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L. INTRODUCTION

The Petitioners are professionals — Certified Public Accountants —
and have woefully failed in their duties. The Petitioner CPAs (hereinafter
“CPAs” or “Smith”) undertook this engagement knowing or in the
exercise of reasonable care should have known that they ultimately had
conflicts of interest when Brad Beddall asked in their presence to have the
address to which the refunds were to be sent changed. They knew from the
outset that the objective of this undertaking was to place tax refunds of
Bradley E. Beddall’s in excess of one-million dollars into the hands of
Beddall’s judgment creditor, the Respondent Douglas M. Dewar
(hereinafter “Dewar”). They also knew that Beddall had granted
irrevocable special powers of attorney to his attorney in fact Jonathan
Hatch (WSBA No. 4641). Beddall knowingly and contractually gave (See
App.A, Exhibit “C”, p. 21) (CP 1089):

“...Hatch full power and authority...to sign the Principal’s

2009 Federal Tax Return and to endorse and negotiate, only

for the benefit of Douglas M. Dewar (“Dewar”)...any and

all refund checks associated with the Principal’s 2009 tax

return along with the power to receive said refunds and

checks....The power of attorney granted hereby is a power

coupled with an interest, is an irrevocable durable power of
attorney that survives the Principal’s incompetency or

death, and may be exercised by Hatch by a facsimile
signature as the attorney in fact for the Principal. This



Special Power of Attorney is irrevocable and may not be
terminated by the Principal or otherwise.

In this undertaking, CPAs assured Beddall’s attorney Jonathan
Hatch, that the approach taken to obtain the refund was legally supportable
from a tax standpoint. Beddall’s attorney, Jonathan Hatch, understandably
relied upon that assurance. Beddall gave the irrevocable power of attorney
to his attorney Hatch to allow Hatch to sign the tax return, receive the tax
refunds, and turn the proceeds over to Dewar.

The CPA’s raise the pretextual defense of the accountant-client
confidential relationship. Such an argument bears no weight as they
knowingly conferred with Jonathan Hatch, with Douglas Dewar, and,
indeed, were aware that the tax returns, per the Property Settlement
Agreement between Dewar and Beddall, had to be reviewed and approved
in advance by Dewar. In fact, the tax returns were reviewed and approved
with changes by Dewar on April 15, 2010.

The actions of the CPAs subsequent to the preparation and filing of
the returns on April 15, 2010 represent conflicts of interest. Both state and
federal law require that if a CPA has a conflict of interest they cannot
proceed with an engagement without disclosing the nature of the conflict
to all conflicted parties and receive prior written authorization from all

conflicted parties to proceed with the engagement.



These CPAs engaged in negligent misrepresentations. There were
a total of three such negligent misrepresentations.

The first negligent misrepresentation was by way of omission in
May of 2010. At that time, Beddall called Smith, who in turn placed a call
with both of them on the line to the IRS practitioner hotline. In that call,
Beddall changed the address for the refunds from Hatch to the CPAs’
office. Smith was silent as to the change and did not inform either Hatch
or Dewar of that fact.

The second negligent misrepresentation by Smith was by
commission to Respondent Douglas Dewar on June 7, 2010. At that time,
in response to Dewar’s inquiry regarding the status of the tax refunds,
Smith forwarded to Dewar a copy of the original filed tax return knowing
that the return had been amended and that the address shown on the return
given to Dewar, that of Jonathan Hatch, had been previously changed
from Hatch’s address to the CPAs’ address pursuant to the call to the IRS.

The third negligent misrepresentation by Smith, which was by
omission, took place when the CPAs received the refunds on July 9, 2010
totaling $1,206,703.32. Instead of informing the intended known
recipients Hatch and Dewar that they had the refunds, they turned those

refunds over to Beddall’s son-in-law.



As will be shown, the CPAs’ arguments with regard to violations
of federal law to the effect that had they disclosed this information they
would have engaged in an illegality is likewise pretextual. These CPAs’
violations of the CPA’s written standard of care is beyond dispute. This
Court reviews the Snohomish County Superior Court’s two grants of
partial summary judgment de novo. Those grants of partial summary
judgment are supported by Smith’s own sworn testimony, his admitted
actions and inactions, the undisputed facts below, Washington and federal
law regarding CPAs’ mandatory standard of care, and the Washington
jurisprudence of negligent misrepresentation. Contrary to Petitioners’
assertions, Trask v. Butler, 123 Wn.2d 835, 872 P.2d 1080 (1994), while
not solely relied upon by the trial court, further supports the grants of partial
summary judgment.

This Court should deny the Petitioners’ request to overturn Judge
Downes’ two grants of appropriate partial summary judgment and remand
the matter to the Snohomish County Superior Court for trial.

II. COUNTER STATEMENT OF THE CASE

Beddall was in debt to Dewar in an amount in excess of
$3,900,000.00. (CP 1071). Beddall did not have the means to satisfy this
debt and Beddall and Dewar, each through their respective counsel,

engaged in negotiations. (CP 1062-1063). Those negotiations resulted in



what ultimately became the Property Settlement Agreement between
Beddall and Dewar. (CP 1069-1093). (See App. A). That Agreement
provided in relevant part as follows (See App. A, p.3 14, CP 1071):

Beddall...further agree[s] to...use the firm of Traner Smith
of Edmonds, Washington...for the following: (ii) timely
file (without extensions) a federal tax return for tax year
2009, to seek a refund in an amount no less than One
Million Dollars ($1,000,000) in the aggregate, subject to
the review, evaluation, and approval thereof by the Lender
[Dewar] in the Lender’s sole and absolute
discretion...irrevocably execute and/or cause to be
executed and delivered to Lender simultaneously with the
execution of this Agreement, IRS Forms 2848 (Rev. June
2008) and the Power of attorney....Hatch agrees to sign (on
behalf of Beddall and BPI) and cause to be filed, no later
than three (3) days following Lender’s approval, the Tax
Return and to email confirmation hereof along with a copy
of the Tax Return to Lender’s counsel at
wong@]lasher.com. Borrower, Beddall, and BPI hereby
irrevocably and permanently assign to Lender, as the sole
beneficiary, all right, title, and interest in the Tax
Refund. Borrower, Beddall, and BPI [Beddall’s
corporation] hereby irrevocably authorize Jonathan C.
Hatch, Attorney at Law (hereinafter “Hatch”) as their
representative to endorse and convert to good and available
funds, in favor of Lender, each and every Tax Refund and
to immediately disburse same to Lender upon the receipt
thereof by Hatch. Hatch hereby agrees to punctually
deliver to Lender in good and available funds, in the form
designated by Lender...each Tax Refund received by
Hatch. [Emphasis added.]

Dewar, pursuant to the Property Settlement Agreement, obtained a

default Judgment against Beddall in April 2010 in the amount of



$4,109,115.48. (CP 997-1004, 1062 §5). Smith was aware of that
Judgment. (CP 950, 964, 992).

As part of this transaction, Jonathan Hatch (Beddall’s attorney),
sought income tax advice from Smith. (CP 1022-1025). Smith advised
Hatch directly that the contemplated transaction was appropriate from a
tax standpoint. (CP 1022-1025). This satisfied Hatch to the extent that he
“green lighted” the transaction to go forward with the tax return being
prepared by the Petitioner CPAs. (CP 1022-1025).

Hatch relied on the tax advice from the Petitioner professional
CPAs. (CP 1022-1025). Smith further advised Hatch that it was
appropriate that the deed be effective December 31, 2009 even though it
was not executed until 2010. (CP 1022-1025).

Smith acknowledges that he was fully aware that the objective of
the undertaking, pursuant to the Property Settlement Agreement, was to
place a minimum of one million dollars or more in tax refunds into the
hands of Respondent Dewar — Smith’s client’s judgment creditor. (CP
952, 956-963, 972-973, 982-983, 1042). Smith also acknowledges that he
had a copy of the Agreement available to him during his preparation of
Beddall’s 2009 tax returns and before the tax returns were finalized. (CP

951, 974-976, 982-983, 1017).



As part of the undertaking, Smith also had a copy of the special
powers of attorney (See App. A, CP 1086, 1089) irrevocably given by
Beddall to Jonathan Hatch. (CP 952, 970-973, 975-976). This, together
with IRS Form 2848 Power of Attorney (See App. A, (CP 1090-1093),
allowed Beddall’s attorney Jonathan Hatch to sign the tax return on behalf
of Beddall and to receive the anticipated IRS refunds and negotiate them
for the benefit of Dewar. (CP 970-976).

Smith acknowledges, confirmed by Hatch, that Smith gave advice
to Hatch that the transaction would pass IRS muster and was legal. (CP
1022-1025). Smith acknowledges that he had Hatch come to his office on
April 15" on two occasions and review and sign the Beddall 2009 tax
returns. (CP 1017-1018, 1021, 1032).

The first time Hatch came to Smith’s office on April 15, 2010 was
to sign the return, which had Beddall’s address on it. (CP 1032). Smith
also acknowledges that he sent on April 15, 2010 Beddall’s proposed tax
return electronically to Dewar for Dewar’s inspection and approval. (CP
823-825, 1020). This was required by the Property Settlement Agreement.
(See App. A, p.3 14, CP 1071).

Dewar responded to Smith on April 15, 2010 pointing out three

errors (See App. B, CP 823-825):



...[Dewar] I have the following initial comments: 1. Brad’s

address for his 1040 and his 1045 should be care of

Jonathan Hatch. Since Shirley is not party to the

settlement agreement, she is not bound to give the refund

check(s) to Jon. [Smith] We changed the address to Jon

Hatch’s address. [Dewar] 2. I see that Brad answered on

schedule B that he has no foreign bank accounts. I don’t

believe that answer is correct based on what he has told

me...3. [ see nothing that shows the sale of his apartment

house at 588 Elm....[Dewar]| The only change I insist on

is the address change. [Emphasis added.]

Smith acknowledges that as a result of the foregoing Dewar e-mail
and Smith’s responses that the address in fact was changed from Beddall’s
address to Hatch’s address. (CP 1007-1008, 1020-1021, 1032). Hatch
came back to Smith’s office for the second time on April 15, 2010 to sign
the final return — which had Hatch’s address and which was filed by
Smith. (CP 1021, 1032).

Thereafter, Beddall contacted Smith in an attempt to ascertain the
status of the returns and when the refunds would be received. (CP 1029,
1033). Smith, in response to Beddall’s contact, placed a conference call
between himself and Beddall and the IRS practitioner hotline. (CP 1029,
1033). With Smith on the line, Beddall had the IRS change the address to
where the refund was to be sent from Beddall’s attorney Hatch’s address

to that of the CPAs. (CP 1029, 1033). Smith remained silent about this

change. (CP 1041, 1052, 1054-1055).



In response to Dewar’s later inquiry about the status of the refunds
and a request for a copy of Beddall’s returns (CP 828), Smith forwarded to
Dewar on June 7, 2010, after the conference call with the IRS practitioner
hotline, and after an amended return had been prepared (CP 253-254,
1030, 1039), a copy of the original filed tax return with the address of
Jonathan Hatch — even though Petitioner Smith knew that the address had
been changed from that of Jonathan Hatch to his own address. (See App.
C, CP 831, 834-932). He did not, in transmitting this tax return to Dewar,
tell either Dewar or Hatch that the address had been changed or that an
amended return had been prepared. (CP 253-254, 831, 1030, 1039, 1065-
1066).

The IRS accepted the tax returns filed April 15, 2010 and sent four
refund checks totaling $1,206,703.32 to the offices of the Petitioner
professionals on July 9, 2010. (CP 23-26). Upon receipt, Smith did not
call Hatch — he did not call Dewar — rather, he called Beddall. (CP 60-61,
1058-1059). Beddall instructed Smith to contact Beddall’s son-in-law and,
contrary to the Property Settlement Agreement between Beddall and
Dewar, give the four refund checks to Beddall’s son-in-law. (CP 1059).

Petitioner Smith did so. (CP 1059).



Smith was silent as to both Hatch and Dewar concerning Smith
turning over the four refund checks to Beddall’s son-in-law as opposed to
the contractual recipient Hatch. (CP 1041, 1052, 1054-1055).

Beddall, on receiving the funds, wrote a letter to Dewar attempting
to renegotiate Beddall’s debt. (CP 935). Beddall also called Jonathan
Hatch. (CP 1048). Hatch, in astonishment upon learning of these events,
called Smith the next day. (CP 1048).

Upon Hatch calling Smith, Smith “resigned” the engagement. (CP
1044-1045). Smith also testified in his deposition that there was another
reason for the resignation of the engagement with Beddall, “Q. Other than
lack of payment of the $800, was there any other reason for the
termination of services? A. [Smith] Yes. Q. What was that? A. [Smith]
Because we felt he [Beddall] didn’t follow through on his contract he
had with Mr. Dewar.” [Emphasis added.] (CP 955, p.46, Ins.15-20).

The statute of limitations for the IRS to challenge the refunds is
generally three years from the date of filing the last amendment. 26 U.S.C.
§6501(a). (See App. D). Smith filed an amended return in July of 2010
reflecting Beddall’s foreign bank accounts in Thailand. (CP 34, 254, 1031,
1039). The statute of limitations for the IRS to challenge the returns and
refunds expired sometime in July of 2013. 26 U.S.C. §6501. (See App. E).

There is no evidence of any sort in the record before this Court that the

10



IRS has in any way challenged these significant refunds arising from the

2009 returns.

III. SUMMARY OF ARGUMENT

The Petitioner CPAs had a conflict of interest in their undertaking
to allow the address to be changed; to amend the returns; and to have
themselves receive the refund checks. Federal law — contrary to the
argument of Petitioners — allows the contractual purpose of the Property
Settlement Agreement, and further allows Beddall’s attorney Hatch to
hold an irrevocable power of attorney to negotiate the refund checks for
the benefit of Dewar. The Petitioners’ silence upon Beddall’s changing the
address was not mandated by federal law. In fact, federal law precludes
CPAs from even undertaking an engagement if they have a conflict of
interest unless they disclose the conflict and obtain written consent from
all parties involved. 31 C.F.R. §10.29. (See App. F). In addition, CPA
professional standards, which are incorporated by reference into state law,
also do not allow a CPA with a conflict of interest to represent a client
unless the CPA discloses the conflict and obtains consent from the
affected parties. AICPA ET Section 102-2. (See App. G).

Additionally, the Petitioners, by their own testimony and actions,
affirmatively negligently misrepresented to Respondent Dewar by

commission (June 7, 2010 transmission of tax return, which Petitioners

11



knew had been amended and had a misleading address), and by omission
by failing to tell Hatch and Dewar of the call to the Internal Revenue
Service changing the address. Lastly, they further negligently
misrepresented by omission in failing to inform both Hatch and Dewar
that Smith was transmitting the refunds to Beddall’s son-in-law when he
knew that they were to go to Hatch and ultimately to Dewar.

The Petitioners’ silence is condemned in Washington’s adoption
of the tort of negligent misrepresentation. This is to be found in §551 and
§552 of the Restatement (Second) of Torts, ESCA Corp. v. KPMG Peat
Marwick, 135 Wn.2d 820, 829-32, 959 P.2d 651 (1998), and the recent
decision of our Supreme Court in Donatelli v. D.R. Strong Consulting
Engineers, Inc., 2013 WL 6022171 (November 14, 2013), pp. 12-16.

Moreover, even if the IRS had later successfully challenged the
returns or refunds after Hatch delivered the refund proceeds to Dewar in
fulfillment of Beddall’s obligation to Dewar — such IRS challenge would
have been against Beddall — not Dewar. Accordingly, even if the CPAs’
argument of their own filing an incorrect return were later proven by the
IRS, had the CPAs performed to the standard of care required, Dewar
would still have obtained the benefit of his bargain, i.e. the fungible funds

to which he was entitled.

12



Pursuant to RAP 10.3(6), the standard of review on each of these
issues is de novo as this matter arises from two grants of partial summary
judgment by the trial court on November 8, 2012 and March 20, 2013.
Roger Crane & Associates, Inc. v. Felice, 74 Wash.App. 769, 875 P.2d
705 (1994).

IV.  ARGUMENT

A. Petitioners Misstate The Law Relative To The Tax
Returns In Question

Petitioners argue to this Court (BA 23-26) that what they did was
required and they give short shrift to the undeniable irrevocable powers of
attorney and the concomitant IRS Form 2848 that Hatch held on behalf of
his client Beddall.

Contrary to the Petitioners’ argument, what transpired vis-a-vis the
irrevocable power of attorney and IRS Form 2848 relative to Dewar,
Beddall, and Hatch is totally supportable as a matter of law. 31 C.F.R.
§240.17 — Powers of Attorney provides in (a), (b), and (d) (See App. H)
that Beddall’s actions in giving to Hatch the power to sign on his behalf

and receive the funds is totally permissible pursuant to federal law.

13



Moreover, federal law specifically allows the delivery of the
checks and the signing of the checks to be done as was intended by Hatch.
This is addressed in 26 C.F.R. §601.506." (See App. D).

The Petitioners argue at length that the refund could not be
assigned to Dewar. (BA 39-43, 45-47). They, however, failed to speak
specifically to the terms of the Property Settlement Agreement, its legal
purpose, and the special power of attorney irrevocably given by Beddall to
his attorney and attorney in fact — Hatch. (See App. C) (CP 1089).

Indeed, the facts of the case at bar are that not only did Beddall
willingly, with advice of counsel, enter into such agreement with Dewar,
but Beddall and his attorney Hatch were contractually obligated to achieve
the result as addressed in paragraph 4 of Property Settlement Agreement.
Smith said he had paragraph 4 and the entire Property Settlement
Agreement in his possession, along with the irrevocable power of attorney
(See App. A, CP 1089), and IRS Form 2848 (See App. A, CP1090-1093).
(CP 951, 974). Furthermore, Smith had previously, upon request of advice
from Hatch, provided assurance to Hatch that the entire transaction was

appropriate. (CP 1022-1025).

! “Notices to be given to recognized representative; direct contact with taxpayer; delivery
of a check drawn on the United States Treasury to recognized representative.” 26 C.F.R.
§601.506. (See App. I).

14



Even assuming arguendo that Smith did not read the Property
Settlement Agreement, the standard of care coupled with common sense in
this unique circumstance required that he read it in order to competently
prepare Beddall’s returns. (See Declaration of John Clees, dated October
21,2012, pp. 13-14, §VI, §2). (CP 1106-1107).

B. The Petitioners — Professional CPAs — Failed As A

Matter Of Law To Comply With The Written
Standards Of Care Of Certified Public Accountants

RCW 18.04.055 Board — Rules (2) provides that the Board of
Accountancy:

...shall prescribe rules consistent with this chapter as

necessary to implement this chapter. Included may be:...(2)

Rules of professional conduct for all licensees...in order to

establish and maintain high standards of competence and

ethics including rules dealing with independence, integrity,

objectivity, and freedom from conflicts of interest;....

Pursuant to that delegation of legislative authority, the Board of
Accountancy has adopted WAC 4-30. The Board, pursuant to WAC 4-30-
020, is authorized, “...to promulgate rules to carry out the purpose of the
act, which include: Protecting the public interest;...Ethics and prohibited
practices;...”. The Board goes on to require in WAC 4-30-048 that CPAs:

...must comply with rules, regulations, and professional

standards promulgated by the appropriate bodies for each

service undertaken....Authoritative bodies include, but are

not limited to,...the Internal Revenue Service (IRS); the

American Institute of Certified Public Accountants
(AICPA),....Such standards include:...(8) Statements on

15



Standards for Tax Services and Interpretation of Statement

on Standards for Tax Services issued by the AICPA;...(11)

Professional Code of Conduct issued by the AICPA

including interpretations and ethics rulings;...(16) IRS

Circular 230;....

WAC 4-30-040 requires of all certified public accountants integrity
and objectivity. The WAC goes on to say that:

When offering or performing services,...licensees,...must:

Remain honest and objective; Not misrepresent facts; Not

subordinate their judgment to others; and Remain free of

conflicts of interest unless such conflicts are specifically
permitted by board rule or professional standards listed in

WAC 4-30-048. [Emphasis added.]

AICPA standards which define CPAs’ responsibilities when they
prepare financial statements (AR Section 80.47 through 80.52 (See App.
J)) provide guidance as to what accountants should do when they become
aware of subsequent facts after their work product has been provided to a
third party. In brief, this standard requires CPAs to inform third parties
directly of changes to financial statements. This particularly is true if the
client refuses to disclose the changes to third parties, as occurred in the
case at bar.

While the foregoing AICPA standards references financial
statements, the reasoning and logic to such a standard is equally applicable

to this case. It is equally applicable as Smith knew that both Hatch and

Dewar were relying on the tax returns that he prepared and transmitted to

16



Dewar and Hatch. When he knew that the tax returns had been changed to
significantly modify the objective of the funds going not to Hatch but to
his office he had an affirmative duty to speak. Concepts of
professionalism, integrity, and honesty mandated that he inform Hatch and
Dewar of that.

