENTS TO

MERCEDES GONSALVAS AND RIVA PALACIO, THERE'S A WIRE TO

MEXICO?

A YES.

Q AND THEN THERE'S A TRANSFER, MEXICO-RAY;
RIGHT?

A YES.

Q AND ANOTHER TRANSFER, MEXICO-RAY?

A YES.

Q DO YOU SEE THAT?
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A I DO.

Q AND THEN A THIRD MEXICO-RAY; RIGHT?

A YES.

Q AND DID YOU EVER LEARN THAT -- WHETHER

MR. NOVELLI OWNED A MANSION IN MEXICO?

A I WAS TOLD HE OWNED A HOUSE IN -- SOMEWHERE

ON THE PACIFIC COAST. I'VE NEVER HEARD IT DESCRIBED AS A

MANSION.

Q AND DID YOU EVER LEARN WHETHER MR. NOVELLI

WOULD VISIT THAT HOME IN MEXICO WITH ONE OF THE JET PLANES?

A I BELIEVE HE DID.

Q AND DID YOU EVER INQUIRE AS TO WHETHER THESE

PAYMENTS TO MERCEDES WERE PAYMENTS ON ACCOUNT OF THAT HOME

IN MEXICO?
A MY UNDERSTANDING WAS THEY WERE.
Q AND THIS HOME IN MEXICO THAT YOU LEARNED

ABOUT, THIS WAS NOT FOR USE BY THE FIRST NATIONWIDE
CAMPGROUND MEMBERS, WAS IT?

A I DON'T THINK IT WAS FOR USE BY THE MEMBERS,
NO.

Q I'D LIKE TO TURN TO WHERE MR. MOSHENKO LEFT
OFF YESTERDAY, EXHIBIT 1719. CAN WE PUT THAT UP ON THE
BOARD.

A ARE WE FINISHED WITH THIS?

ARE WE FINISHED WITH THIS?

Q YES, WE ARE. EXHIBIT 1719 --
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A DO YOU WANT ME TO GET THAT IN FRONT OF ME?
Q YES, THANK YOU.
YOU KNOW WHAT? I HAVE A COPY OF IT.
MAY I APPROACH, YOUR HONOR?
THE COURT: YOU MAY.
BY MR. SHERMAN: Q NOW, THIS EXHIBIT 1719 CONSISTS
OF YOUR LAWYER'S LETTER TO COAST TO COAST AND COAST TO

COAST'S RESPONSE BACK?

A IN THE ALL SEASONS CASE.

Q YES.

A YES.

Q AND FOCUSING NOW ON YOUR LAWYER'S LETTER TO

COAST TO COAST, MR. JOSEPH, WE CAN AGREE THAT YOUR LETTER
OF JANUARY 30, 1992 DID NOT ACCUSE COAST AS BEING THE ONE
WHO WAS ALLEGEDLY SENDING OUT ANY LIST OF ANYONE'S MEMBERS?

MR. MOSHENKO: OBJECTION. THE DOCUMENT SPEAKS FOR
ITSELF.

THE COURT: OVERRULED.

THE WITNESS: NOT BY ITS VERY TERMS, NO.

BY MR. SHERMAN: Q AND YOU HAVE NO PERSONAL
KNOWLEDGE OF COAST TO COAST HAVING SENT OUT ANY MEMBER LIST

INVOLVING ALL SEASONS IN 1992 TO ANYONE?

A PERSONAL KNOWLEDGE?
Q PERSONAL KNOWLEDGE.
A AS DISTINGUISHED FROM WHAT I WAS TOLD BY

PEOPLE, YOU'RE CORRECT.
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0 YOU'VE NEVER CONFIRMED FOR A FACT THAT COAST
SENT OUT ANY LIST OF ANYONE'S MEMBERS IN 1992°?

A IN MY VIEW, COUNSEL, THE COAST TO COAST
RESPONSE WAS CONFIRMATION.