This is further borne out by the existence of WAC 4-30-042
requiring of CPAs, as it relates to financial statements that they:

...must evaluate and maintain their independence so that

opinions, reports, conclusions, and judgments will be

impartial and viewed as impartial by parties expected to

rely on any report expressing assurance by such persons.

Such persons are required: (1) To comply with all

applicable independence rules, regulations, and the AICPA

code of conduct....[Emphasis added.]

In the case at bar, the Petitioners knew that both Hatch and Dewar
were, in the words of the above WAC, relying upon them to achieve the
stated, express, intended, contractual objective, i.e. to place a refund in the
hands of Respondent Dewar in excess of one million dollars. Petitioners
had the contract; and knew its contractual objective. They were well aware
of Dewar’s contractual right emanating from paragraph 4 to review the
proposed return and his absolute right to approve it before filing. Dewar

did so, insisting upon, inter alia, the mandatory change of the address

from that of Beddall to Jonathan Hatch. (CP 823-825, App. B).

17



C. Client Confidential Relationship Which Petitioners Rely
And Use Defensively Is Belied By Their Actions And
What In Fact Took Place

There is no CPA-client privilege in any way akin to the attorney-
client privilege. Rather, there is a confidential relationship. The rubric of
the confidential relationship between Beddall and Smith is belied by what
Smith in fact did. Smith shared information; gave opinions; received
information from Jonathan Hatch and Dewar; had Jonathan Hatch sign the
tax return; transmitted the tax return to Dewar for prior approval and
correction; made the changes requested by Dewar; and ultimately on June
7, 2010 forwarded a copy of the tax return to Dewar — even though he
knew the return had been amended and the address had been changed. The
reality of the matter is that the confidential relationship, which Smith tries
to use offensively, did not exist as information was freely shared with
Hatch and Dewar — including the tax return itself.

In essence, what the Petitioners are arguing to this Court is that they
can waive the confidential relationship when they so desire and as
contemplated by the contract and the actions of the parties, but they will
wrap themselves around the flag of the confidential relationship —and use it
as a sword in their defense of what they in fact did. They cannot and should

not have it both ways.
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D. Blaming The Return On Dewar

The Petitioners argue that the return was faulty allegedly based on
information incorrectly provided by Dewar and his former firm. (BA 39-
43, 45-46.) That, of course, is a circuitous argument of the first order, and
is not borne out by the standard of care.

Treasury Department Circular No. 230 §10.22% (See App. K)
Diligence as to accuracy — Reliance on others states in (b) as follows:

Except as provided in §§ 10.34, 10.35 and 10.37,a

practitioner will be presumed to have exercised due

diligence for purposes of this section if the practitioner

relies on the work product of another person and the

practitioner used reasonable care in engaging, supervising,

training, and evaluating the person, taking proper account

of the nature of the relationship between the practitioner

and the person.

Petitioners clearly did not engage, supervise and train
Dewar (who retired as a CPA and employee of Dewar Meeks +
Ekrem in 2006 (CP 1061)). Moreover, it would have been totally
inappropriate if they had engaged Dewar since attorney Hatch and
Beddall wanted an opinion independent of Dewar.

Treasury Department Circular No. 230 §10.34 (See App. L)

Standards with respect to tax returns and documents, affidavits, and other

2 Also cited as Title 31 Code of Federal Regulations Subtitle A Part 10, published
September 26, 2007.
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papers states as it relates to information furnished by clients — and
applicable to documents furnished by others — as follows::

....The practitioner may not, however, ignore the

implications of information furnished to, or actually known

by, the practitioner, and must make reasonable inquiries

if the information as furnished appears to be incorrect,

inconsistent with an important fact or another factual

assumption, or incomplete. [Emphasis added. ]

Not only do the Petitioners ignore this, but they also ignore an
equally as salient and important point. Their argument is that Beddall was
not entitled to the refund in the first instant. In essence, that astonishing
argument is that the CPAs were in essence negligent and filed the return
that should have not resulted in the refund of $1,206,703.32. (BA 35-43,
45-47). In other words, they are saying that they themselves were
negligent in the preparation of this return even though they signed the
returns as preparers stating (CP 315):

Under penalties of perjury, I declare that [ have examined

this return and accompanying schedules and statements,

and to the best of my knowledge and belief, they are true

correct and complete. Declaration of preparer (other than

taxpayer) is based on all information of which prepared has

any knowledge.

The CPAs’ argument is not supported by the facts before this Honorable
Court. First and foremost is the fact that the Petitioners themselves signed

the tax returns. Secondly, the IRS paid $1,206,703.32 based on the returns

filed and accepted by the IRS.
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Lastly, this affirmative defense of the Petitioners, in essence
claiming that they filed a faulty return, is contrary to the absence of any
fact that the Internal Revenue Service has challenged the returns that were
filed. The Internal Revenue Service generally has three years from the date
of filing the amended return in July 2010 to bring an action to challenge
the refunds. 26 U.S.C. §6501 — Limitations on Assessment and
Collection. (See App. E). The party whom the IRS would have had to
challenge within that three-year period is Beddall and his corporation. The
IRS would have no right of any sort to challenge Dewar had the
contractual intent of the parties, Dewar and Beddall, been carried forward.
Indeed, Dewar would have received that which he bargained for and
Beddall agreed to give. The risk of a challenge to the returns or refunds
would be solely and exclusively between the IRS and Beddall. Moreover,
there is not one scintilla of evidence in this record before this Court, nor
before the Snohomish County Superior Court, that the IRS has ever
challenged either return. For all the foregoing reasons, these pretextual
arguments should also fail.

E. Based Upon CPAs’ Own Actions And Inactions, The

Trial Court Correctly Concluded That They Had

Engaged In Negligent Misrepresentations To Hatch
And Dewar
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Washington has adopted §551 and §552 of the Restatement
(Second) of Torts holding a party liable for negligent misrepresentation.
Its applicability to certified public accountants has also been addressed in
ESCA Corp, supra.

Recently, Washington Pattern Jury Instructions were promulgated
as it relates to negligent misrepresentation. WPI 165.01 Negligent
Misrepresentation — Affirmative Misstatement — Burden of Proof on the
Issues and WPI 165.02 Negligent Misrepresentation — Failure to Disclose
Information — Burden of Proof on the Issues. These WPI’s are most
instructive and helpful to the issues in this matter.

Undisputed evidence before the trial court and before this Court
shows that Dewar has shown by clear, cogent, and convincing evidence
that each element of negligent misrepresentation by the CPAs has been
met. It has been met in the CPAs’ affirmatively sending the tax return on
June 7, 2010 when Petitioners knew that the return had been amended and
the address on the return was incorrect and misleading. It likewise has
been shown, by clear, cogent, and convincing evidence, that the
Petitioners failed to disclose to either Hatch or Dewar the change of
address, the receipt of the refunds by Petitioners, and the Petitioners
knowingly and volitionally turning over those refunds to Beddall’s son-in-

law as opposed to the ultimate intended contractual recipient Dewar via
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Hatch. Petitioners argue to this Court that they had no contractual privity
with Dewar. This is true in a strict contractual sense, but ignores the facts
of the case and the duty that the law places upon them.

In Donatelli, supra., our Supreme Court has instructed us that
under the Independent Duty Doctrine a duty can arise to a nonparty to a
contract (Petitioner CPAs), “...because the duty to avoid
misrepresentations that induce a party to enter into a contract arises
independently of the contract.” Denatelli, p. 12. “...D.R. Strong’s duty to
avoid misrepresentations arises independent of contract.” Donatelli, p. 15.

An analysis of WPI 165.01 shows the negligent misrepresentation
by affirmation done by the Petitioners. Petitioners supplied information for
the guidance of others in their business transaction that was false; (June 7,
2010 transmittal of non-amended tax return with misleading address)
Petitioners knew or should have known that the information supplied
would guide Dewar in the transaction.

The Petitioners were not only negligent in communicating this
false information, it is obvious that Dewar, in seeking the tax return, relied
on it and that his reliance on the integrity of these professional CPAs was
reasonable and that the transmittal of the false tax return ultimately caused

damage to Dewar.
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Likewise, when one squares the requirements stated in WPI 165.02
against the CPAs failure to disclose, the result is also clear. The Petitioners
had a duty to disclose the change of address, the receipt of the funds, and
the transmittal of the funds to Beddall’s son-in-law. The Petitioners
acknowledge that they did not disclose any of this to either Hatch or
Dewar. Thus, they were negligent pursuant to the standards to which they
are held by RCW 18.04.055(2) as well as Washington doctrines of
negligent misrepresentation. Had the disclosure been made, it would have
caused Hatch and Dewar to act differently. Likewise, Dewar has lost the
refund in a precise, known, and undisputed amount by the Petitioners
failure to disclose. (CP 15-18).

F. The Applicability Of Trask v. Butler, 123 Wn.2d 835, 872
P.2d 1080 (1994)

As addressed by Mr. Clees, the very uniqueness of this significant
transaction and undertaking coupled with the Petitioners’ knowledge of
the intent of the parties creates liability as the trial court found for both
their affirmative and silent negligent misrepresentations. Trask, supra,
involved other professionals — lawyers. However, Trask dovetails with the
outcome concluded as a matter of law by the trial court. There is no logical
reason why the Supreme Court’s holding in Trask should apply to lawyers

but not to fellow professionals such as certified public accountants.
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Moreover, the modified multifactor balancing test enunciated in
Trask, when squared against this case, is an adjunct supporting the result
reached by the trial court as a matter of law. Trask, supra, pp.842-843.
Those factors are as follows:

1. The whole purpose of the transaction was intended to benefit
Dewar.

2. The foreseeability of harm to Dewar is demonstrated by the
change of address and the CPAs’ knowing affirmative actions in the turning
over of the funds to Beddall’s son-in-law as opposed to the intended
recipient Hatch and ultimately Dewar.

3. The Court concluded as a matter of law, in light of the undisputed
evidence, as to the amount of Dewar’s damage, which has not been disputed
by the CPAs.

4. There is closeness between the CPAs’ conduct and the injury.

5. The policy of preventing future harm in upholding the trial
court’s decision is complementary and harmonious with the law regarding
the standard of care of professional CPAs based on the facts of this case.

6. There can be no additional burden on the CPA profession as what

the defendants/Petitioners were required to do as it is consistent and required
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by the standard of care — and what they in fact did do and failed to do is
contrary to the standard of care. 3

Moreover, the trial court’s second grant of partial summary judgment
(CP 15-18) correctly concluded that, “The Court concludes as a matter of
law that there are no genuine issues of material fact as it relates to Plaintiff’s
damages arising from Defendants’ negligent misrepresentation as earlier
found by this Court.” (CP 17).

V. CONCLUSION

The Petitioners seeking relief from this Court are professionals. By
their very nature, they owe duties to the public. Those duties are enunciated
by written standards required by law even as equally clear as the RPC’s are
law for lawyers. Eriks v. Denver, 118 Wn.2d 451, 457, 824 P.2d 1207
(1992).

The Petitioners chose, knowingly, to violate their standards of
integrity; instead of avoiding conflicts of interest they engaged in conflicts of
interest; instead of avoiding deception and misrepresentation they engaged in
deception and misrepresentation. When Beddall and Smith were on the IRS
practitioner hotline and Smith heard Beddall change the address, that

instantly raised a conflict of interest for Smith.

3 Petitioners’ Tegman v. Acc. & Med. Investigations Inc., 140 Wn.2d 102, 75 P.3d 497
(2003) argument is inappropriate as the trial court has not even considered that argument
and it remains for further summary judgment proceedings or trial.
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AICPA standards (AICPA Rule 102 and Interpretation 102-2 (See
App. M)) required Smith to get written permission from Dewar and Hatch
before proceeding with this new expanded engagement. Moreover, when
Smith affirmatively on June 7, 2010 sent Dewar a tax return, which was filed
with Hatch’s address on April 15, 2010, but Smith knew that the return had
been amended and the address had been changed is an affirmative negligent
misrepresentation. Likewise, it is not and cannot be disputed that the
Petitioners remained silent to Hatch and Dewar when the refunds were
received on July 9, 2010 and they, contrary to the known objective of the
parties, instead of seeing that Hatch received that $1,206,703.32, turned it
over to Beddall’s agent, his son-in-law.

There are no genuine issues of material fact. The trial court was
legally correct in concluding that there were negligent misrepresentations
and the amount involved in those negligent misrepresentations is not in
dispute.

This Court should uphold the trial court’s grants of its two partial
summary judgment orders. This Court should deny Petitioners’ appeal;
return the matter to the Snohomish County Superior Court; and allow the
matter to proceed to trial or summary judgment on the Petitioners’

remaining issue of Tegman, supra.
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DATED this g ﬁ day of December, 2013
Respectfully Submitted,

LAW OFFICE OF ROBRRT B. GOULD

By:

Rbbert B. Gbuld |/~
WSBA No 4353
Attorney for Respondent
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DECLARATION OF SERVICE

On December 18, 2013, I caused to be delivered via legal
messenger a true and accurate copy of the attached document, to the
following:

SAM B. FRANKLIN

TIMOTHY D. SHEA

Lee Smart, P.S.

1800 One Convention Place

701 Pike Street

Seattle, WA 98101

Counsel for Defendants/Petitioners

The original of this document was also sent via legal messenger to
be filed in the Court of Appeals.

[ declare under penalty of perjury under the laws of the State of
Washington that the foregoing is true and correct.

\_L ona M. Phelan, Paralegal
LAW OFFICE OF ROBERT B. GOULD
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PROPERTY SETTLEMENT AGREEMENT

This PROPERTY SETTLEMENT AGREEMENT (the "Agrcement”) is entered into
effective this 29% day of December, 2009, by and betwezn DOUGLAS M, DEWAR ("Lender”),
LEA LLC, a Washingion limited liability company ("Borrower™), BRADLEY E. BEDDALL, an
unmarried person ("Beddall"), and BEDDALL PROPERTIES INC., a Weshington corporation
("BPI") (Lender, Borrower, Beddall, and BP] may each be referred o as a "party” and
collectively as the "parties”).

RECITALS

A.  Onor abour Desember 6, 2006, Borrower executed a Promissary Note in favor of
Lender in the initial principal amount of $2,050,000 (the "Promissory Note™).

B. Borrower also executed o Credit Agreement dated December 6, 2006 in favor of
Lender for a loan in the initial amount of $2,050,000 (the "Credit Agreement™), The Credit
Agreement is personally guaranteed by Brad Beddall (oka ?md!cy E. Beddall) (the "Guarantee").

C. To sccure payment and performance under the Promissory Nete and Credit
Agreement, Borrower exécuted a Deed of Trust dated December 6, 2006 (the "Deed of Trust™,
in favor of Lender as beneficiary, which Deed of Trust was recorded with the Auditor of King
County, Washingion under Recording No. 20061207001057 and has not been subsequently
amended.

D. The Deed of Trust encumbers portions of the property commanly known as Lea
Hill, 8 condominium (formerly known as Carniage Square) (the "Condominium®) created
pursuent (o an Amended and Restaied Condominium Declaration recorded under King County
Recording No. 20070503001134 (the "Declaration”) and the Survey Map and Plans for Phases I,
11, and 1l recorded in Volume 6B of Condominiums, Pages 60-88, as amended by Amendment
thereto recorded under King County Recording No. 20070503001133. That portion of the
Condominium encumbered by the Deed of Trust, as partially reconveyed from lime to time, shall
be collectively referred to herein as the "Property”.

E. To further secure payment end performance under the Promissory Note and
Credit Agreement, Beddall Propesties Inec., 2 Washington corporation, executed a Collateral
Assignment of> Membership Interest for Security dated Deccmber 6, 2006 (the "Pledge
Agreement”) whereby one-hundred pereant (100%) of the membership interests in the Borrower
were pledged to Lender.

F. The Note, Credit Agreement, Deed of Trust, Pledge Agreement, and the other
related loan documents are collectively referred 10 herein as the "Loan Documents”.

(BALANCE OF PAGE INTENTIONALLY LEFT BLANK]
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G.  Bomower and Beddall have defaulted in their psrformance of the temms of the
Loan Documents, are unable to cure those defaulls, and wish to convey the Propery o Lender.
Lender has agreed to accept such conveyance of the Property, subject to all of the provisions of
the Agreement below.

NOW, THEREFORE, in consideration of the foregoing Recitals (which are hereby
incorporated into and made part of the Agreement by this reference), and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
agree as follows.

AGREEMENT

1. Agreement 1o Convey 1o Lender. Borrower hereby agrees to satisfy al) of the
Conditions Precedent and 1o convey to Lender absolutely and free of any right of redemption and
any other right or interest of Borrower, Beddall, BPl, or anyone claiming through or undes them,
cll of Borrower's right, title and interest in the Property. This conveyance is to be an nbsolute
conveyance of titfe in effect as well as in form, and is not intended es e morgage, trust
conveyance, or security of any kind, Except 1o the extent provided in Paragraph 6(a) hereof,
Borrower shall have no further interest or claim ir and to the Property or (o the proceeds and
profits which may be derived from the Property of any kind whotscever.

2. Conveyance of Title by Quit Claim Deed, The Property shall be conveyed by

Borrower to Lender, or any assignee of Lender, by a Non-Marger Quit Claim Deed, to be
executed by Borrower and delivered to Lender at the same time as this Agreement or at any lime
thereafier at the request of Lender, in the form attached hereto as Exhibit "A™ and made a part
hereof (the "QCD"). The QCD shall transfer good and marketable title 10 the Property 10 Lender,
and the Deed of Trust shall not merge into the QCD. At the request of Lender and unti) such
time a5 the QCD is recorded or the Deed of Trust is foreclosed, whichever is earller, Bormower
agrees to execule a siatutory warranty deed for any of the units in the Property and 10 cooperate
in the sale and rental of the units, which cooperation shall include without limitation, punctuatly
responding to and excculing documentation in connection with each such transaction. In no
event whatsoever shall Borrower, Beddall, or BPI be entitled to any portion of the proceeds of
eny such transaction.

3. Lender's Right of Foreclosure, Lender reserves all rights to foreclose the Deed of
Trust and to exercise all other rights and remedies of Lender under the Deed of Trust, Pledge
Agreement, and Loan Documents. Notwithstanding anything 1o the contrary and in the event
Lender forscloses the Deed of Trust, Borrower, Beddall, and BPI agres: (i) lo not reinstate,
contest, or interferc with the foreclosure; (ii) to not cause any reinstatement, cunlcmng of, or
interference with the foreclosu.ﬂ:. (iii) the minimum bid at the foreclosure sale is to be no less
than §3,000,000 plus any payments (principal or otherwise) on the loan sccured by the Cascade
Bank DOT (the "Cascade Bank Loan") made on and after the date of this Agreement; (iv) to
remain joinly and severally liable to Lender for any deficiency ot the foreclosure based upon the
diffcrence between the outstanding balance under the Loan (in an amount no less than as set
forth in Section 7.7 below) end the successful bid at the forcelosure sale (the "Deficiency™); (v)
1o not contest or challenge the pursuit or collection of the Deficiency; and (iv} to ellow and
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facilitate the immediale entry of 8 judgment against Beddall, in the form attached hereto as
Exhibit "D" and made a part hereof, in the amount of §3,975,922.09.

Tax Refund. Borrower, Beddall, and BPI further agree 0: (i) engage and use the
fimp of Ttancr Smith of Edmonds, Washingion (hereinafler "Traner Smith™) for the l‘ollowmg.
(ii) timely file (without extensions) a federal tax return for lax year 2009, to seck a refund in an
amount no less than One Million Dollars (§1,000,000) in the aggregate, subject to the review,
cvaluation, and approval thereof by the Lender in the Lender's sole and absolute discretion {the
foregoing amount or actual refund(s) received hereinafier referred 10 as the "Tax Refund™); (iii)
file no other tax return for 2009 other than the one contemplated under Scction 4(ii) above to be
prepared and filed by Traner Smith to obtain a refund for Lender (the *Tax Retun"); and (iv)
irrevocably execute and/or cause 10 be execured and delivered to Lender simultaneously with the
execution of this Agreement, IRS Forms 2848 (Rev. June 2008) and the Power of Attomey, in
the forms attached hereto as Exhibit "C" and made a part hercof. Hatch agrees to sign (on behalf
of Beddall and BPI) and cause to be filed, no later than three (3) days following Lender's
sppraval, the Tax Retumn end to email confirmation theteof along with a copy of the Tax Retumn
to Lender’s counsel at wong@lasher.com. Borrower, Beddall, and BPI hereby irtevocably and
permanently assigo to Lendcr, as the sole beneficiary, ell right, dtle, and interest in the Tax
Refund, Borrower, Beddall, and BPI hereby irrevocably authorize Jonathan C. Hatch, Attomey
at Law (hereinafter "Hatch™) as their representative to endorse and convert to good and avaitable
funds, in favor of Lender, each and: every Tax Refund and to iromediately disburse same to
Lender upon the receipt thereof by Hatch. Hatch hereby ngrees to puncrually deliver to Lender
in good and available funds, in the form designated by Lender (i.c., wire transfer, cashiers’ check,
¢te.), each Tax Refund reccived by Haich. Any Tax Refund received by Lender shall be applied
1o the Deficiency.

5: Assignment_of Declarant's Righis,. The Borrower, as Declarant under the
Declaration, retains certain rights and powers ‘with respect to the Condominium. In connection
with the foregoing, Borrower hereby imevocably assigns to Lender (and eny successor and/or
assigns designated by Lender) the rights of Borrower under Article 31 of the Declaration to
assign, lransfer, sell, lease, or rent all or a portion of property (i.e., Condominiurm) then owned
by Lender. Upon Lender's request, Bormower further agrees to irrevocably mssign to Lender any
and all rights of Borrower under the Declaration, but only to the extent of the rights specifically
requested by Lender (collectively, "Assigned Rights™). Borower and Beddall hereby
acknowledge that Lender bas lawfully been, and may conlinue to exercise its rights, as a member
of Borrower and to execute documents on behalf of the Borrower pursuant 1o Section 6 of the
Pledge Agrecment. Borrower and Beddall hereby appoim Lender as their attomey-in-fact to
execute any and all documents to further the purposes of this Agreement and to assign certain
rights to Lender, which rights include without limitation various rights of Borrower as Declarant
under the Declaration. In furtherance of the foregoing, Borrower, Beddall, and BPI respectively
agree to execute and deliver to Lender, contemporaneously with this Agreement, the following
documents attached hereto as Exhibit "B" and made a part hereof: (2) Assignment of Rights By
Declarant; (b) Consent by Manager of LEA LLC; (¢) Special Power of Attomey; and (d)
Resolution of BPL
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6.  Assignmept of Rents and Recejvables and Other Assets. Unless specified
otherwise, the Borrower, Beddall, and BPI hereby assign all right, title, and interest in the
following to Lender os of the date of this Agreement (collectively, "Assigned Assets &
Receivables”):

a All right, title, and interest of Borrower, Beddall, and BPI in the
receivables associated with the Property or Condominium except the right to be reimbwsed for
advances made to the initial working capital fund with respect to unsold Units (as defined in the
Declaration) pursuant to Section 15.7 of the Declaration;

b. As of August 1, 2009, all rems and bank accounis associated with the
Condominium;

c. Any and all refunds of property taxes, assessments, bonds, and otherwiss
associated with the Property or Condominium; and

d. All other assets of Borrower, Beddall, and BP] used in connection with the
renovation, development, or construction of the Condominium, which sssets shall include
without limitation all model fumiture, fixtures, fumishings, appliances, tools, parts, hardware,
supplies, raw materials, end other personal property,

7. Representations end Warranties of Boprower and Beddall. Borrower, Beddall,

and BPI represent and warrant to Lender as follows:

7.1 Since the execution and recording of the Deed of Trust and except for the
conveyances provided for under this Agreement, neither Borrower, Beddall, or BP1 have
conveyed, essigned, or transferred the Property or eny interest therein 10 any other person or
entity thal Lender has not received notice of, nor has Borrower, Beddall, or BPI created or
suffered any lien or encumbrances egainst the Praoperty, except for: (i) the senior Deed of Trust
dated November 28, 2006 in favor of Cascade Bank and recorded under King County Auditor's
File No. 200612069002257 (the "Senlor DOT"); and (i} the Deed of Trust.

7.2 There are no unpald obligations owed by Borrower, Beddall, or BPI with
respect to the Property, other thao (i} amoums due to Lender under the Loan Documents; (i)
amounts due Cascade Bank under the Cascade Bank Loan; and (i) customary and reasonable
operational cxpenses and dues associated with Lea Hill Owners Association.

7.3 Borrower, Beddall, and BPT have had the opportunity to consult with their
efforneys with regard to the provisions of this Agreement, and Borrower, Beddall, and BP] arc
entering into this Agreement and excculing and delivering the QCD voluntarily, in good feith,
without duress or undue influence from Lender, and Barrower, Beddall, and BPI have not
perpetrated any fravd or made any misrepresentation in order to effect this conveyance.

7.4  Borrower, Beddall, and BPI have the full power and authority 10 enter into
this Agreement and to camry oul jts obligotions hereunder. The execution and delivery of 1his
Agreement and the consummation of the ansactions contemplated hereby do not violate, result
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in a breach of, or constitute & default under any judgment, order or decree 1o which the Borrower,
Beddall, or BPI is subject. The execulion, delivery, and performance of this Agreement by the
Borrower, Beddall, and BPI will not violate, with or without the giving of notice and/or the
passage of ume, any provision of law now applicable 10 Borrower, Beddall, or BPI. The
fransactions conmemplated by this Agreement will not require the authorization, consent, or
approval of any third pary.

7.5  Except for the unfilsd lawsuit against Borrower and Beddall initiated by
Lender and served on Beddall on December 23, 2009 (the "Lawsuit”), pending litigation against
Brad Beddsll, personally, related 10 Hampton Harbor Pointe Condominium ("Hampton
Litigation”), and the EPA investigation regarding asbestos (the "Investigation™), there is (i) no
litigation, proczeding, arbirration action or govemmental investigation pending o, os far as is
known lo the Borrower or Beddall, threatened ggeinst the Borrower, Beddall, or any of their
asscts except for the foreclosure of the Deed of Trust, (ii) no fact is known 1o Borrower, Beddall,
or BPI that is expected 10 give rise 1o any such litigation, proceeding, or investigation, and (iii)
no decree, injunction, or order of any court or governmental department or agency is outsianding
against the Borrower, Beddall, or BPL

7.6  DBorrower, Beddall, and BPI represent to the Lender that Borrower,
Beddall, and BPI have pot knowingly used, generated, manufactured, produced, stored, released,
discharged or disposed of on, under, above or sbout the Condominium (or off site of the
Condominium that might affect the Condominium) or transported to or from the Condominium,
any Hazardous Substance or knowingly allowed eny other person or entity to do so. Neither
Bomower, Beddall, or BPI have any knowledge or observed any questionable practice or conduct
indicating that any Hazardous Substance has been used, gencrated, manufactured, produced,
stored, released, discharged or disposed of on, under or above Condeminium (or off site of the
Condominium that might affect the Condominium) or transported to or from the Condominium
by any entity, firm or person, or from any source whatsoever. ‘The tenn "Hazardous Substance”
includes withoul limitation: (a) those subsiances included within the definitions of "hazardous
substances”, "hazardous materials”, "toxic substanees”, "hazardous wasies™ or "solid waste™ in
any Environmental Law; (b) petroleum products and petroleum byproducts; (¢) polychlorinated
biphenyls; (d) chlorinated solvents; and (e) asbestos. The term "Environmental Law" includes
any federsl, state, municipal or local taw, siatute, ordinance, regulation, order or rule pertaining
to health, industrial hygiene, environmenial conditions or hazardous subsiances.

7.7  The outstanding balance due under the Loan Documents as of the effective
date of this Agreement is $6,975,922.09, which includes accrued interest, loan fees (pursuant to
Section 2.3 of the Credit Agreement), and proteclive sdvances (i.e., payments pursusnt to
Section 9.4 of the Credit Agreement) by the Lender to preserve Lender's rights under the Loan
Documents. Baorrower and Beddail further acknowledge that any and all amounls paid by
Lender to Cascade Bank with respect to the Cascede Bank Loan (whether made befare, on, or
after the date of this Agreernent) arc deemed to be pratective advances and properly edded to the
outstanding balance duz under the Loan Documents. Borrower, Beddall, and BPI accepl and
agree 1o the payment of $266,282.80 in loan fees on the $2,067,726.28 in protective advances
made by Lender in 2009 with respect to the Loan end to the payment of 51,022,744.0) in loan
fees with respect to the Cascede Bank Loan (bascd upon & loan balance of $7,941,762.19). Said
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loan fees are suthorized by Sections 2.3 and 2.4 of the Credit Agreement and sre included in the
outstanding balance under the Loan Documents os stated hereinabove.

7.8 All signatures on the Loan Documenis are genuine; the Loan Documents
are enforceable sgainst Borrower, Beddall, and BPI respectively; the creation and priority of all
security interests rellected in the Loan Documents have been perfected; and none of the makers,
borrowers, or guamntors under the Promissory Note, Loan Documents, or Credit Agreement
have any counter claims, set-ofl rights, or defenses to payment to Lender under the Loan
Documents.

7.9  Except es otherwise provided under this Agreement, the indemnities by
and obligations of Borrower and Beddall under the Loan Documents, including without
limitation those under Sections 9.1 and 9.2 of the Credit Agrecment, shell remain in full force
and effect and survive any forcclosure of the Propenty by Lender, deed-in-lien of the Property to
Lender or otherwise, satisfaction of the Loan, and satisfaction of the Deficiency or judgment
referenced in Section 3 of this Agreement.

8.  Indemnification by Bomrower, Beddall, and BPI. Borrower, Beddall, and BPI
sgree to indemnify and hold Lender harmless from and against any losses, damages, costs, or
expenses, including reasonable attomeys' fees incurred by Lender as e direc! or indirect result of
(i) the breach of eny representation or warranty of Borrower, Beddall, and BPI contained in
Section 7 above, or (if) any breach of any covenants or agreements by Borrower, Beddall, or BPI
under this Agreement. If Lender shall discover afier the execution and delivery of the QCD by
Borrower that any of the representations or warranties of Borrower contained in Section 7 above
and/or in this Agreement are not true and correct in all material respects, Lender may, in addition
to any other remedy available to Lender at law or in cquity, reinstate the obligations of Borrower,
Beddall, and BPI 10 Lender under the Loan Documents, and Borrower, Beddall, and BPI hereby
expressly consent to such reinstatement under the aforesaid circumstances.

9. Relea Bed and BP], In comsideration of the covenants of
Lender contained in this Apgreement, Borrower, Beddall, and BPI hereby fully and
unconditionally relesse and discharge Lender, and all of Lender's predecessors, successors,
assigns, officers, directors, employecs, agents and attomeys (collectively the "Released Parties”)
from 2l liability of any kind and nature, and causes of action and any other right of action,
known or unknown, that Borrower, Beddall, or BP! presently has or may have in the furure
against the Released Parties, related directly or indirectly to any of the Released Parties' actions
or inactions with regard to the Loan Documents, the Property, or any other matters related
directly or indirectly to the loan evidenced by the Loan Documents. It is undersiood by
Borrower, Beddall, and BPI tha1 Lender would not have entered into this Agreement without the
agreement by Borrower, Beddell, and BPI 1o fully release the Released Parties under the
provisions of this paragraph.

10.  Lenders Covenanty. Only following the complete and full satisfaction of the
conditions set forth below (i.¢., Sections 10(a) through (¢)) and there having been no default by

Borrower, Beddall, BP1, or Hatch under this Agreement (collectively, "Conditions Precedent™),
Lender covenamts that; (i) the Lender will not suc or teke any other action to enforce the
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obligations evidenced by the Guaranty ageinst Beddall, except insofar as it is necessary lo
enfarce the terms and conditions of this Agreement; and (ii) not take any funher action with
respect 1o the Lawsuit:

a Lender, 8 Lender's election, receives the Property via QCD or a
foreclosure of the Deed of Trust;

b. Lender receives the entire Deficiency in accordance with Section 3 abave;

c. Lender receives the entire Tax Refund in an amount no less than
$1,000,000.00;

d. Lender receives all of the Assigned Rights; and

c. Lender receives all of the Assigned Assets & Receivables.

11.  Tmnsition and Fuither Assurances. Within five (5) days following its execution
and delivery of the QCD and other documents required to be executed pursuant lo the terms of
this Agreement, Borrower, Beddall, and BPI shall cause to be delivered to Lender all keys to the
Property, as well as copies of all books and records pertaining o the Property, in the possession
of Borrower, Beddall, or BPI or in the possession of any agents or representatives thereof.
Borrower shall promptly cause to be forwarded o Lender all meil and other communications,
together with all billings and payments which it receives penaining to the Property. Bach Party
agrees that it shall take all sppropriate aclion and exccule any documents, instruments, or
conveyances of any kind which may be reasonably necessary or advisable to carry out any of the
provisions of this Agrecment.

12 ificati givers, Etc. No waiver, modification, amendment, or change in
this Agreement shall be valid unless the same is in writing ond signed by the party against which
the enforcement of such modification, waiver, amendment or change is sought, This Agrezment
contains the entire agreement beiween the partics relating to the transaction contemplated
hereby, and all pricr or contemporancous agreements, understandings, representations, and
statements, oral or written, are merged herein.

13.  Notjees.

13.1 It is acknowledged and agreed that comumunications among the parties
bereto will be done via electronic means, except where physical documenis must be shared (e.g.,
where volume thereof reasonably make transmission via electronic means impractical or original
documents required). For purposes of electronic communicstions, communications to Lender
will be addressed 1o Douwg Dewsr at ddewar@dmecpa.com, with copy to Eugene Wong at
wong@lasher.com and Kevin Hanchett st Hancheu@lasher.com; and communications to
Borrower, Beddall, and BPT will be addressed to Brad Beddall at bradbeddall@gmaeil.com, with
2 copy 1o Jon Hatch at jhatch@edmondslaw.net, and/or 1o such other address(es) as each pany
may specify for itself by notice 1o the others. Notices sent under this section will be effective
upon actual receipt,

{19612\5529454,00C) 7
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132 Except as provided in Seciion 13.]1 above or otherwise in this Agreement,
any notice required to be given herein shall be in writing, and such notice and any document
required 10 be delivered 1o any parly under this Agreement shall be delivered or mailed by first
class mail or courier to the parties at the following addresses and will be deemed given when
received:

If to Lender: Douglas M. Dewar
110 James Street, Ste. 100
Edmonds, WA 98020

With a copy to: Kevin Hanchett
Eugene W. Wong
Lasher Holzapfel Sperry & Ebberson, PLLC
601 Union Strest, #2600
Seattle, WA 981014000

If lo Borrower, Brad Beddall
Beddall, or BPL: P.O. Box 82703
Kenmore, WA 98028

With a copy to: Jonathan C. Hatch, Esq.
' 152~ 3° Avenue S, Ste. 101
Edmonds, WA 98020

14.  Future Insolvency Proceeding. Notwithstanding enything to the contrary in this
Agreement, il and to the extent that any transfer agreed upon herein between Borrower, Beddall,
or BPI and Lender is later determined to have been a voidable preferential transfer, a fraudulent
transfer, or a fraudulent conveyance, under cither state or Federal law, and as a result thereof
either (1) additionzl consideration for the transfer and any additional amounts of [ees, expenses,
interest or other affirmative damages (the "Additional Payments”) become due and owing to the
estate from Lender, or (2) the transfer must be undone and 2ll or a portion of the assets must be
returned to the estate for any reason whatsoever, then notwithstanding anything to the contrary in
this Agreement or otherwise; (i) any and ell rights and/or obligations owed to Lender under the
tenns of the Loan Documenis or in law or equity against Borrower, Beddall, BP1 and/or the
Property shall be automatically revived and reinsiated; and (ii) Lender shall be entitled to file &
proof of claim against the estaie to recover either: (x) the amount of the Additional Payments or
{y) if the vansfcr has been undone and the assets returned in whole or in part 10 the estate, the
value of the consideration paid 10 or received by Borrower, Beddall, or BP1 for the initial assel
transfer, plus in each case any deferred interest from the date of the disgorgement to the date of

- distribution to Lender in any bankruptcy, insolvency, receivership or fraudulent conveyance or
fraudulent transfer proceeding, and any costs and expenses due and owing. The parties
acknowledge and agree that the provisions in this Section 14 shall be independem of the
indemnification abligations contained in Section 8 of this Agreement.

{BALANCE OF PAGE INTENTIONALLY LEFT BLANK)
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15.  Survival of Representations and Warranties. All representations and warrantics
made under this Agreement and in any exhibits or documents delivered pursuant hereto shall be
deemed o be material and to have been relied upon by the Lender and Borrower and shall
survive any conveyance of the Property by QCD or foreclosure of the Deed of Trust.

16.  Lepel Expenses. Ifeither party 1o this Agreement brings suit or becomes involved
in any other legel proceeding to enforce its rights under this Agreement or to recover damages
for the breach thercof, the prevailing party shall be entitled 1o recover from the other party all its
costs and expenses, including but not limited 1o fees and disbursements of attorneys, incurred in
connection with such suit or otheér procccding, on appeal and in post-judgment collection
proceedings.

17.  Coupterparts. This Agrecment may be executed in muldple counterparts, each of
which shall be deened an original and together shall be deemed one instrument, Except with
respect to documents for which originals are required as & matter of epplicable law or procedure,
this Agreement and any documents to be ¢xecuted pursuant hertto may be executed by either an
original signature or by sigoature transmined by facsimile wansmission, email attachment in
portable document format (.pdf), or other similas process. Each copy so extculed shall be
deemed 1o be an original and all copies 50 execuled shall constitute one and the same agreement.

18.  Paragraph Headings. The paragraph headings contained in this Agreement are for
convenience only and shall not be deemed to have modificd, expanded or limited the provisions

of this Agreement.

19.  Successors and Assigns. This Agreement shall inure 10 the benefit of and shall be
binding upon the respective successors and assigns of Lender and Borrower. The Lender may
uasgign eny of the benefits under this Agreement without the consent of the other party.
Borrower, Beddzll, and BPI may not assign any interest or obligation herein without the prior
written consent of the Lender, which consent Lender may withhold at Lender's sole and absolute
discretion,

20, Copfidentiality, The parties agree 10 keep the terms of this Agreemen
confidential except as mey otherwise be required by law or for dissemination to the accounting
and fega! advisors of the partics.

21.  Authority. Each person cxecuting this Agreement on behalf of an entity
represents and warrants that he or she has full authority 10 do so as the lawful and binding act
end deed of such entity. ' L

[BALANCE OF PAGE INTENTIONALLY LEFT BLANK]
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22.  Avplicable Law. This Agrezment shall be construzd in accordance with the
internal Jaws of the State of Washington and venue for eny action shall (ie in King County, -
‘Washington. :

IN WITNESS WHEREOF the partics hsve exccuted this Agreement as of the date first
szt forth above.

BORROWER: LENDER: =

LEA LLC
a Woshingien limited liahility company

By: Beddall Properties [ne. Douglas M. Dawar
& Washington carperatioa
Its= Sols M & Manager

BPL

Its: President add Sole Sharcholder

THE UNDERSIGNED APPROVES AND ACCEPTS THIS AGREEMENT AND AGREES TO
BE BOUND THEREBY IN ALL RESPECTS, NCLUDING WITHOUT LIMITATION,
THOSE OBLIGATIONS OF THE UNDERSIGNED UNDER SECTION 4 OF THIS

mi’%é._

/omhmc. Hatch, Esq.

{1961 7509634 DOC) 10
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EXHIBIT "A"
(Quit Claim Deed)

AFTER RECORDING MAIL TO:

Eugene W. Wong, Esq.
Lasher Holzapfel Sperry & Ebberson PLLC
601 Union Street, #2600

Seanle, WA 98101

Reference No.

Granior:

Grantee:

Abbr, Legal:

APNs:

1196115929654 DCC}

QUIT CLAIM DEED
N/A

LEA LLC -
a Washingion limited liability company

LEA HOLDINGS LLC
a Washington limiled liebility company

Multiple Uniis, Lea Hill, Condo Dec. £20070503001 |34
Vol. 68, Pgs. 60-69 (see Exhinit "B" for ful] lega) description)

See foliowing page

H
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423930-0010 421930-0020 4239300030
423930-0040 423930-0050 423930-0060 423930-0070
423930-0060 423930-0090 423930-0100 4259300110
423930-0120 4239300130 423930-0140 423930-0150
423930-0160 4239300170 $23930-0180 421930:0150

423930-0210 423930-0220 421930.0239
423930-0270 421930-0290 423930-0300
423930-0390 423930-0410 423930-0420 413930-0450
425930-0460 423930-0¢70 123930-0500 423930-0550
423930-0540 423930-0550 423930-0580
423930-0600 423930-0610 423930-0620 423930-0620
4231930-0660 423930-0670 121930-0680 421930-06%0
423930-0700 423930-0710 4213930-0720 423950-0730
423930-0740 4239300780 413930-0790 423930-0800
4239530-0810 423530-0830 £23930-0840 4239300880
423930-0890 423530-0500 £23930-0910
4231930-0950 423930-0970 423930-0980 423930:0990
421930-1010 421930-1020 423930-1040 423930-1080
4239501090 423930-1)10 423930-1120 “23930-1140
4239301150 423930-1160 423930-1180
423930-115%0 423930-1200 413930-1240 423930-1250
423930-1270 423930-1290 423930-1310 €23930-1320

THE GRANTOR, LEA LLC, a Washington limited liability coinpany, flor and in consideration of
Ten Dollars ($10.00) In hand paid, conveys, and quil claims to LEA HOLDINGS LLC, a Washington
limited tiability company, the following described real estate, situated in ihe County of King, State of

Washington, logether with all afier acquired title of the grantor therein (the "Property"):

DEVELOPMENT RIGHTS

UNITS | THROUGH 3, BUILDING A

UNITS | THROUGIHH 4, BUILDING B

UNITS ) THROUGH 3, BUILDING C

UNITS | AND 2, BUILDING D

UNITS 1| THROUGH J, BUILDING E

UNTTS | THROUGH 4, BUILDING F

UNITS 2 THROUGH 4, BUILDING G

UNITS | AND 3, BUILDING I

UNIT ). BUILDING J

UNIT 5, BUILDING L

UNITS | AND 2, BUILDING M

UNITS 2 AND J, BUILDING N

UNIT ), BUILDING O

UNIT 2, BUILDING P

UNITS 102 THROUGH 104, 107, 109 THROUGH 112, 203 THROUGH 211, UNITS 303
THROUGH 306, 308, 309, BUILDING R

UNITS 101 THROUGH 104, 108, 202 THROUGH 204, 206, 207, 301, 305, 306, 308,
BULDING § .