Q IN 1992 ALL SEASONS PARKS WERE COAST TO
COAST AFFILIATED PARKS IN THE COAST SYSTEM; RIGHT?

A THAT I BELIEVE TO BE CORRECT.

Q AND AS OF 1992 YOU EVER LOOKED AT THE
COAST/ALL SEASONS WRITTEN AFFILIATION AGREEMENT?

A IT'S 10 YEARS AGO. EIGHT YEARS AGO. I
CAN'T AT THIS POINT TELL YOU WHETHER I SAW THAT PARTICULAR
AGREEMENT OR NOT.

Q AS OF 1992 WHEN THIS LETTER WAS SENT, YOU
WEREN'T KNOWLEDGEABLE ABOUT ALL THE TERMS OF THE WRITTEN
AFFILIATION AGREEMENT BETWEEN COAST AND ALL SEASONS, WERE
YOU?

A I HAD KNOWLEDGE OF IT.

Q NOW, IN -- AFTER YOUR LAWYER'S JANUARY 30,
1992 LETTER, YOUR LAWYER RECEIVED A PROMPT RESPONSE BACK

FROM COAST TO COAST; RIGHT?

A YES.

Q AND THIS WAS A RESPONSE BY MR. RYMAN?
A THE ONE WE LOOKED AT YESTERDAY?

Q YES.

A YES.

Q AND THAT RESPONSE WAS SENT ON FEBRUARY 7?
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A THAT'S MY RECOLLECTION.
Q AND IF WE COULD PUT MR. RYMAN'S LETTER UP.
1719. THE THIRD PAGE.
AND MR. RYMAN'S LETTER IN THE THIRD
PARAGRAPH SAYS THAT THE TRANSFER POLICY FOR COAST TO COAST
MEMBERS REQUIRES, UNLESS UNUSUAL CIRCUMSTANCES EXIST, A
REQUEST FROM THE MEMBER.
DO YOU SEE THAT?
A YES.
Q NOW, DID YOU MAKE ANY INQUIRY OF CAMP COAST
TO COAST IN 1992 WHAT MR. RYMAN MEANT BY THE PHRASE "UNLESS
UNUSUAL CIRCUMSTANCES EXIST"?
A I PERSONALLY DID NOT. MY COUNSEL MAY HAVE.
Q DID YOU MAKE ANY INQUIRY OF MR. NOVELLI AS
TO WHAT "UNUSUAL CIRCUMSTANCES" MEANT?
A I PERSONALLY DID NOT.
Q SO YOU NEVER PERSONALLY FOUND OUT WHAT THE
PHRASE "UNLESS UNUSUAL CIRCUMSTANCES EXIST" MEANT?
A NO, EXCEPT I ASSUMED IT MEANT SOMETHING

OTHER THAN ALL SEASONS RESORTS BEING IN A CHAPTER 11 CASE.

Q YOU NEVER FOUND OUT?

A PARDON ME?

Q YOU NEVER FOUND OUT?

A WELL, I KNEW THAT MUCH.

Q YOU NEVER FOUND OUT IF UNUSUAL CIRCUMSTANCES

INCLUDED A PARK JUST PULLING OUT OF COAST?
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A NO, I DON'T THINK I EVER FOUND THAT OUT.

Q YOU NEVER FOUND OUT IF UNUSUAL CIRCUMSTANCES
INCLUDED A PARK QUITTING COAST?

A NOT DIRECTLY, NO. I DON'T KNOW IF I DID.

Q NOW, IN MR. RYMAN'S LETTER BACK, HE
REFERENCES IN THE PARAGRAPH JUST ABOVE THAT, THE LAST
SENTENCE, "ADDITIONALLY, IN ACCORDANCE WITH
MR. RAY NOVELLI'S REQUEST, WE HAVE SUPPRESSED ALL COAST TO
COAST PRODUCT SOLICITATION MAILINGS TO A.S.R. MEMBERS"; DO
YOU SEE THAT?

A YES.

Q DID YOU DISCUSS WITH MR. NOVELLI THE TER