UNITS 101, 103 THROUGH 103, 107, 201, 202, 2086, 207, 302, 304, 306, 307,
BUILDING T

1196111592065 DOC) 12
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LEA HILL (FORMERLY CARRJAGE SQUARE) A CONDOMINIUM, ACCORDING TO
THE CONDOMINIUM DECLARATION RECORDED UNDER RECORDING NUMBER
20070503001134, AND AMENDMENTS THERETO, IF ANY, AND IN VOLUME 68 OF
CONDOMINIUMS, PAGE(S) 60 THROUGH 69, MNCLUSIVE, IN KNG COUNTY,
WASHMWNGTON.

This Quit Claim Deed is an absolute canveyance of title, in effect and form. This Quit Claim
Deed is not imended os a mertgage, trust, conveyance or security of any kind, This Quit Claim Deed is
given in licu of foreclosure of that certain Deed of Trust on the Property recorded under Auditor's File
No. 20061207001057, which Deed of Trust shall remain as a valid lien on the Property and shall not be
merged into this deed nor otherwise be extinguished by delivery, acceptance, or recording of this or any
other deed 1o Grantee. Norwithstanding RCW 61,24.100(7), tke Grantee's aceepiance of this Quit Claim
Deed does not exonerate Bradley E. Beddall from any lisbility as guerantor for the debt secured by the
Deed of Trost. This Quit Claim Deed is intended to convey to Grantee any and all legal, equitable and
other rights and interests of the Orantor of any and every nawre whatsoever in and to the Property
including, but not limited to, any rights Grantor may hereafter acquire and ony rights of redemption now
or hereafier held by or arising in favor of Grantor or sny person or entity by, through or under Gronior.
Without limiting the generality of the foregoing, Grantor hereby waives and forever releases and
relinquishes any and sl rights of redemption and similar rights of any nature whatsoever which it may
have or which mny sccrue in the future in connection with the Property.

DATED Effective the 29" doy of Deccrinber, 2009.

BORROWER: GUARANTOR:
LEA LLC
a Washington limited liability company \

Bradley E. Bkddall, Individually
By: Beddall Propenles Inc.
» Washinglen corporation
: Sole Member & Manager

By: Brodlef k. Beddall

I1s: President

[NOTARY BLOCK ON FOLLOWING PAGE}
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STATE OF WASHINGTON )

% } ss.
County of&é&i& }

| certify that | know or have sstisfaciory evidence that BRADLEY E. BEDDALL is the person who
appeared belore me, and soid person acknowledged that he signed this instrument individually and as the
- President of Beddall Properties Inc. and acknowledged it to be the free and voluniery ect of sald company
for the uses and purposes mentioned in this instrument.

AR .
DATED: This ©_ day of ¢ | , DOLO.

W, 20
_‘_ss-‘ . "I"f; Nafne (typed or printed)- T2 s

F AQ" OTARY PUBLIC in and for the State of Washingion
= (o) A esiding at
- 2 s Foas
= I Z  Myappoinmentexpires; & - 14 = DDIn
%4 22

IS

iy WABY
M
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RETURN RECORDED D

Eugene W. Wong

Laosher Holzapfel Sperry & Ebberson PLLC

DCUMENT TO:

601 Union Streey, #2600

Seattle, WA 98101

Reference MNo.

Grantor:

Grantee:

Abbr. Legel Des.:

Tax Parcel No.:

423930-0040
423930-0080
413930-0120
423930-0160

4239300270
423930-0190
423930:0460
4239100540
423930-0600

423930-0660
423930-0700
423930-0740
4239300810
423930-0890
4239300950
423930:1010
423930-1090
423920-1150
423930-1150
423910-1270

119611\5929654 0OC)

EXHIBIT "B"

ASSIGNMENT OF RIGHTS BY DECLARANT

20070503001 134

LEA LLC

& Washington limited Jiability company

LEA HOLDINGS LLC

4 Washington limited liability company

P, E. Yhof S.W. 1/a | Sec. 8, Twp. 21 N, Rge. 54, WM.,
King County, Weshington (full legal on Exhibit “A")

See following

4219300000
421930-0050
£21930-0090
423930-0130
423930-0170
423950-0210
423930-0290
423930-0410
423930-0470
425930-0550
423930-0610

423930-0670
4239300710
423930-0780
423930-0830
423930-0900
423930.0970
421930.1020
423930-1110
423930.1160
423930-1200
421930-1250

423930-0020
423930-0060
423930-0100
425930-0140
423930-0180
425930-0220
423930-0300
421930-0420
423830-0500

423930-0620

423930-0680
423930-0720
423930-0750
423930-0840
423950-0010
423550-0580
423930-1050
425930-1120

423930-1240
423930-1310

15
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423930-0030
4239300070
423930-0110
4239300150
42)930-0190
4239300230

4239300450
423930-0530
423930-0580
4239300630

423930-0690
423930-0730
423930-0800
4239300880

4239300990
4239301080
425930-1140
423930-1180
423930-1250
423930-1320
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The undersigned Declarant, pursuant to the Amended and Restaied Condominium
Declaration recorded under King County Auditor's File No. 20070503001 134 (the "Decleration”)
for Lea Hill, & Condominium (formerly Carrisge Square) per Condominium Declaration of
Carriage Square, a condominium under King County Recording No. 8403140775, as amended
and as shown on the Survey Maps and Plans for the Condominium recorded in Volume 68 of
Condominiums, pages §0-69, pages 70-80, and pages 81-88, King County, Washingion (the
"Condominium”), hereby irrevocably assigns to Lea Holdings LLC, @ Washington limited
liability company ("Grantee”), the rights of Declarant under Article 31 of the Declaration to
assign, transfer, sell, lease, or rent ell or a portion of the Condominium then owned by Grantee.
For purposes of clarification without limitation, the foregoing assignment is intended 1o ensure
the Grantee can freely assign, transfer, sell, Jease, or rent 8!l or a pontion of the Condominivm
then owned by Grantee as if the Grantee was 1the Declarant under ihe Declaration.

DATED Effective December 29, 2009

LEALLC
a Washington limited liability company

By: Beddall Properties Inc.
o Washington corporetion
: Sole Member & Manager

By: Bradley £/ Beddall

Iis: Presidemt

STATE OF WASHINGTON )

. } 8.
County urE&@LL }

I cenify thm | know or have saiisfaciory evidence that BRADLEY E. BEDDALL is the person who
appeared before me, and said person ecknowledged thet he signed this instrument as the President of
Beddalt Propenties Inc. and acknowledged it to be the fre¢ and veluntary act of said company for the uses
and purposes mentioned in this insrrument,

o 5 —

Nomef(ryped or prinied) JO N aTH»» C. L H—
NOTARY PUBLIC in and for the State of Washington
Residing a1 MU i cTE- o

My appointment expires: __ & = 14 ~ Doy o

1195131692963¢ DOC) 12129109 2
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Exhibit "A" 1o Assignmeni of Rights by Declarant

DEVELOPMENT RIGHTS

UNITS | THROUGH 3, BUILDING A

UNITS | THROUGH 4, BUILDING B

UNITS | THROUGH 3, BUILDING €

UNITS 1 AND 2, BUILDING D

UNITS | THROUGH 3, BUILDING E

UNITS | THROUGH 4, BUILDING F

UNITS 2 THROUGH 4, BUILDING G

UNITS 1 AND 3, BUILDING |

UNIT 1, BUILDING J

UNIT $, BUILDING L

UNITS | AND 2, BULLDING M

UNITS 2 AND 3, BUILDING N

UNIT 1, BUILDING O

UNIT 2, BUILDING P

UNITS 102 THROUGH 104, 107, 109 THROUGH 112, 203 THROUGH 211, UNITS 303
THROUGH 306, 308, 309, BUILDING R

UNTTS 101 THROUGH 104, 108, 202 THROUGH 204, 206, 207, 301, 305, 306, 308,
BUILDING §

UNITS 101, 103 THROUGH 105, 107, 201, 202, 206, 207, 302, 304, 306, 307,
BUILDING T

LEA HILL (FORMERLY CARRIAGE SQUARE) A CONDOMINIUM, ACCORDING TO
THE CONDOMINIUM DECLARATION RECORDED UNDER RECORDING NUMBER
20070503001134, AND AMENDMENTS THERETO, [F ANY, AND IN VOLUME 68 OF

CONDOMINIUMS, PAGE(S) 60 THROUGH 69, INCLUSIVE, IN KING COUNTY,
WASHINGTON.

119612\5729654.D0C} 17
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SPECIAL POWER OF ATTORNEY

1, BRADLEY E. BEDDALL (the "Principal” or “Shareholder™), residing in King County,
Washington, hereby appoint DOUGLAS M, DEWAR ("Dewar"), as my aitorney in fact, end
give Dewar full power and authority, in the place of the Principsl, to sign and deliver any and all
documents deemed advisable by Dewar (o carry out 1he obligations of Principal as the sole
shareholder of Beddall Properties [nc., & Washington corperation (the "Corporation”), gs the sole
member or with respect 10 Lea LLC, a Washington limited liability company. The power of
sitorney granted hereby is & power coupled with an interest, is on irrevocable, durable power of
utforney that survives the Shareholder's incompetency or death, may be exercised by Dewar by a
facsimile signature as the attorney in fact for the Sharcholder, survives the assignment or
atiempted assignment of the Shareholder's shares, and empowers Dewar 10 act to the same exient
far any successor shareholder to the Sharcholder'’s shares in the Corporation.

This Special Power of Auomey will cease and be of no further effect one (1) year from
the daie hercof, but such aulomatic termination shall be without prejudice to any actions
previously talcen by the above named attorney in fect for and on behalf of the Principal.

DATED Effective December 29, 2009
MCMW
ra

diey € Beddall, Principal

STATE OF WASHINGTON %
55,
COUNTY OF KING )

1 certify that | know or have satisfactory evidence that BRADLEY E. BEDDALL signed this
insrument and scknowledge it 1o be his free votyntary act for the uses and purposes
mentioned in the instrument,

—_
DATED: Jamesacs (nJlr 2216

OTARY PUBLIC in and for the

SN e tate of Washin
S } gion
ST % Residing at JAx k! LTE. o
H f *® h g';g My commission expires - /Y% - Jarv
= -r - =
A
’{,’ 3 e"/m,f’ F 3 _—?
AN
/ L
Uy o WS
QLTI
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CONSENT BY MANAGER
OF :
LEALLC

The undersigned, being the Sole Member and Manager of LEA LLC, a Washington
limited liability company (the "Company"), hereby consents in writing 10 adoption of the

following resolution:

RESOLVED: That Douglas M. Dewar, as Special Manager of the Company, is
hereby authorized to sign, on behalf of the Company and the undersigned
Manager thereof, any and all instruments, agreeinents, deeds, and dacuments,
including without limitation, documents providing for the conveyance or other
disposition of the Company's real propeny, assignments, bills of sale, leases, and
any other instruments, agreements, and documents necessary to modify, amend,
and/or assign the rights of the Company under the Amended and Restated
Condominium Declaration recorded under King County Auditor's File No.
20070503001134 (the “Declaration"), and to satisfy the obligstions of the
Company with respect to the foregoing.

FURTHER RESOLVED: That the power conferred upon the Specinl Manager
hereunder will cease and be of no further effect one (1) year from the deie hereof,
but such termination or expiration shall be without prejudice 1o any actions
previously taken by the above named Special Manager for and on behalf of the
Company.

Dated Effective December 29, 2009.

LEALLC
a Washinglon limited liability company

By: Beddnll Propertics Inc.
o Washington corperation
Its: Sole Member & Manager

©

By: Bradley(©} Beddall
Its: President

{19413\5929£5¢ DOC) 12729009 5
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CONSENT BY SHAREHOLDER AND DIRECTOR
OF
BEDDALL PROPERTIES INC.

The undersigned, being the sale sharcholder and sale dlre:_tor of BEDDALL -
PROPERTIES INC,, a Washington corporation (the "Corporation®), hereby consents in writing,

pursuant toa RCW 23B.07.040 and RCW 23B.08.210, to adoption of the following resolutions;

RESOLVED: That the Corporation's President, Bredley E. Beddall ("Beddall"),
is hereby authorized and directed 10 sign, on behalf of the Corporation and as the
sole member of LEA LLC, Washington limited lisbility company, the Property
Senlement Agreement, a copy of which is anached hereto as Exhibit A, whereby
LEA LLC agrees lo convey 10 Douglas M, Dewar ali of its right, title and interest
in the property commonly known as LEA Hill, a condominium (formerly known
as Carriage Square); and

FURTHER RESOLVED: That Beddall is further authorized and directed to do
all things and sign all documents necessary (o carry out the terms of the Property

Senlement Agreement
Dated effective December 29, 2009.
5 (&
Bradley\E. Beddall
Sole Shareholder & Sole Director
{1561 1§529634.D0C 20
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Ya

EXHIBIT "C"
(Power of Attorney and Forms 2848)

SPECIAL POWER OF ATTORNEY

I, BRADLEY E. BEDDALL (the "Principal®), resident of Snohomish County,
Washington, hereby irrevocsbly appoint JONATHAN C. HATCH ("Hatch™), as my attomey in
fact, and give Haich full power and authority, in the place of the Principal, to sign the Principal’s
2009 Federal Tax Retum and to endorse and negotiale, only for the benefit of Douglas M. Dewar
("Dewar”) and any successor and/or assigns of Dewar, any and all refund checks associated with
the Principal's 2009 tax return along with the power to receive said refunds and checks, The
powers granted hereby shell include without limitation the power of Hatch to execute,
acknowledge, and deliver any other document or instrument Hatch or Dewar consider desirable
to accomplish the purposes of this Special Power of Attorney and Dewar’s receipt of all refunds
associgted with the Tax Retumn. The power of atomey granted hereby is a power coupled with
an interest, is an irrevocable durabl¢ power of attomey that survives the Principal’s incompetency
or death, and may be exercised by Haich by a facsimile signeture as the anomey in fact for the
Principal.

This Special Power of Attomey is irrevocable and may not be terminated by the Principal
or otherwise.

r—-u
DATED: December 29, 2009 Eﬁ%b% | 00

Bradley E. Beggall, Principal

u;mum
e s [
mmnqsggn}

efAmeries
Province of

1 certify that | ksow or have satisfactory evidence that BRADLEY E. BEDDALL is the person who

appeared before e, and said person ocknowledged that he signed this instrument individually and os the
President of Beddall Properties Inc. and scknowledged it 10 be the fres and volumary sct of said company
for the uses and purposes mentioned in this instrument.

This dayof1 5 MAR 2[]10 2010.

Parichat P, Hines

ﬁu}pﬂ_d_ ( Consular Associate of the

Liriend z
' Nume (yped o priicd} vied States of America
[STAMP/SEAL]} NOTARY PUBLIC in and for U Emhg gfi
i Residing at &ﬁﬂ kok , Thailgnd
My appointment expires: Indefinite
{156)315929634 DOC) 21

App. A-21

1089



o 2848 Power of Attorney
and Declaration of Representatlve Tor 8 vea vy

Per e T8
Domrwan o 0u Tty Excabesd by
Vargr B Banits. * Trpe or pvinl. = Bae h8 sdoarels instructions, Hewe

Power af Attomey Tasprers

Cautlon: Form 2848 wil nol be honormd Lor sny purposs offit et ripresenlation belors te (RS Furclion
T 3 Informa ton. T L dadw tnb kwm on 2.0 ¥ Buis_ L 1
Teguyw favely) Bng OGRS Bacixd nacurity numbarts) lnmw Idantification

- 4 b
Bradiay B, Beddan H i %
clo Jonathan G Hatch, Esq. . . .
152 - 3rd Avenys B, 9101 s i H
Edmonds, WA 84020 Darylrne lalrohone muther | Pl aumber (| sopbeabie)
{425 ) 1714848

ety the toliowirg i) a8 -
1__ Rapesantitveds] misi wnd cate s lerm on Pl
e g docrins CAF MO .. i
Jonythan G, Hatch, Esa. Tetaprony Ho A3BTTIANG ...
152 - 3rd Averwa B, 8101 FaMe ... . . 925774 i
Edmondy, WA 98020 Croch ¥ oo Actrent U “tgroawa ) fuva O
Mamw ana sdonen CAF N2

Fax Mo
e e Acres 1) iR W Y ik €

13 repretend the LIpajper(s) baion tha inlemal Rivenus Sarvics lor (e lodowing tax malie:

3 Tex maliers

Type of Tea Oncome, Empiaymenl, Excita, vic) Tax Form Mumber Yaufs) o Pariogh)
m;wqmum-mmhmu (104, B4, 720, nic) {588 the indiriclions L Bog 3)
tncoros Tax 1040 2000

4 Bpasiio usa nol recorded on Cantraliied Authorizatien Fis (CAF). unwweimbluawﬂemummﬁumm
chich this baa Gov e natruciions [ Lne 4. Spackio Uses ot Recorded an

[ rizad, Tha rapr h APorted 10 1roalve 1AS Fapact conlidenlal 1as infomatipn #ng b DAMGIM Aty ard o acty that
lmmmndnmahwmm.mmﬂmww um-,wﬁrmarmmom
mmw Goi gl inchuda th

) aceionsl ¢ 50r 1 LS VD, TS POW I8 hmwmunp—-btmumwhmdmwncm
lehnlnlmulr Bas D fre § inciructions tor mene normalion
Exceptiens. An unensoled HHium prepaer canvol Lgn any documes Ler & Lacpayer and Ty onty
mwmmmwnwumMwﬂnummmwmlmmwmmwh
saction 10 Ne) of Treauwry Departrend Mo, T30 [Ceoul 730 An arwaled plen

= the exiend provided hmmmamvuw-m Sou T $14 § Inidnuctions Jor statiiclions on la MElNY palars. n moT) caies,
hmvnﬂlwnflm nd § sihorly b Bl Cor mengs, thay ey Oty Prctes unds: Tty supgviiion of BNCEher pastlionss.

Lt wrry tpdel by lo e Bc0 ritad in inb porsewr of Pllomay:
Fowsris, '“ﬂ(‘l’l!‘\‘t".’!.‘..‘ib“ powert "ﬂ!""“ fe12x roturn, and thy pewsr io sxacyie e rapuest
fos dipcloguie of tex ratumg o PRI,

& Recep of relund chacs. 0 you wanl © suthortts & rpreue v Aumed on Dre 7 fe teoeive. BUT NOT TO ENDOREE OR CASH, mluxd
chackl, Inkisl ham and kit e ndre of DL Hbresents vy beatow

riare of reprmaniative b recatrs rhond chacky) »Jonathon C. Haleh

For Privacy Azt snd Prosrwart Aeduction Aot Hotcs, ses page 4 ¢f Dw insiruclons, Cat e 110404 Fom 2848 pov o1ty

1196115915684 DOC) 22

1090

App. A-22



Form 2540 Rav 2000 Paga 2

1 Houoes and communicstions. Orgng nolites and glner writlen communicalionn wil Ba 3ord 10 yOU B0 b Copy Lo the Gy
repreaentalre Saleg a0 A 2

L] Iluwmmwmuwmmhadwnm"mumwmmmmm R

[ o not want Balic py or Communics choch INEBAS . . . . . . . . . .

[ o p Tra of Iy power of gomy Bomalicaly rrvokes 85 e»T powerds)
amnb%nwmm&nhbwwnmwnmwwlmwwmI ee
WK 10 fieshr @ prior power of wllomay Chech here, . L L, . .
wuuusuwacﬂaann'ormvrowmonnomnrvouwmnonwuum:rrsm

»  Gignaiue of u:mnummtmmmlhhltmumn\nmwﬂmmtmn#mmum

sinarwise, toe the Inslruciions ¥ sipnad by 3 corporat) effcw, parnes, girdan, Lpx MAMLS Wi, SXECLLDY, FEOMNAY, SOl yioe, or
trealey o0 betall of the LDy, lmmlmwmu-mmmmmmﬁhmm

S » IFHOT mn ANO DATED, THIS POWER OF ATTORNEY VAILL 8€ RETURNED.

L'ég%-'(i e 3/aAb5/2010 NA
- B Dus Title (f applcabis)

o Ios

I'.-ﬁ L

Bradley €. Beddall . DDU DG WA
Prin Name ! PIN Numbor Primt nama of taspayer from e ¥ J olher than Indhidual
e mo—— o o
o 0ooooo
Prinl Name PIN Nymber

Deciaration of Roprossnta

Coulion: mm-wm»wmammmtmmuwmmwmnm
kand §, 399 e haouction fst

mumumm
. lmmmmnWrmmmmiwmmm

» | W owerw ol reguistioy cdNlaned  Carculyr 230 0 CFR Part 100, &0 d g e practice of cartillad publc
setouniania, svoled sgents, ervolled BETULANL, A0 olhars;

¢ 1M o fapraien! e T Part ) or the Lax maliais) specileo D and

* 1 amona of

[

»  AlEmMay—a MEmbr in geod siending of e Bar of the hghis coun of (e [rlsgietion shown Balow.

b mmmmwmnmaamummhwmmumw

s Enoled Agaro—grrodrd 83 b sgand unde 1he requremends of Crouw 120

¢ Cfoce—gs bons Ade oifica 0 e Lapayers orpaniiaiion

o FUdTime Empioyse—a l-Ume enployes of Lhe Lupeys

I Farrby Mamoir—a maribe of (he LxDryars Mvnadats Lomly {tor szaroie, (oOuSs, D, Chad, brether, o 1)

] ankmhhm Bowro (v he Envcitment of Aziudries under 29 US.C 4142 fhe mutnority Ls
praction besors Uha nfemal Reverns Service Ut Endied by seclion 10 359 of Chmdws 330)

h unaniied Ass Proponer—(w sinetly 1o preclics balors U Inlemad Rovirus Sarvice b bmiag by Chouiar 30, palon
19 iK1V You fAussl hame prepered UM 1alum s quinton e the ba unasr try tha LS See d
mmhmmnm!umnm

= ALy —S LGB! Wit ecalves Pemislion 9 practcs Balory M (RS Dy virtue of Oy cIRius &4 0 iaw Viudend Lnde setlion
mmdclmaw

] mﬂu&—mﬂﬂnmmmumwmhmnmﬂnrmununummm
1 Cleutar 238,

1 Envolled Retisrnant Pan Ageni—ewoled B b ielremend urder D terdremants of Chrouter 230 (e suihadtly lo praction
w-ummmuuuumﬁ.?"' e

» |F TH!S DECLARATION OF REPAESENTATIVE IS HOT SIONED AND DATED, THE POWER OF ATTCRNEY WILL

BE RETURNED. S8 \he Pan B iny
Deuignation—iansnt | Juradiction {slate) oc
above leiter () ideniification Seanay Dute
] WA,

torn 2BAB pun #2000

{1961315919634 DOC) 23

1091

App. A-23



. 2848 Power.of Attorney
e Aea TR and Declaration of Representative fox "‘:" O
o srecheorogs P Type oe pAnL B See the 19D a18 Instruciions. i

Powar of Attormoy Teaonone

Cavlion: Form 1848 wil nol B8 honorud for Aty purpose ol IM- mmmﬁn balore the (RS Purction

LD \ndereation. Tas, L1 st cals this lorm Dty } A 1
TAW neme(l) 4c BacrIL sws ?“\H‘“‘f umberis mu Idantlestlon
n

Boddall Propecties Inc. : N
clo Jonathen C, Hatch, Exg.

152 - 3rd Avenus 5., 101 it i

Edmonds, WA 96020 Dyl TLlaohons fumbae | Plan furmbe (f sppleabic]
| 425 ) T7idn4s

herety sppoindy) the ing athre(s) Wb pllomey(dn-lact:

1 fsprasantal sl &nd eale U lorm on 2. Pad L

Name ang &30 ves

Jongthan C. Halch, Esg.
132 - 3ro Avenus §, F1D}

Hame and addrees "
R
FE MY, reinseassrnssrtirinssspppurasessnns
yphons fia (1 Fax .
Harre end pdons CAFNo ...

Fax Ma
Crackd naw: Address L)

10 I the LOADEYO ) Deite 0 (R WNbevhal Revermus Service bor (hg Laliowing Las malles”

3 Tas muitery

Tyoe of Tia fncoms, Empioymant. Excisa, sic) Tax Form Number Yaw{d or Periood)
m&l'nﬂrmu\lmmhhﬁ (n0en, Ay, 72, alz) [ao0 the bstractiony o bea 3]

Income Tax 1040 ! e

4 tmLkmmumuncmmnmmmmmuh hwuuuwbhlwuﬁcuumwnw
ahack Dis bax, Bae thy Instiuctions tor Line . §ecliic Usis Hol “ e e s . s & E

s rtxad, The et ind repec] confdmiial W inkanng Jon Bn0 Lt perloem any snd 43 sty tal
|mmwmmnmbwmmmanmalummmﬂhﬂnmwwgmum
Mm. doat ntd Includs M PO [orecelv (ifyng chachs (ats e 0 [t

mmu&nhmnlﬁwwumwhmumnmlﬂlﬂ'mldmnunbm
wu.mmunh;mmwmmﬂm
;-;ma:w Prepue mﬂz amrhouwu“m n bmied
Unanrols: fum Preparst on pegi Brucions. An ervadsd sshary may mmwwmmﬂmh
sacton 10 1 of Trassury Daparimand Clroutar Ko 720 (Circilr An o
uwmmuh:mwﬂuﬂﬂwmmtvnomhbfmwhuummmunumnhmm
Ur alucan] practuona s pivels k wnd § suinodly @ Imded (or sremls, Tvy ey eofy oriclics undar | prarthas

Last moy acwcific L Jocte 10 thi e&ls olranely W poaw of kiloTey. . i
Fewstle, "‘"‘" Nf\i.’lf-’.&!‘.!fﬁ!-)?!’.‘.".‘!f to.nign fhe Luzpsyer’y (pXFatu/n. poet Lhe p uml.......
i i ERMYL, .

B Racalpl of retund chacxi, Il you wird 1o subhorlts 8 reprstbtliOve resmed on Bng T to recehvy, BUT HOT TO EHDORSE OR CASH, ilund

Chwcka, inital hars &0 K41 the reme of gl 1Y adenieve Celow

Hame of rop 12 eocwbvw rabnd chucth) & Jonathan €, Haich
For Privecy Att und Paparwors Asductlon Ast HoUts, sae page 4 of Lhe lnriryctiony. Cai Mg 118304 fom 2848 pev o100
11961 NS525654 DOC] 24

1092

App. A-24



S

Form 1pad M 81000 P 2
T Helices dnd communicallony, Dogne notic s snd oiner wiliien commyrication wil by s I you an0 & copy 10 Ure oyl
mortsemizive f3ied on e 7
a ummummmmmulnumamﬂmwmmmm. ... B
b1l you S0 Al wient &y O3CES O Comaanicationd send io ek D o P T T MRV i m )
o
» 0

3 R ol prior p s} of mmammmm-mm\umm-n:wm
mymhmwwmﬂh‘m“lmmmmnmwmltmmldhwmI.lrndeul
winl 1o revchs & priol powsr Of oMY, STREA e, . . . f . 5
YOU MUST ATTACH A COPY OF ANY POWER OF lﬂﬂﬂﬂﬂ VW \'MNT TO HMH tH BI'FEW‘

v mmdulm;l.mm-mimmmwwmmmlmwmmuw

e Fulnvclion. Il signad by & corponiis oo, partis, Quisdlin, s mattens Canne, suscuite, recever, RAminkinalon, o
mmw«ﬂsmwlmamnmunmummmmmmwa Wepayer
1F NOT S!GNEO AND DATED, THIS WWEROFM’TOHHEYWBEHETUﬁNEO ? I‘om

Signalure Dats Titke ¢ sppeicable)
Gn#wﬁ.sudnﬂ ooooo IR
Prin} Nams PIN Number Pilnl name ol taxpaysr (rom Qe | H other than individual
S ¥ faees R e
e e HREAEO)
Prini PIN Mymer

m Decleration of Rapresantative

Caution: Shudents witr a speclsl onder 1 raprsens 15aren i qualled Low come Tacpayer Clrics o Dw Studient Tax Clinlg Program fevals
1anG QL 1 O MBS & PATR. -

Uncel peralies of §fury, | oeciiie ot

| pm nid Sumandy under swapension o debarment ¥an preciles belors the Nemal Revens Ravics

» 3 o wvary of rgvaiions somained in Chroutw 730 QI CFA, Pat 10l 1 ing I practies of ath cartlied publc
sccourdants, enoled agants, snrolad aciuares, pad gtherr,
+ | am mehorling @ rap th taapayerisl iceniMleg M Pan | 1or the Lis matiny) speciso 1 o

» 1 om ong o O (odowing:
m—ammammnnwuwwmunhmmmw

Corlfled Pubic ADCOUTILAN—OA TUEITHT 10 prasios 43 & oerlled puble sapouniart in tha hrisdiclion snown Briow.
Eanles Agendt—arvoled £3 30 Bgen und e e rgulaments of Clrouar T30

O we=s bona Gos oificw of e Leapdyes organiadon

Fuo-Tama Emplayee—a W) amployes & T Wapaym,

Famrly Mamder—a mambas of the Lespiyer's Inmsdals lamly flor evampde, epouns, parent, thid, Brow, of ghird

‘¥ O =8 GanTe

mwnwmﬂwwh‘! oarg for T ENeaminl of Atocies uncer 29 U BC 1247 (P autherty 1o
practics Delere I tdwnal Revsnus Sarvice s miad by section 10 310) of Clroune 730,
Unarrofnd Rrtum Pripares —(he authedlly 1o praciics baktes L Intamal Arvanus Sarvies by Bmilsa by Crouter 230,
elwmvmmmMln-mhmuﬁnﬁmmw&mum drallom by the 1AS. &
Aytum Preparir on pSgE 1 of U Imptrucuons
b Baoend Afiormery —=udin! who 1rcrh T PeTIEon 0 oaCicy Drie U RS by virtue of Dwir slatus 45 8 brw g Unde BACTON
10 713 of Cheuder 230
] m-ucn—cmmmmdmummmmub-wmu:mﬂmmu:u&uwmmm
10 1) of Chrodas 330

o

Ervoien Pl Ag ol unew e recuramens of Crae 230 (e sutr 19 pracice
w-wnmmwmumnw-mhn m?“ bl

» IF THIS DECLARATION OF REPRESENTATIVE I8 NOT S1QNED AND DATED, THE SOWER OF ATTORNEY WILL
BE RETURNED. Ses (he Pan Il fatrutilens.

Dasgnalion—inzert | Jurisckstion [sixic) o
above iter [ iantiication iy oae
. WA
Porm 2843 ur d3000)
[ 1961315929654 DOC} 25

App. A-25

o D oor .. Corde (10 foc

1093



Leona Phelan

From: Ken Smith (Traner Smith & Co,, CPAs) <KSmith@tranersmith.com>
Sent: Thursday, April 15, 2010 2:54 PM

To: Doug Dewar

Subject: RE: Lea LLC

See below

Thanks Doug

Ken

TRANER SMITH & CO., P§

Certified Public Avcostntants
Kennerh G. Smith CPA
110 James Street, Suire 106
Edimonds, WA 98020
425.640.8630 Tel
425.640.8655 IFax

KSmith(@ 'rapcrSmi

hp:/ Zm,'l'mggﬁlm.}h,ggm

T P
CONFIDEN DALY NOTICE: ‘ITe infs iemy in ihis o i a1 j ns tegally privilkeyed ond cunfidentiuk mrutmanun uum.k-lnnly fur the use of the
inlividdun! ns catity named nbove, 1 the reader nf'this 2 15 nol the ntend you e hereby notificd thet eny dl ion or sopy of I
issiun ix sitictly profuhited, 17 you huve reveived (hix ission i error, prmcddm the miessage and immediotely notily ushytmilwhlcphmw al428

0408650, Tntemet Comsnunicutions ure nod vecure il subject to pussible dia comiption, cither accidentally or na purpuse. ind muy cnmtain vinses. Furtheninge, o
wail is a informal arethod HF comnnanication and for thesy reasons, it will svmaully be inoppropriate W eely on pdvice anteined in un e-muil withoul ohining wrilien
confirmation of il 11 i now customary In send documents and aiber data via die Tnternet mmd wie will eonsides iha we lrave neecived your implich peraiission w dv so
wnless we resvive specifiv instructions fm vou otherwise. I0we receive o request rom you via e-mail, we will trent that 25 sutheriiy oo reply by e-mail,

‘Tu ensure complisnce with reyuirements mmposed by the JRS, “Traner Smuth & Co,, 'S, wivrms you thai any U S federl wax advice 1w s inelnd
any oituchinsents) is nol inkaded erwriden tu be wted, ond camnol he osed, tiw the rumose of (1) synshing penaliies under the Intemal Revenoe Code or (n) promnting, lnurm.lns
ot Jing tu another pany ony saction or mouer uddressed herein

From: Doug Dewar [mallto:DDewar@DMECPA.com)
Sent: Thursday, April 15, 2010 2:16 PM

To: Ken Smith (Traner Smith & Co., CPAs)

Cc: Eugene W. Wong; Jonathan Halch

Subject: RE: Lea LLC

Ken:
—

Thanks for getting everything done so quickly — | know you got a {ot of information at the last minute.

I was just able to access Brad's returns on line and | have the following initial comments:
1. Brad's address for his 1040 and his 1045 should be care of Jonathan Hatch. Since Shirley is not a party to the
settlement agreement, she is not bound to give the refund check(s) to Jon. We changed address ta Jon Hatch's

address
2. 1see that Brad ed on schedule B that he has no foreign bank accounts. | don't bwﬂ__ﬂ_a_ﬂ&“ﬂi-‘
correct based on what he has told me. | will check an this item and the highest account balance during the year

and will file the FBR report it required.

823
App. B-1



3. _1see nothing that shows the sale of his apartment house at 588 Elm. | believe he sold it to Mel Steinke In july
2009. Sold 1/12/2010

The only change ! insist on is the address change.

1f 1 find any further issues, | will advise you immediately.

Doug

From: Ken Smith (Traner Smith & Co., CPAs) [mailto:KSmith@tranersmith.com]
Sent: Thursday, April 15, 2010 11:15 AM

To: Doug Dewar

Subject: RE: Lea LLC

Doug

| was just meeting with John Hatch and he signed all the Beddall Properties Inc., Brad Beddall US Income Tax Return
Formm 1040, and Form 1045 Application for tentative refund.

Valerle Harrell from our office is sefting up file share for you to review the returns.
We have the Form 1045 ready 10 registered mail, return receipt requested to the IRS.

The address we used was PO Box 82703, Kenmore, WA 98028. Shirley Is to deliver the checks to Jon Hatch as they
arrive. Shirley met with Jon and | this morning to discuss in detail.

Please let me know of your approval.

We intend to efile the personal tax return today.
See attached cover letter, the refund is $1,196,433.
Thanks

Ken

e e o P P P e g . o e g P o o o e

TRANER SMITH & CO., PS

Certified Public Accountants

Kenneth G. Smith CPA

110 James Steeet, Suite 106

Edmonds, WA 98020

425.640.8650 Tel

425.640.8655 Fax
muith(@1'ranerSmith.ca

CONFIDENTIALITY NOTICE: The ik iod in dns ch i mal ¢ issin 15 fegully priviteged nnd confidential inti Titended sty for the wse o' the
\nimduﬂi o eatity numd ghove. INthe reader of this message is nat Uie intended recipient, Yo are Ilcl:h;. nutified thal any disscmination, dustibution or copy of the
n {5 strictly prohibited 10 vou have feceived this transmission in emor, please delcte Uie PHESOGC | und immedialely notity us by E-noil or telephone wt (425)
E40-8650  Imenmet Connienizations are vl gecure pnd subject 10 possible dala plioan, cither aceid Iy o un purpese, and may contain viruses. Funlwuinore, c-
il is on infonnal method oF comninication wd for these mmms. it will nunmally be insppropiale to rely en mivice cowtained in an c-mall without obtaiolng written

2
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conlienintion 't 11§< now custeniary to send docurmenis und otlier Wit vio e Internet wod we will consider thul we have recervied your implicii permission 1 do sn
unless we eeceive specific inviructions Mrom you mherwise, I we reecive @ eequest fram you via c-moil. we will treat that as suthoriny o rephy by e-mail.

Yo eTmitre cnpl wath reg ned DA the IRS, Trener Smith & Co, 158 ffoins you that any 11 8, Rkeral tas advice il in thit eation fincleding
iy atiachments) i ont iatendad or wrinen 10 be used, and cininot be uscd, for Ure pumpbse of (1) avoiding penalises under the Iniema) R Code or (i) propndi !
wr recumatding to annther pany sny IR0aelng or mauer skinsaed hioein

1B >

From: Doug Dewar [mailto:DDewar@DMECPA.com)
Sent: Thursday, April 15, 2010 10:17 AM

To: Ken Smith (Traner Smith & Co., CPAS)
Subject: RE: Lea LLC

Ken:

How is Brad's return coming? Per the terms of the settlement | am supposed to approve it before it is filed.

iy

Be sure L0 use Hatch's address.

Doug

App. B-3
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Leona Phelan

From: Ken Smith (Traner Smith & Co.,, CPAs) <KSmith@tranersmith.com>

Sent: Monday, June 07, 2010 4:32 PM

To: Doug Dewar

Subject: FW: Form 1045 & Form 1040 Beddall

Attachments: 2009 Beddall 1040 PDF; 2009 Beddall 1045.PDF

Doug

Please find attached the filed tax returns 2009 Form 1040 and 2009 Form 104Q a5 requested for Brad Beddall. We were
given permission by Brad Beddall lo release the attached returns based on your request.

Please open the altached with the last four digits of your social security number
Thanks
Ken

e o e P R P . P P . B . P o

TRANER SMITH & CO., PS
Certified Public Accountunts
Kenneth G. Smith CPA

110 James Street, Suire 106
Edmonds, WA 98020
425.640.8650 I'el

425.640.8655 IFax

St TranerSmith.

AP \Y

CONFIDENTIALITY ROTICE: The Intormation in this eleciranic mnail insinission is legally privileged and comidentiol information intended only tor the use of the
mdividual or conity nanwad above. 10the reader of this messuge is not Ui inleaded recipient. vou are herehy notified that my dissemination, distabution or copy of the
transmission s strctly prohibited 1 yon have recenved this trunsmission in error, pleate deleie the messuge and inmediately notily us by Ganail or telephone i (423)
AI0-B650  Internet Commuminaiinons are not sccu ond suhject so pussible data corruption, either accidentally o vi purpose. and gy conlain viruses, Furih L c-
inail s un infrmed methnd of connnuncanon and 1nf these reasons, it will nurmally be mappropoiate v fely on pdviee contained in an e-mil without ubinining wiitien
contirmation of it 10 1s new costoneery o send dincunients and other data vin ihe Interel amd we will consider thut we have received your imphicit pennission to do so
unless we reecive gpecitic instructions Nom you othenvise, 17 we reecive aeguest Gom you vio e-mail, we will rea that 9% authority o reply by conail,

Fia ensure compliance sith requarements imiposed by the IR, Troner Smith & Co | P S infarms you diotany LLS dederil i 3dvice © ined i this © tincluding
wmy atchinents ) is nut inteided of wiltlen (o be used, and cannat be teed, 17 the purmese of (1) avoiding penaliies under the Internnt Bevenue Codv e L) promotimg. markeun
ot revonmending to onuther parly uny' Wansaciun o multcr eddressal horein
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Ryan Onosko

From o Sonth (Teanes South & Co. VPAs) - KSithidt anersmith coms
Sent: Ligndoy Junc 00 2010 4 32 Pra

To: Doug Dewar

Subject: PLY Form 1043 ¢ Form 1040 Beddall

Attachments: S009 Beddall [0 POF 7009 Bedaall 1045 PDOT

Doug

Please lnd aitached thie Iled 1aa relums 200G Faremn 1000 20! 2000 Furm 1040 as requested lor Brad Beadall We were
qiven prenussion by Brad Beddall o relessn the giached reirs based on your request

Please open the Allached wh the Last fowr digils ol vowr social secunaty number

Thanks

Kan
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b /2w ol nerh oy
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P setadied U
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w s el oot see o dims sl

i o vl e g e

P A XTI athien avenle PR R TR X KNI

Al sl e el 1
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TRANER SMITH & CO., P.S5.
110 JAMES STREET. SUITE 106
EDMONDS, WASHINGTON 98020

BRAD BEDDALL
152 3IRD AVENUE §, 10}
EDMONDS, WA 98020

{118 P P P L e Y PP 1
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Caution: Forms gouted from valhin Agobe Acrobinl products imay not meel IRS or stale tdxing agency
specihcations. Whea using Acrobal 5.x producis. uncheck the “Shonk oversized pages o paper sue” and
uncheck the  Expand snall pages lo paper $17¢° oplions in the Adobe "Print” dialog  When usmng Acrobay
G and e products 2008 selecl "Noneg” i ihe Page Scalng selection box o the Adobe “Print” dinlng

CLIENT 5 COPY
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HAKE:

BRAD BEDDALL

Tax Return Carryovers to 2010

1 e
Bu.::t::lml! st l]ﬂ-;,l.:,::‘-_m. fll'l. é}' Amaun
1040 pOL C/0 FROM 2009 1040 528,749,
6291 24T NOL C/0 FROM 2009 1040 4,184, 767.
-
—
I e ———————]
S
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Two-Year Comparison Worksheet

2009

Nanmgi 5 05 Sl 5 oo odey
BRAD BEDDALL
2008ty St STNGLE

ISoml SOCLnry e

CeerogSiows SINGLE

2008 Fax el =2 0.0%

o e Baoes 0. 0%

Deseripirn Taw Year Far Yen Incicase

2008 2009 (Decicasey
CHEDULE 8 TAXABLE INTEREST 15,551, 1.241. -8.310.
CH. C/C EZ (BUSINESS I1HCOME. LOSS! -82.286. -17.728. 64.558.
AXABLE IRA DISTRIPBUTIONG O 52,827. 52,827,
SCHEDULE E (RENTAL AND PASSTHROUGH) +223,022. 4,190,153, -3, 936.631.
TOTAL LNCOME ~320,257.] -4.147.813.0 -3.827.5456.
PEHALTY ON WITHDRAWAL OF SAVINGS 4,172, 0. -4.172.
TOTAL ADJUSTMENTH 4.172. 0. 4.172.
ADJUSTED GROSS THCOME 324.429. 4,147 ,8i3. -1,823,364.
MEDICAL AND DENTAL EXPENSES 82,075, 18,220. 70,855.
TAXES 5.459. 5.578. 1i9.
INTERESY +DEDUCT!BLE] 12.19%. 18.734. 6,543,
TOTAL ITEMIZED DEDUCTIOMS 106,725. 42.,532. 64,193,
INCOME BEFORE ELEMFTIONS 431,154, -4,190, 345. =3,759,191.
PERSONAL FAEMPTIOMS 7.000. l.4650. -3.350.
TAXABLE TINCOME -438,154. -4,193,99%. 3,755,841,
[ESTIMATED TAX PAYMENTS 12,950, 0. - 12,950,
TOTAL. PAYMENTS 12.950. 0. -12.950.
rai OVERPALD 12,950. 0. -12,950.
12.950.1" 0. -12.950.

’MIDUNT PEFUNDED

App. C-6
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TRANER SMITH & CO., P.5,
Certified Public Accountancs
110 James Streec., Suite 106, Edmosidn, WA 98020
tel: 425.640.8650 fax: 129.640.8655

June 7, 2010

Brad Beddall
152 3rd Avenue 5, K101
Edmonds, WA 98020

Dear Brad:

Enclosed is your 2009 income tax rebturn.

Specific filing instructions are as follows.

FEDERAL LNCOME TAX RETURN:

This return has been prepared for electronic filing and the
practitioner PIN program has been c¢lected. 1f you wish co
have your return transmitted electronically to the IRS,
please sign and return Form 8879 to our office. We will vhen
submil your electronic return to the IRS. Do not mail the
paper copy of the rrturn to the TRS. Return f[ederal Form
BB79 to us by October 15. 2010.

Mo payment is reqguired.

FORM 1045 APPLICATION FOR TENTATIVE REFUND:

Mail vour application for Lentative -celund on or before
pecember 11, 2010:

Hall co Department of the Treasury
Internal Revenuve Service Center
Fresno, CA  9388R-0002

A relund of 51,195,433 has been regueslad.

Farm 1045 should be signed and Adated by vou

App. C-7
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Your copy of the return is enclosed tor your [iles. We
suggest Lhat you retain this copy indcflinitely.

Sincerely,

Kenneth G. Smith CPA

840
App. C-8



2009 TAX RETURN FILING INSTRUCTIONS
U.S. INDLVIDUAL INCOME TAX RETURN

FOR THE YEAR ENDING
December 1!, 2000

Prepared for

Brad Beddall
152 3rd Avenue S, 101
Edmonds, WA 98020

Preparad by

Traner Smith & Uo. P.S5.
110 James Stieetl, Suite 106
Edmonds, Washington 98020

Amount of tax Tataitas 4 0
LEGs TS A0 Sl g 0
R -] H 0
No pmt required ¢
PASCAIANG L - Llanatein:. 3 [}
Owerpayment Coanitan 12 ,oam e&lmaied 1 < 0
Relundea 1o /o s 0
Make check Not. applicable
payable to

Mail 1ax return
and chech it
applicuble) 10

This return has becn prepared f{or electronic filing and the
practitioner PIN program nas been elecied. To have it
cransmitted elecironically. sign and retucn Form B8Y9 to our

office. We wil! then submit vour electronic rerurn to the IRS.

Hetorn must be

matied vn
or belare

Retuzn federal Form F87% 7o us by Ocunher 15, 2010.

—
Special
Instructions

ey
LANCY

App. C-9
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TAX RETURN FILING INSTRUCTIONS
FORM 1043 A/PLICATION FOR TENTATIVE REFUND

FOR THE YEAR ENDING
Necember 31, 2009

Prepared tor

Bra<d Becddall
152 3rd Avenua S, #4101
Cemonds . WA 03920

Prepared by

PTranzy ASmich & Co., F.S

110 Jamas Sutrcel, Suite 1006

Edmonds . Washington 98020
Mail tax Depariment of the Treasury
relurn 1O

Interral Ravenue Sevrice Center
Fresne, Ca G3B@8 0002

Return mus! be
mailed on
or belore

December 31, 2010

Special
Instructions

Form 1645 should be signed and dated by you.

t refund of 51.196.433 has been requested.

App. C-10
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TRANER SMITH & CO., P.S.
Certified Public Accountants
110 James Street., Suite 106, Edmonds. WA 2EQ20
tel: 425.640.8650 fav: 425.640.855%

PRIVACY POLICY

CPAs, like all providers of personal financial services, are
now required by law to inform their clients of their policies
regarding privacy of client information. CPAs have been and
continue to be bound by professiona! standards of
confidentiality thal are even more stringent than those
required by law. Therefore, we have always proiecred your
right to privacy.

TYPES OF NONPUBLIC PERSONAL INFORMATIOMN WE COLLECT

We collect nonpublic personal informeLion about you Lhat is
either provided to us by you or obtained by us with your
authorization.

PARTLES TO WHOM WE DISCLOSE INFORMATION

For current and former clients, we do not disclose any
nonpublic personal information obtained in the course of our
practice except as required or permitted by law. Permitted
disclosures include, for instance. providing information teo
our employees and, in limited sitvalionrns, to unreclated third
parties who need to know that information to assist us in
providing services to you. In all such situaticns, we SCress
the confidential nature of information bheing shared.

PROTECTING THE CONFIDENTIALITY AMD SECUR!TY OF CURRENT AND
FORMER CLLENTS' IMFORMATION

We retain records relating te professional services that we
provide so that we arc betier able to ass5ist vou wilh your
professional needs and, in some cases. to comply wilkh
professional guidelines. In orde:r to guard your nonpublic
personal information, we maintain physical. electronic, and
procedural safeguards that comply with our professional
standards.

Please call if you have any questions, because your privacy.
our professional ethics. and the ability Lo provide you with
quality {inanclial services are very important Lo us

App. C-11
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- 8879 IRS e-file Signature Authorization CWIE HA 1335 007

B Do ant RS tows
oL S sond to the RS Tres o5 not & (8ecotuin 2909
Itp it R site St e P Keep thes lorm 191 pow (000t us, S6C nsleuchons,

Declatatin Londr ot Lipoges Il - th ' 00 9] 5048 15750 o

Thpayes s v
BRAD BEDDALL

Sl % naree

| Part1 1 Taa RAeturn Infarmation - ‘I'a___x Yeor Ending Decembar 3?,5’66‘5 ol Dnlany oty »

T Adpaiiet SOR4 VA Log et et SO0 e 3B Forc HOH0A WoR YT P g - VRICES Gag b 1 -4, 147,877,
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5 mmnu;mm‘;nm WD, e DA Frart WOHDA e 3B, oy 1LHIE D wnp 1. 5 .

[PartTi]  Taxpayer Declaration and Signature Authunzation {80 sure you gel and keop A copy of your return)

Ul pronatie s ol periar, Db o S0 100 v oot o D00 IE by 20000 SReEr 4t g I B I, A SR e T 1
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Taspnayer's PIN, cheeh te box oty

m Jaumanz- TRANEH SMITH & CO., P.5. 10 GOt L8 e 818 fr, D40
ENQ trm nime e =
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Practitioner PIN Method Returns Only - continue below
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ERD's EFIN/PIN. a7 70 te £ ELORE 0 50et ol £yt Ieas a3l 88 G Tl PR

il a0t enter 0 20
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g ss e e KENNETR G. SMITH CPA ~p 06/07:2010

ERO Musl Relain This Form - Sce Instruchions

A syt
el g 2o Not Subimit Tiws Form 1o the IRS Uniess Requesied To Do So
LA for Paperwark Azduchion Aci Neste, see instuciany Fra A 702000
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Tox Year 2009 e-iile Jorat/Discloswe
for Farm 1040, 1040A, or 1040E2
using Practiboner PIN method
{with or withoul Eleclronic Funds Withdrawal)

ERO Declaration
75 T O NG OFRRE v a0 B A W B b e T i e e A Dy i IRy e B phe
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E£RO Signature
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Taxpayer Dacioralions

Pernury Statement
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. 4868 |

¥ OMiwniiE oy

Applicélion for Automatic Extension of Time
To File U.S. Individual income Tax Return

e & |
l Fan Ii Tdeniilicabon

BRAD DEDDALL
157 3RD AVENUE 5. #101
ECMONDS, WA 98020
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Electieon to Carryback Net Operating Loss

Brad Beddall
152 3cd Avenue §, #1101
Fdmonds, WA 98020

Taxpayer Identificarion Number: _

For rhe Year Ending Decvember 31, 2009

Brad Beddall hereby elecLs to apply Sec. 172(hi(1}Y(H) under
Revenue Procedure 2009 52 to carryback any NOL incurred for the
rax year ended December 31. 2009. The taxpayer is not a TARP
recipicnt nor. in 2008 or 2009. an affiliace of a TARP recipient.
The NOL carryback period selected is 5 preceding years.

App. C-45
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Election Lo Combine Rental Real Estace Interests Into QOne

Activity Fursuant Lo !RC Sec. 469(cH(T7Y{A}

firad Beddall
152 3rd Avenue . ¥iQ1
Edmonds, WA 58020

Taxpaver ldentification Number: -

For the Year Ending December 31, 2009

Drad Beddal)] hereby elects, pursuant to IRC Sec. 463(c)(7}{Al. to
combin® al]l rental real estate intorests into one activity. For ch#
tax year ending December 31. 2009. Brad Beddall was a qualifying

taxpayer as defined by IRC Sec. 462{c}(7)(B).
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FOOTHOTLE STATEMENT

1

TAXPAYER 1S ELECTING TO APPLY SECTION 1:/2¢8:..itH,
UNDER KEV. PROC. 2009 52.

PAXBAYER IS NOT A TARFV RECIPIENT NOR, IN 2006 OH 2009, an
AFFILIATE OF A TARP RECIPIENT.

TAXPAYER IS ELECTING AN NQL CARRYBACK PERTOD OF 5 YEARS.

29 STATEMENT(S)

App. C-47
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BRAD BEPDALL o

e P—

FORM 1040 SOCIAL %iFURlTY ﬂEN}F'TS WORKSHEET STATEMENT 2

CHECK ONLY ONE BOX:
X A. SINGLE, HEAD OF HOUSEHOLD, OR QUALTFYING WIDOW(ER)
3. MARHIED FILING JOINTLY
C. MARKJED FTLING SEPARATELY AND LIVED WITH YOUR SPOUSE
AT ANY TIME DURING 2009
D. MARRJED FILING SEPARATELY AND LIVED APART FROM VOUR SPOUSE
FOR ALL OF 2009

1. ENTER "THE TOTAL AMOUNT FROM BOX 5 OF ALL youRm
FORMS SSA-1099 AND RRD-1099. ALSD, ENTER THIS AMOUNT ON
FORM J04U, LINE 20A. . . 5 S T 35,481,
IF YO!U CHECKED BOX B: TRXPA\ER AMOUNT
SPOUSE AMOUNT .
ENTER ONE HALF OF LINE 1 . . . . . . . « « « v « v v « . . 17 741,
ADD THE AMOUNTS ON FORM 1040, LINE 7, 8B, %A, 10 THRU 14,
158, 16B, 17 THRU 19, 21 AND S5CHEDULE 8. LINE 2. DO NOT
INCLUDE ANY AMOUNTS PROM BOX S5 OF FORMS §SA-1099 OR RERB-109%9 -4 147,613,
4. ENTER THE AMOUNT OF ANY EXCLUSIONS FROM FOREIGM EARNED
INCOME, FOREIGN HOUSING. INCOME FROM U.S. POSSESSIONS,
OR INCOME FROM PUERTO RICO BY BONA FIDE RESIDENTS OF
PUERTO RICO THAT ¥YOU CLAIMED . . . . . R
S. ADD LINES 2. 3, AnD 4. . . - 4,130,072,
&. ADD THE AMOUNTS ON FORM 1040 LINES 23 THROU&H LINE j2.
AND ANY WRITE-IN ADJUSTMENTS YOU ENTERED ON THE DOTTEDR
LINE NEXT TO LINE 36. . . . . e "B ¢ i 0.
7. SUDBTRACT LINE & FROM LINE S . . i G R, B 4,130,072,
8. ENTER: $25.000 IF YOU CHECKED Box h OR D, OR
$32,000 1F YOU CHECKED BOX B. OR
$-0- IF YOU CHECKED BOX C. . . " . 25,000,
9, IS THE AMOUNT ON LINE 8 LESS THAN THE RROUNT ON LIN& ??
[%] MO. STOP. HONE OF YOUR SOCIAL SECURITY RENEFITS ARE
TAXKABLE, ENTER 0- ON FORM 1048, LINE 20B. IF YOU ARE
MARRIED FILING SEPARATELY AMD YOU wiVED APART FRUM YOUR
SPOUSE FOR ALL OF 2002, BE SURE YOU ENTERED 'D' TO THE
RIGHT OF THE WORD "BEMNEFITS™ ON LINE 20A.
| | YES. SUBTRACT LINE &8 FROM LINE 7 . . . . . . . . . . . 0.
10. ENTER $9.000 IF YOU CHECKED BOX A DR D,
$12.000 1F YOU CHECKEL BOX B
$-0- IF YOU CHECKED BOX C . R
11. SUBTRACT LINE 10 FROM LINE §. IF ﬁbRQ oa Less ENTKR i}
12. ENTER THE SMALLER OF LINF § OR LINE IC o % Tan
13. ENTER ONE HALF OF LINE 12. L. . .
14. ENTER THE SMALLER OF LINE 2 OR LIN} 13 .. R
15. MULTIPLY LINE 1} BY 85% (.85). IV LINE 11 zs ?ERO ENTER 0
16. ADD LIYNES 14 ANMD 15. . . o = : ¥ e b o & &
17. MULTIPLY LINE 1 BY 85% (. 85: Lo R

AP &

18. TAXABLE BENEFITS. ENTER THE SMALLER OF LINE 16 OR LINE 17 G.
¢« ALSO ENTER THIS AMOUNT ON FORM 1040, LINE 208

30 STATEMENT{S] 2

App. C-48 880



DRAD BEDDALL

FORM 1040

IRA DISTRIBUTIONS

NAME OF DAYER

FRONTIER BANK

TOTAL TO FORM

STATEMENT 3

GROSS
ODISTRIBUTION TAXABLE AMOUNT
52.827. 52.827
52,827. 52,827,

SCHEDULE .A

OTHER TAXES

STATEMENT 4

DESCRIPTION

AUTO LICENSE
BOAT LICENSE

TOTAL TO SCHEDULE A, LINE 8

AMOUNT

235.
898.

e I i N

SCHEDULE A

POLINTS NO'V REPORTED

ON FORM 1098

STATEMENT 5

DESCRTPTION

REFINANCE POINTS

REFINANCE

TOTAL 10 SCHEDULE A, LINE

AMORT .
DATE RE- TOTAL PERIOD AMORTIZATION
FINANCED POINTS /MOS . THIS YEAR
11/01/98 2,500. 360 1.656.
D3727/09 5,213, 360 130.
i,786.

e e R

SCHEDULE A

MEDICAL AND DENTAL EXPENSEE

STATEMENT ]

DESCRIPTION

PRESCRIPTION MEDICINES AND ORUGS
EYEGLASSES AND CONTACTS

DOCTORS . DENTISTS., ETC.

MEDICARE PREMEIUMS WITHHELD

SELF EMPLOYED HEALTH INSURANCE

TOTAL TO SCHEDULE A, LINE 1

31

App. C-49

AHOUNT

9.847.

3
1, 9T
2.852.
3,518,

18,220.

STATEMENT(S) 3, 4., 5. 6

881



" BRAD BEDDALL

SCHEDULE F

OTHER EXVENSES

STATEMENT 7

RESIDENTIAL RENTAL YIEW RIDGE

DESCRTPTION

HOME OWNERS DUES
AMORTIZATION

330 ELm Sv B202 EVER, WA

TOTAL TO. SCHEDULE E. PAGE 1, LINE 18

AMOUNT

2.72%.
3L,

2,752,

SUNECULE E

OTHER EXPENSES

STATEMENT 8

RESIDENTIAL RENTAL

DESCRIFTION

AMORTIZATION
TOTAL TO SCHEDULE E

588 ELM -

PAGE 1,

588 FLHM ST EDMONDS,

LINE 18

Wa

AMOUNT

463.

463.

SCHEDULE E RECONCILTIATION FOR REAL ESTATE PROFESSIONALS STATEMENT 9
FORM DESCRIPTION AMOUNT
SCH E Pl RESIDENTIAL RENTAL-VIEW RIDGE 330 ELM ST 14202
EVER., WA -4,257.
SCH E Pl RESIDEMTIAL RENTAL 588 ELM 588 ELM ST EDHMONDS.
WA -9.110.
TOTAL TO SCHEDULE &, LINF 43 -13,367.
D e e

32

App. C-50
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TRANER SMITH & CO., P.S.
110 JAMFS STREET. SUITE 106
EDMONDS . WASHINGTON 98020

BRAD BEDDALL
152 3RD AVENUE &, #10!
~ EDMONDS, wA 98020

{1 70 1% O A B 1 PO |

K i

App. C-52 884



Caution: Farms ponted froanwnin Adobe Aciobit products may not meet 1AS or stale taxing agency
speclhcanons  When usmig Acrobal 5 ¢ products uncheck the “Shrak gversized pages 10 paper size™
uncheck the Expand soal naods 1o paper see” oploes, mthe Adobe ‘Prnt” distog. When using Acrabat
G dond Wt Produnid ven o, sul2CE Nong T w g TPhge Scibng’ selachion box m the Adobe “Pran” diatoy

CLIENT S COPY
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Tax Return Carryovers to 2010

samt  BRAD BEDDALL

10 Musripes

P ki il £ 1. Aoy
1040 NOL C/0 FROM 2009 11040 528, 749.
251 AMT NOL C/0 FROM 2008 104G . 4.184.767.

App. C-54
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Two-Year Comparison Worksheet

2009

Namga as Shamm Duafimn
BRAD BEDDALL

SO0l Tz ede

FO0E g Saive S LNGLE

SR g Sk S INGLE

00817 Bkel O, 0%

TG T B 0. 0%

esciiphon

“HED = TAXANLE INTEREST

SCH. C/C EZ (BUSINESS INCOME/LOSS)
FAXADLE I1HA DISTRIBUTIONS

ISCHEDULE E (RENTAL AND PASSTHRQUGH)
TOTAL LNCOME

PENALTY ON WIiTHDRAWAL OF SAVINGS
TOTAL ADJUSTMENTS

I\DJUSTED GROSS INCOME

MEDICAL AND DENTA! EXPENSES
ITAXES

INTEREST (DEDUCTIBLE!} 7
TOTAL ITEMIZED DEDUCTIONS

IHNCOMF BEFORE EXEMPTIONS
PERSONAL EXEMPTIONS
TAXABLE INCOHE

ESTIMATED TAX PAYMENTS
TOTAL PAYMENTS

TAX OVERPAID
{AMOUNT REFUNDED

Tax Yea: T2z Yenr [T T

2008 008 lecie ases
TS, 351- T2 3 310-
-82,286. ~17.728. 64 .558.
0. 52.827. 52.827.
-253.522. 4,190,153, 3,9316,6131.
320, 257. 4,147,813, 3 B27.556.
4.172. B 4,172,
4,172, 0. -4, 192,

324,429, 4,147 8113, }.823.1384,

89.075. 18.220. 70.855.
5.459. 5.578. 119.
12.191. 18.734. 6,543,
106,725, 12,532, G4.193.
-431.154.] 4,190.345.] 3.759.191.
7.000. 1650, 1.350.
-438.154.] -4.193.995.] ).755,841.
12,950. 0. 12.950.
12.950. 9. 12,950.
12,950. 0. 12.950.
12.950. 0. 12,950.

et ) FiFe

App. C-55
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TRANER SMITH & CO., P.S.
Certified Public Accountants
110 James Streer, Suite 106. Edmonds, Wa 98020
tel:. 425.640.8650° fax: 325.640.864%%

June'7, 2010

Brad Beddall
152 3rd Avenue 5, #1101
Edmaonds WA 98020

Dear Brad:

Encviosed is your 200% income tax recurn.

Ypecific filing instructicns are as follows.

FEDERA!L THNCOMF TAX RETURN

This retucn has beeou prepared (or electronic filing and the
practitioner PIN program has been eclocted. If you wish ta
have your return cransmitied electronically 2o cthe IRS,
please sign and return Form 8879 to our office. We will then
submit your eleccronic return to the IRS. Do not mail the
paper copy of the return to the 1RS, Return. federal Form
8879 to us by October 15, 2010.

No payment is required.

FORM 1045 APPLICATION FOR TENTATIVE REFUND:

Mail your application for tenvatvive refund on or hefore
Decewmber 3!, 2010:

Mail to Depactment of the Treasury
Internal Revenue Service Cenler
Frestno, CA 238B88-0002
A refund of $!,19€ 413 has been requested.

Porim 1043 should be signed and dated by vou.

App. C-56
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Your copy of the revurn is enclosed for your [iles. We

suggest that you retain this copy indefinitely.

~

Sincerely,

Kennath G. Smith CPA

App. C-57 859



2009 TAX RETURN FILING INSTRUCTIONS
U.5. INDIVIDUA!, INCOME TAX RETURN -

FOR THE YEAR ENDING
December 31, 2009

Prepared lor

Brad Deddall
152 3drd Avenue S, #101
Edmonds . WA 58020

Frepated by

Tranar Swith & €o., P 5.
110 Jamey Street, Suite 106
Edmonds. Washingion 98020

Amount of tak

St e & Q0
LOSS ek 0EG NG el 3 1]
Pouig, metr it 30 e O L O]

No pmL reguired s

ManCrtlnion s Dooale s 0
Overpayment Craeats tis o SRIIRIGN (s 0
Heturion 19,00 5 g
Make check Not applicable
payabie io

Mail 1ax relurn
and check {it
applicable} 1o

This return has been prepared for electronic filing and the
practitioner PIN proaram has been elected. To have it
rransmitted electronically, sign and return Form BB79 ro our
office. We will then submit your electroni¢ return to the IRS.

Aeturn must he
mifed on
or betore

Recurn federal Form BE79 to us hy Occober 1%,

Sprecial
instructions

App. C-58
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TAX RETURN FILING INSTRUCTIONS
FORM 1045 - APPLICATION FOR TENTATIVE REFUND

FOR THE YEAR ENDING
December 31, 2600

Prepared lo

Brad Beddall
1%2 3rd Avenue S, #}01
Edmonds, WA 98020

—

Prepared by

Traner Smith & Co.. P.S.
110 Jawes Street, Suite 106
Edmonds, Washingtoen 92020

Mait 1ax
returs to

Department of the Treasuéy
Iaternal Revenue Service Center
Fresno. CA 93888 0002

Return must be
muoiled on
or before

Pecember 31, 2010

Special
instructions

Form 1045 should be signed and datad by you.

A retund of $1,196.433 has been requested.

App. C-59
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TRANER SMITH & CG.. P.S.
Certified Public Accountants
11¢ James Street, Suite 106, Edmonds. WA 98020
Lel: 425.640 8650 fax: 425.640.865%

PRIVACY POLICY

CPAs, like all providers ol personal financial secrvices. are
now required by law Lo inform their clients of their policies
regarding privacy of client information. CPAs have heen and
continue to be bound by profeszional standards of
confidentiality rhat are even more stringent than those
required by law. ‘I'nerefore. we have aiways protected yout
right to privacy.

TYPES OF HNOMPUBLIC PEFRSOMAL INFORMATION WE COLLECT

wWe cellect nonpublic personsl information about you that is
either provided Lo us by you or obtained by us with your
authorizacion.

PARTIES TO WHOM WE DISCLOSE INFORMATION

For current and former clients, we do not disclose aay
nonpublic personal information obtained in che course of our
practice except as reguired or permitted by law. Permitred
disclosures include, for instence. providing information to
our employees and. in limited situations, te unrelated third
parties who need vo know that information te assist us in
providing services to you. In all such situations. we stress
the confidential nature of information being shared.

PROTECTING 'THE COWNFTDENTIALITY AND SECURITY OF CURRENT ANRD
FORMER CLIEWTS ™ INFORMATION

We retain cecords relating to protfessional services pthat we
provide so thar we are better able to assist you with your
professional needs and, in somc cases. to comply with
arotessional guidelines. In order to guard your nonpublic
personal information. we maintain physical, electronic. and
procedural safeguards rhat comply with our professional
standards.

LR R R I ]

please call 1f you have any guestions, hocauss your privagv.
onr professional ethics, and the ability co provide you with
guality financiai services are vecy lmporeant Lo us,

App. C-60 L



rom 8879 IRS e-file Signature Authorization OMA NG 15450074

P Do vni sendioine INS. Y %
R s manc ¥ nd 1o ine NS, Yhs e nol o tus retun, 2009
VRSN EHL- s i 6 P reep thes lorm fur youw (ecoeds. Ser mvsbruciions

f pio ok TSR e o B PP TR B ) ou 9 1 5043 - 15780 o

Faet aodh = -E; % s Socia
BRATD BEDDALL
Spestata = Hhes 5300128 180T Secunify dumbes

[ParT | Tax Aeturn inlonmation - Tox ¥ear Ending Decumber 31, 2000 (s Dotars O
L R N e L L L R e ” TUI0A b D Corn VAMIEY e 3
2 L A e 105 el b e m wd e e WM e 3
3 Fageaata L fr i Bk zon 14 et h by HAIQA L 3R Rein WSORD e T
4
5

1147, 613-

Hetynd (Fonn 1030, w6 D30 Foess 0300 g 082 Fonn 1040F2 e 123 Form 1020 S5, Paa 1 bae 130
Anvayan § D O iFeans Ak S0 Th o e (OIOA e 3B §onn IGIOES Mg 1) q.

[Pan 11| Taxpayer Declaration and Signalture Authorizalion (Be Sure you gel and keep a copy of your return)

[ 8 fid 100 |

i e o s 1t b e T At BNLLE B L T Lt 3 P R L S R T R S e S L R T W
Fear b i S Ao i ekl b © U . AHLoRn Pkt Ber e Hie
A e et B e | Y BMUGET 50 s (e W R gt yFIEE A gk o b

BT LA P R
e, hE g e T RflEE et st Y Gy e e
ol tegml barty BN R w0 e
[To RS ¥ BT e L Bl S
ST E b Y e
v afhe EE T

LR IR ™ L) B AP UL B R R L | 1 --nml pet e B er el of (0 e vgagant B

o rabeend B ogphoabe, Dautiepaie 020 S, Doavr, 000d e dinin it £t ntadl a,nd  nibte gn S0
v T S ST, AT I T T HIS DRt g o iet ey Ftlen st oo Dvegid 20 NS

g o -‘ .m.-‘-.n.m S NG DB w0 IRl i ofiegs ! Hnate s Jopbe by hitivg

- Facpn T P et Bt SO L c p B s e ot it b S eyt H )4 Spees ingl the
£ 'r. FETHS My MBI NI i gl hor e it adieC uted ity P U S, Tcavons Fananal Agens

-u.‘lh'»*,.n-,t:um.'-a‘b-' e Pt a1 e S Taruey T Agems of VBBE 5507 ke Va7 ietuhint £, 8 gheei Lo (e

P ettty laler £ SR e el ST A Yty e sy mgh o P Slagr e LoV BET LR 65 S aglerd tonbilon A dadninahn

W paede iy By Byt A dlgjimd g R o AT e pdotiten Fluttap nNnd LB I T gt B Jenb ey ainet oI el - oo i A are 16t oy
B Pokbe AT Erad sttt acd L oad 0o % T e suem T gn TR AL SonrTe

Towpayts ‘s PIN eheck one bos anly

LXT i anone» TRANER SHMITH & CO., P.S5. 10 enH O generate oy PIN
"EAD fir s naune S, but
S P e D0 Y, (s yed” m wle RGO 1ANGT 1 LTI LB, SR do u! enfes oll zeros

} vt e Ty PG 38 iy 2wy ottt Qo [ Dt 2009 eloCh OneCally MG L 0o 10a rgiura Gtk lws Do omily A vou sie LRGP Dwn
BN puagd e 10 I 880w JT0T eagihangs P10 metnod. The ERO murs com@ida | a0 bl helow

¥oip apralwe B pea e D6/707/2010
Spouse’s PIN: check pae Bor only
:_ " pitasag- 9 S D L g P
ERO bwon niene Eaiee bve aymbier, but
e th e ettt BLan bad oyt e PR syt et Al i i e e o pnd enler pil 2evos

i 11 tlt ymafem wotn PIN e vir, Rmpidl e fpd v s 4 DU el A el S0 Lab Pl hack S Pde Oy o L Dl i St g YU el
VIS qunth v aobant o Tadi oo b op 1 or P duatiegs EO G vrmgthogtl Ehoe 25000 ahergd @ aiae Pt 00 Gl

Laiah 5 itk P [IERE

Practitioner PIN Method Returns Only - continue below
{PorLili] _Cerlihicanon and Aultheniication - Prachuoner PIN Mehod Only

ENO s EFIRUPIN, Crin oam Sos o pd LoBE il qahe | e b o ool o0 spiicie PIEY “

FEsetdy TR UMe SR TRRat b v 1, P Il e sapigions f s Lie @8 2009 diat ie 1> Bk AN T00 Pariiers I (Y LAsapan sl
il ibind Oboses Do SRBT HIS bt sl Jiesd ML LI BSAPLENTE A0 i o tamr gy o i Prasinaiee PR ekt G Puntication 1345,
Vit W MANONES BG weli Py whar, ph Farehist g o Tas B,

the awisio- b KENNETH G. SMLITH 0PA s 06/07/2010

EAO Must Betain This Form - See Instructions
Do Nol Submit This Form 10 the IRS Unless Requesied To Do 5o

Lies  Foi Paporaon Redgrhos Act Moler, se¢ snsiochgns fwm BATH 004
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Tax Year 2009 e file Jusat/Disclosure
for Form 1040, V080A, or 1040E2
using Pracutionér PIN methed
__with or without Elecironic Funds Withdrawal)

ERO Declaration

LI T B MM ke fe POt ¢t el B P % -

T A H . e v R PR A 1)

¢ he tmpases Il the

Fhalilgrn, bar i@buorn o5 ool ol
AR o WO il Gt T ts Anrean B Y e pednunis | Oecides 3 Fenen
B e e D R R T I 2T ARe A 1L A U [IONY [epaiee,
ey Tho g tliige DU Rl b % B Thae s e ca L tTm ke B o e Rt %008 Bt ol i buowigdon e et

LaNudy i huongNa My

G P TES R TR

TR I SN T LTI P ST PR, S TR TR

1 AL Corataes 2w oy
O] 100 11,000 Ereglo

1w o Sl

U e LT
SIS QAL gD Ty e NSRBI D e, L Y BRI ML T e 1T g et Ayl

ERO Signuiure
I am sigimng this Tax Aclurn by entering iny PIN befow

P G T P e O

Taxpayer Declarations

Perjury Statement

Lo prarcaligs 3 pvn L0 2 L e PRV U Sl DU TR R
sk 00 My DD ST, Bt e te o Dindd e Tem 4ty 1 mLDOAE-

taiid NG Sohaduies

Consenl o Disclosure

| consent 1 g, iy Bt geote Son o Mg, waosestip o Blscirom, Ranes Onomiaton e ROY 1o send my idiun o
10 HTS and 10 faCows s Tpkae w3 wHiem g e RS D oosiagmdguiprant ol Gip! < raason hir snschon of i anEmesson
2highiong SRl Jo BN T avvy @03y INTUSEE IS rElrn o ritund. 300 4 date of any vatung ’

1 am sigmieg this Tas Roturn one Bleetome Funds Withsl awal Crnsent. i sppheatie. by entering my Selt-Salect
PiN balowe.

'l‘-rmmﬂl- oare 06072010

Soose s I
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i by o 87 Ty H o it ey el L Al

W aE . 'flf'[r‘-!“l‘il':f’l'__ S e
Application for Automatic Extension of Time
To File U.S. Individual Income Tax Return

LT e

[FadT] Tdenlificalion =

1 enavieens

BRAD BEDDALL
152 3RD AVENUE §. #:01
EDMONDS . WA 98020

5324N33L0 Aa uCer 36 O

Pard 1T T hdividual Tieomé Tax

A F2wnam ub et Loe el he i
8 Tk P g ot
6 Unonge vwe, et nii 24

L B P B 0 .
7 Ayl i dne gkt »> _T
LR P T R T R g L R e R
¥ e - g »- L"-'
9 . )
(] o L :_-_}
clgsie 71
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SECTION {72(BI{11(H] ELECTION
_ UMDER REV PROC. 2009 52
Application for Tentative Refund

B Seeseparale inshuclions B Do ol 234k o yoor encame tav ietwrm  maed In 3 separsls enveloge
= For pse Dy andividyals, estaies, ar ugyly

. 1045

el s B 'AM
ek

L A i

2009

Hasricty s <hgmn gt g~

Setinl gecynty o [N

§ ARAD BEDDALL
B | Numibrr sBesl gl A0 5 e 1 AP B ettt e Spoute’s tocil tegur ity numnes
§( 152 3IRD AVENUE 5, W10l
L Gaty, e o pastalhlr gaale A LF Ll LT T C T S I [rantamd prhae eigtnidads -
[EDMONDS, WA 98020 425 771-4846
Ting seprheappnr it g Gt | R oaiers W AS b TR par TH) B s s e Dbt Crori | € Apies 199 crmeaeis ks
! 5 4.190 345, 9 5
i v o 3 T et B Ly ot s her ==
Pyt iitiy P Lt A i) 3

3 B e ADPRCANON 1 d0n B wntvinzl Dresi SORdME R Qi (3 otk T ad b (e agil e
4N pne leg 3 paitaaher o op e S L i | L W EL R IR 11 S T TT* i AN N T
Fralt LM A AepMEht G dnas 1 0 LT
3 SRS o T W LU R TS
£t con PRANGEE Grrit L b mED S RN e e -’ R
LA ORI Y T R T S O T ] T ‘xh’_
B b pam@iden sore Taolet oo mptear . Lottt ANl P
§ . Wy at Ltz WGl ol AraTpe " afle x B R R 1 T R LT T R ST ] )
P L L o R R A M R e T . : , 145 IE_; iy
Computation of Decrease | _ __ 1ooawn STH  mocedung a -f‘ﬁ-'[ wectibeg
o Tax Y arumea ™ 12730708 | ceaeomap 12731705
P bl LI Mot o e fl=mie AR Betean et
Molr ¢ iy g Mos Phee 0 oas L R LR | s Dad Sk hae 2 sk PR
W T0L Gedntins SlE Gt o e | 1130, 5%, T R0, 990,
1) Adpesies Fass iweome 655,123,] 382,841 .0 1.410.3157.] 2, ¢08 637,
1 Deougions 32,421.] 41.490. g, . & .
33 Gubhaps hag 12 hombee 11 6§22,702.] 311, 351. 1,362 081] 7,450,480,
13 E ol 1568 MBS 3,200,
15 Traahiesncoans. Lue 1J mwiy o 622,702.1 3113511 7. wz va1,| 2 as) gce
15 focame tac. Sew evshoiieas ant
SHREh g esplangutn 198 .853.1 50,035.] 492,198, 0.
1 ABEINACE SR L 0. 0. 0.
18 Rdnbnes 160 17 = =] 15875 90,035.1 4942,198.
19 a3 RUSMALT COBRE A TN e T s pemi AR
20 (e 7ol tganiif, 2
20 lotel octhly Rl by 33 st et
22 Sulmarl MATY hennie 12 198, 853,100, 015.] 402,198,
11 Seflermphgement L 39,7741, 19—,74—1.
26 tEh e .
26 Toldl Liv R easd 2 umpph b - 234.594.1 129 776,01 492,198,
26 dhon vop wndpnl epe e A0
£art gLk Colgn an woe 25 b R .
I pEE B & .
3 Dussatniie Loa it | 108 98- [EEIELP
28 Urdigtaymien o Liv g 44 40 Lz ‘4-’# H. LA L T S S arh o)
5'.';?.".'.17..‘1" W e W .
Sign R o
Here >
A B BT T TG - -
e dr s P
Preasrés Dive ’:';" TRANER SMITH £ CO., P.S.
Than Fasparper wm: 110 JAMES STREET. SUITE 106 05707710
I EHOMONDS, WASHINGTON 98020
L For Disclosere, Posacy Acl, oo Papetauts Meducion Aet Hahee see ihe mshisctions Sonn 1045120061
S

3
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2009

Application for Tentative Refund

P Farase by individpaie, esiates. o usts

Type 9f print

N~

Lo e e

Sociat securdty o Ein

BRAD BEDDLALL

R R I L o i T T O 59Qust’s ¥0Cul seCurity number
152 IRD AVENUE S5, #13:

[ TP Y BT TR WU SRR Y S DU EES A LRSI T Lhayhne phirby Nendier
FOMONDS. WA 98020 425-771-4846
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Alternative Tax Net Operating Loss Worksheet
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tlection Lo CLarryback Het Operating Loss

ﬁl'bd ﬁmdd.ui}
{52 3rd Avenve §. #1101
Edmonds, WA 98020

taxpayer dentification Number: —

Ffor the Yeay Ending Uecember 31, 26082

Brad Beddall hereby elects to apply Sec. 172(b)}{1}{H) under
Revenue Procedure 2009 52 ro carryback any NOL itucurred for the
tax year ended December 31, 200%3. The taxpayer is not & TARP

recipient nor, in 2008 or 2009, an affiliate of a TARP racipient.

The NOL carryvback pericd selecred is 9 preceding years.

App. C-94
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Election te Combine Hental Feal Estewe Interests [nto One
Activily Pursuant Lo iRC Sec. 469(cii7)(a)

Brad Beddall
152 J:zd Avenue S, #1101
Fdmands. WA 98020

Taxpayer [dentificatien Number: —

Far the Year Ending December 31. 2002

Brad Beddall herebv elects. pursuant to IRC Sec. $69(c)H{7)(A). to
‘combine all rental real ¢state interests into one activity. For thi
tax year ending December 3., 2003. Brad Beddall was a qualifying
caxpayer as defined by IRC Sec. 46%ic 1 7}{B).

App. C-95
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BRAD BEDDALL

FOOQTNOTES

STATEMENT

!

TAXPAYER IS ELRECTING TO APPLY SECTION 172(BY(1i{#H}
UMDER REV. PROC. 2009 52.

TAXPAYER IS NOT A TARP RECIPIENT NOR. IN 2008 OR 2009. AN
AFFTLIATE OF A TARP RECIPIENT.

TAXPAYER JS ELECTING AN NOI, CARRYBACK PERIOD OF 3 YEARS.

App. C-96

STATEMENT(S}
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BRAD DEDDALL _

FORM 1040 " SOCLAL SECURITY BENEFLTS WORKSHEET STATEMENT 2

CHECK ONLY ONE BOX:

X

A.
B.

c
o.

SINGLE. HEAD OF HOUSEHOLD., OR QUALIFYING WIDOWIER)
MARRIED FILING JOINTLY

MARRIED FLLING SEPARATELY AND LIVED WITH YOQUR SPOUSF

AT ANY TIME DURING 2009

MARRIED F1LING SEPARATELY AND L1VED APART FROM YOUR SPOUSE
FOR ALL OF 2009

ENTER THE TOTAL AMOUNT FROM BOY S OF XLI. YOUR
FORMS SSA 1099 AND RRB-108S%. ALSO. ENTER THIS AMOUNT ON
FORM 1040. LINE 208a&. . . . 2 i o 5 35,481.
itF YOU CHECKED BOX B: Tatvavan anouw1
SPOUSE ~AMOUNT
ENTER ONE HALF OF LINE 1 . . . . . . . « v v v v v v v 17,741
ADD THE AMOUNTS ON FORM 1040. LINE 7, 8B, 9A, 10 THRU 14,
158, 16B. 17 THRU {9, 2! AND SCHEDULE B, LINE 2. DO NOT
INCLUDE ANY AMOUMTS FROM BOX 5 OF PORMS SSA 1099 OR RRB-1D9% 4.147 . 813.
ENTER 'THE AMOQUNT OF ANY EXCLUSIONS FROM FOREIGN EARNED
INCOME, FOREIGN {IOUSING, INCOME FROM U.S. POSSESSTIONS. -
OR INCOME FROM PUERTO RICO BY BONZ FIDE RESIDENTS OF
PUBRTO RICO THAT YOU CLAIMED . . . . . . . . . « « 4 + 4 .
ADD LINES 2, 3, AND 4. . . e e e e e e e e e 4.130.072.
ADD THE AMOUNTS ON FORM 1040 LINﬁS 2) THROUGH LINE 32.
AND ANY WRITE-IN ADJUSTHMENTS YOU ENTERED CON THE DOTTED
LINE NEXT TO LINE 36-. . - . . . . . . = y o 0.
SUBTRACT LINE & FROM LINE 5 . . e e e e . -4,130,.072.
ENTER: $25,000 LF YOU CHECKED nox A OR D OR
$32,000 IF YOU CHECKED BOX B, OR
$-0- iF YOU CHECKED BOX C. . . . v 25.000.

IS THE AMOUNT ON LINE 8 LESS THAN THE AMOUNT ON hIHE ?‘
[X] NO. STOP. MONE OF YOUR SOCIAL SECURITY BENEFITS ARE
TAXABLE. ENTER -0- ON FOPM 1040. LINE 208. [IF¥ YOU ARE
MARRIED FILING SEPARATELY AND YOU LIVED APART FROM YOUR
SPOUSE FOR ALL OF 2009, BE SURE YOU FNTERED "0 TO THE
RIGHT OF THE WORD "BEMNEFITS™ OH LINE 20A.
L | YES. SUBTRACT LINE 8 FROM LINE 7 . . . . . . . . . . . G.
ENTER §9,000 1F YOU CHECKED HOX A OR D,

$12.000 IF YOU CHECKED BQOX B

$-0- IF YOU CHECKED BOX C . . e
SUBTRACT LIME 10 FROM LINE §. LF ZERO 0? LtS? RNTER 0-.
ENTER THE SHMALLER OF LIME 9 OR LINZ 10 @S G &
ENTER ONE HaLF OF LINE 12. . . .
ENTER THE SMALLEH OF LIME 2 OR LinE 2 sz L. .
MULTIPLY LINE 11 BY HS% {.55). IF LINE 11 IS ZERD. ENTER ©
BP0 LINES 18 BB U5, . o & o 5w o« &5 & 5 owem 5o on e 5o
BULTIPLY LINE 1 BY B5% {.BS5) . . . . W o« v % & o » 4+ 2

. TAXABLE BEMNEFITS. FEHTER THE SHALLER OF LINE L& OR LINE 17 0.

* ALSO ENTER TH:i5 AMOUMWT ON FORK 1G+0. LINE 208

30 STATEMENT(S5) 2
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BRAD BEDDALL

FORM 1040

[RA DISTRIBUTIONS © STATEMENT 3

NAME OF PAYER

GROSS
DISTRIBUTION TAXABLE AMOUNT

FRONT IR NANK 52.827. 52,827,
TOTAL TO FORM 1040, LINE 15 52,827. 52.827.
SCHEDULE A OTHER TAXES STATEMENT 4
DESCRIFTION AMOUNT
AUTO LICENSE 235.
BOAT LLCENSE 898,
TOTAL TO SCHEDULE A. LINF 8 1,133,
SCHEDULE A POINTS NOT REPORTED ON FORM 10398 STATEMENT 5
AMORT.

DATE RE- TOTAL PERTOD AMORTIZATION
DESCRIPTION FINANCED POINTS /MOS . THIS YEAR
REFINANCE FOLHNTS 11/01/98 2.500. 360 1,656,
REFINANCE 03727709 S, 2113, 360 130.
TOTAL TO SCHEUULE A, LINE il 1. 786,
SCHEDULE A KEDICAL AND DENTAL EXPENSES STATEMENT 6
DESCRIPTION AMOUNT
PRESCRIPTION MEUICINES AND DRUGS B 9.847.
EYEGLASSES AND CONTACTS 3.
DOCTORS, DENTISTS, ETC. 1.972,
MEDICARE PREMIUMS WITHHELD 2.852.
SELF-EMPLOYED HEALTH [MSURANCE 1518,
TOTAL 1O SCHEDULE A, LINE | 18,220.

31 STATEMENT(S) 3, 4. 5. 6

App. C-98
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BRAD BEDDALL

— -

SCHEOULE E

OTHER EXPENSES

STATEMENT 7

RESIDENTIAL RENTAL -VTEW RIDGE

DESCRIPTION

HOME OWNERS DUES

AMORT IZATION

330 ELM ST 4202

TOTAL TO SCHEDULE E. PAGE 1. LINE 18

AMOUNT

2,721,
31.

2.752.

SCHEUULE #

OTHER EXPEMSES

STATEMENT g

RESIDENT LAl REMTAL 588 ELM

DESCRIPTION

e e .

AMORTIZATIDON

TOTAL TO SCHEDULE E.

582 ELM ST EDMONDS, WA

LINE 18

AMOUNT

463.

463.

App. C-99

SCHEDULE FE RECONCILIATION FOR REAL ESTATE PROFESSIONALS STATEMENT 9
FORM DESCRIPTiON AMOUNT
SCH E Pl RESIDENTIAL RENTAI.-VIEW RIDGE 330 ELM ST H202
EVER, -4,257
SCHH E PL RESIDENTIAL RENTAL-368 ELM 588 KLM ST EDMONDS. ' ‘
Wh 9.11¢,
. TOTAL TO SCHEDULE E, 13367

STATEHENT(S) 7, 8, 9
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{a) General rule

Except as otherwise provided in this section, the amount of any tax imposed by this title
shall be assessed within 3 years after the return was filed (whether or not such return
was filed on or after the date prescribed) or, if the tax is payable by stamp, at any time
after such tax became due and before the expiration of 3 years after the date on which
any part of such tax was paid, and no preceeding in court withuut assessment for the
collection of such tax shall be begun after the expiration of such period. For purposes of
this chapter, the term "return” means the return required to be filed by the taxpayer {and
does not include a return of any person from whom the taxpayer has received an item of
income, gain, loss, deduction, or credit).

Denations cover only 20% of ou costs

5

(b} Time return deemed flled
(1) Early return
For purposes of this section, a return of tax imposed by this title, except tax imposed
by chapter 3, 4, 21, or 24, filed before the last day prescribed by law or by regulations
promulgated pursuant to law for the filing thereof, shall be considered as filed on
such last day. b e e e e A s

GET TNVOLVED

(2) Return of certaln employment and withholding taxes
For purposes of this section, If a return of tax imposed by chapter 3, 4, 21, or 24 for

any perlod ending with or within a calendar year is filed before April 15 of the LI Announce Blog
succeeding calendar year, such return shall be considered filed on April 15 of such SGipia s ik

calendar year.
MAKE A DOMNATION
(3) Return executed by Secretary

Nowwithstanding the provisions of paragraph (2) of section G020 (b)), the execution of BECOME A SPONSOR
a return by the Secretary pursuant to the authority conferred by such section shall not GiVE FEEQBACK 1
start the running of the period of limitations on assessment and collection. o= S e e

(4) Return of excise taxes

For purposes of this section, the filing of a return for a specified period on which an
entry has been made with respect to a tax imposed under a provision of subtitle D
{including a return on which an entry has been made showing no liability for such tax
for such period) shall constitute the filing of a return of all amounts of such tax which,
if properly paid, would be required to be reported on such return for such period.

{c) Exceptians
(1) False return

i H
! i
in the case of a false or fraudulent return with the intent to evade tax, the tax may be | i
assessed, or a proceeding in court for collection of such tax may be begun without | H
assessment, at any time. L :

N— . - e
{2) wiiiful a P evacae tax EFI‘N’DALAWYER

in case of a willful attempt in any manner to defeat or evade tax Imposed by this title
{other than tax imposed by subtitle A or B), the tax may be assessed, or a proceeding all lawvers
in court for the callection of such rax may be begun without assessment, at any time,

T S e P N |

App. D-1
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Current through Pub. L. 113-32. (See Public Laws for the current Congress.)

(a) General rule

Except as otherwise provided in this section, the amount of any tax imposed by this title
shall be assessed within 3 years after the return was filed {(whether or not such return
was filed on or after the date prescribed) or, If the tax Is payable by stamp, at any time
after such tax became due and before the expiration of 3 years after the date on which
any part of such tax was paid, and no proceeding in court without assessment for the

collection of such tax shall be begun after the expiration of such period. For purposes of
this chapter, the term "return” means the return required to be filed by the taxpayer (and
does not include a return of any person from whom the taxpayer has received an item of

income, gain, loss, deduction, or credit).

(b} Time return deemed filed
(1) Early return
For purposes of this section, a return of tax Imposed by this title, except tax imposed

by chapter 3, 4, 21, or 24, filed before the last day prescribed by law or by regulations

promulgated pursuant to law for the filing thereof, shall be considered as filed on
such last day.

{2) Return of certain employment and withholding taxes

For purposes of this section, if a return of tax imposed by chapter 3, 4, 21, or 24 for
any period ending with or within a calendar year is filed before April 15 of the
succeeding calendar year, such return shall be considered filed on April 15 of such
calendar year.

(3) Return executed by Secretary
Notwithstanding the provisions of paragraph (2) of secticn 6020 (b), the execution of

a return by the Sacretary pursuant to the authority conferred by such section shall not

start the running of the period of limilations on assessment and collection.

(4) Return of excise taxes

For purposes of this section, the filing of a return for a specified period on which an
entry has been made with respect 1o a tax imposed under a provision of subtitle D
{including a return on which an entry has been made showing no liability for such tax

for such period) shall constitute the filing of a return of all amounts of such tax which,

if properly paid, would be required to be reported on such return for such period.

{c) Exceptions
(1) False return

In the case of a false or fraudulent return with the intent to evade tax, the tax may be
assessed, or a proceeding in court for collection of such tax may be begun without
assessment, at any time,

(2) Willful attempt to evade tax

In case of a willful attempt in any manner to defeat or evade tax imposed by this title
(other than tax imposed by subtitle A or B), the tax may be assessed, or a proceeding
in court for the collection of such tax may be begun withour assessment, at any time.

App. E-1
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(3) No retusn

In the case of failure to file a return, the tax may be assessed, or a proceading in
court for the collection of such tax may be begun without assessment, at any time,

(4) Extension by agreement
(A) In general

Where, before the expiration of the time prescribed in this section for the
assessment of any tax Imposed by this title, except the estate tax provided In
chapter 11, both the Secretary and the taxpayer have consented in writing 10 its
assessment after such time, the tax may be assessed at any time prior to the
expiration of the period agreed upon. The period so agreed upon may be extended
by subsequent agreements in writing made before the expiration of the period
previously agreed upon.

(B) Notice to taxpayer of right to refuse or limit extension

The Secretary shall notify the taxpayer of the taxpayer’s right to refuse to extend the
period of limitations, or to imit such extension to particular issues or to a particular
period of time, un each occasion when the taxpayer is requested to provide such
conseant,

(5) Tax resulting from changes in certain Income tax or estate tax credits

For special rules applicable In cases where the adjustment of certain taxes allowed as
a credit against income taxes or estate taxes results in additional tax, see section 305%
{¢) {relating to the foreign tax credit for income tax purposes) and section 2016
(relating to taxes of foreign countries, States, etc., claimed as credit against estate
taxes),

(6) Termination of private foundation status

In the case of a tax on termination of private foundation status under section 507,
such tax may be assessed, or a proceeding in court for the collection of such tax may
be begun without assessment, at any time.

{7} Special rule for certain amended returns

Where, within the 60-day period ending on the day on which the time prescribed in
this section for the assessment of any tax imposed by subtitie A for any taxable year
would otherwise expire, the Secretary receives a written document signed by the
taxpayer showing that the taxpayer owes an additional amount of such tax for such
taxakble year, the period for the assessment of such additional amount shall not expire
before the day 60 days after the day on which the Secretary receives such document.

(8) Failure to notify Secretary of certaln foreign transfers
{A) in general
In the case of any information which is required to be reported to the Secretary
pursuant 1o an election under section 1295 (h) or under section 1298 (f), 6038,
6038A, GOIBB, 603BD, 6046, HO46A, or 6048, the time for assessment of any tax
imposed by this title with respect to any tax return, event, or period to which such
information relates shall not expire before the date which is 3 vears after the date on
which the Secretary is furnished the information required to be reported under such
section. .

(B) Application to fallures due to reasonable cause

If the failure to furnish the information referred to in subparagraph {A) is due to
reasonable cause and not willful neglect, subparagraph (A) shall apply only t the
item or items related o such failure,

{9) Gift tax on certain gifts not shown on return

If any gift of property the value of which (or any increase In taxable gifts required
under section 2707 {d) which) Is required to be shown on a return of tax Imposed by
chapter 12 (without regard to section 2503 (b)), and is not shown on such return, any
tax imposed by chapter 12 on such gift may be assessed, or a proceeding in court for

App. E-2
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the collection of such tax may be begun without assessment, at any time. The
preceding sentence shall not apply to any item which is disclosed in such return, or In
a statement attached to the return, in & manner adequate to apprise the Secretary of
the nature of such item.

(10) Listed transactions

If a taxpayer fails to include on any return or statement for any taxable year any
information with respect to a listed transaction (as defined in section 87074 (€{(2))
which Is required under section 6011 to be included with such return or statement,
the time for assessment of any tax imposed by this title with respect to such
transaction shall nor expire before the date which is 1 year after the earlier of—

(A} the date on which the Secretary Is furnished the information so required, or

(B) the date that a material advisor meets the requirements of section 8112 with
respect to a request by the Secretary under section §112 (b relating to such
transaction with respect to such taxpayer.

(11) Certain orders of criminal restitution

In the case of any amount described In section 6201 (a)(4), such amount may be
assessed, or a proceeding in court for the collection of such amount may be begun
without assessment, at any time,

{d) Request for prompt assessment

Except as otherwise provided in subsection (¢}, (e}, or (f), In the case of any tax (other
than the tax Imposed by chapter 11 of subtitle B, relating to estate taxes) for which
return is required in the case of a decedent, or by his estate during the period of
administration, or by a corporation, the tax shall be assessed, and any proceeding in
court without assessment for the collection of such tax shall be begun, within |8 months
after written request therefor (filed after the return is made and filed in such manner and
such form as may be prescribed by regulations of the Secretary) by the executor,
administrator, or other fiductary representing the estate of such decedent, or by the
corporation, but not after the expiration of 3 years after the return was filed. This
subsection shall not apply In the case of a corporation unless—
(1}
{A) such written request notifies the Secretary that the corporation contemplates
dissolution at or before the expiration of such | 8-month perlod,

(B} the dissolution is in good faith begun before the expiration of such 1B-month
period, and

{C) the dissolution is completed;

{2)

(A} such written request notifies the Secratary that a dissolution has in good faith
been begun, and

{B) the dissolution is completed; or
{3) a dissolution has been completed at the time such written request is made,

(e} Substantial omission of items
Except as otherwise provided in subsection {(c}—
{1} income taxes

In the case of any tax imposed by subtitie A—
{A) General rule
If the taxpayer omits from gross Income an amount properly includible therein and—

(i) such amount is in excess of 25 percent of the amount of gross income stated in
the rewrn, or

(IR} such amount—

(1} is attributable to one or more assets with respect to which information is
required to be reported under section 80380 (or would be so required if such
section were applied without regard to the dollar threshold specified in subsection
(a) thereof and without regard to any exceptions provided pursuant to subsection
(h}{1) thereof), and

App. E-3
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(M) is in excess of $5,000,

the tax may be assessed, or a proceeding in court for collection of such tax may be
begun without assessment, at any time within 6 years after the return was filed.

{B) Determination of gross income
For purposes of subparagraph (A)—

(i) In the case of a trade or business, the term “gross income® means the total of
the amounts received or accrued from the sale of goods or services (if such
amounts are required to be shown on the return) prior to diminution by the cost of
such sales or services; and

(11} In determining the amount omitted from gross income, there shall not be taken
into account any amount which is omitted from gross income stated in the return if
such amount is disclosed in the return, or in a statement attached to the return, in

a manner adequate to apprise the Secretary of the nature and amount of such item.

(C) Constructive dividends

if the taxpayer omits from gross income an amount praperly includible therein under
section 851 (a), the tax may be assessed, or a proceeding in court for the collection
of such tax may be done without assessing, at any time within 6 years after the
return was filed.

(2) Estate and gift taxes

In the case of a return of estate tax under chapter 11 or a return of gift tax under
chapter 12, if the taxpayer omits from the gross estate or from the total amount of
the gifts made during the period for which the return was filed items inciudible in such
gross estate or such total gifts, as the case may be, as exceed in amount 25 percent
of the gross estate stated in the return or the total amount of gifts stated in the
return, the tax may be assessed, or a proceeding in court for the collection of such
tax may be begun without assessment, at any time within 6 years after the return was
filed, In determining the items omitted from the gross estate or the total glfts, there
shall not be taken Into account any item which is omitted from the gross estate or
from the total gifts stated in the return if such Item Is disclosed in the returm, orin a
statement attached to the return, in 2 manner adequate to apprise the Secretary of the
nature and amount of such item.

{3) Exclse taxes

In the case of a return of a tax imposed under a provision of subtitle D, if the return
omits an amount of such tax properly inciudible thereon which excesds 25 percent of
the amount of such tax reported thereon, the tax may be assessed, or a proceeding in
court for the collection of such tax may be begun without assessment, at any time
within 6 years after the return is filed. In determining the amount of tax omitted on a
return, there shall pot be taken into account any amount of tax imposed by chapter
41, 42, 43, or 44 which is omitted from the return if the transaction giving rise 1o
such tax is disclosed in the return, or in 2 statement attached to the return, in a
manner adeguate 1o apprise the Secretary of the existence and nature of such jtem.

(f) Personal holding company tax
if a corporation which is a personal holding company for any taxable year fails w file with
its return under chapter 1 for such year a schedule setting forth—

(1) the Items of gross income and adjusted ordinary gross income, described in
section 543. received by the corporation during such year, and

(2) the names and addresses of the individuals who owned, within the meaning of
section 544 (relating to rules for determining stock ownership), at any time during the
iast half of such year more than 50 percent in value of the outstanding capital stock of
the corporation,

the personal holding company tax for such year may be assessed, or a proceeding in count
for the collection of such tax may be begun without assessment, at any time within 6 years
after the return for such year was filed.

{g) Certain income tax returns of corporations
(1) Trusts or partnerships
if a taxpayer determines In good faith that it s a trust or pantnership and files a return

App. E+4
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as such under subtitle A, and if such taxpayer is thereafter held to be a corporation
for the taxable year for which the return is filed, such return shall be deemed the
return of the corporation for purposes of this section.

(2) Exempt organizations

if a taxpayer determines in good faith that it is an exempt organization and files a
return as such under section §033, and if such taxpayer is thereafter held to be a
taxable arganization for the taxable year for which the return Is filed, such return
shall be deemed the return of the organization for purposes of this section.

{3) DISC

If a corporation determines in good faith that it |s a DISC {as defined in section 992
{a)) and fites a return as such under sectlon 8011 (£)(2) and If such corporation is
thereafter held 1o be a corporation which is not a DISC for the taxable year for which
the return is filed, such return shall be deemed the return of a corporation which is
not a DISC for purposes of this section.

(h) Net operating loss or caplital loss carrybacks

In the case of a deficiency attributable to the application to the taxpayer of a net
operating loss carryback or a capital loss carryback (including deficiencies which may be
assessed pursuant to the provisions of section 6213 {bi(3Y), such deficiency may be
assessed at any time before the expiration of the perlod within which a deficiency for the
taxable year of the net operating loss or net capital loss which results in such carryback
may be assessed.

(1) Forelgn tax carrybacks

In the case of a deficiency attributable to the application to the taxpayer of a carryback
under section 804 (c) (relating to carryback and carryover of excess foreign taxes) or
under section 907 (f) (relating to carryback and carryover of disallowed foreign oil and
gas taxes), such deficiency may be assessed at any time before the expiration of one
year after the expiration of the period within which a deficiency may be assessed for the
taxable year of the excess taxes described in section 904 (c) or 907 {f) which result in
such carryback.

() Certain credit carrybacks
(1) In general
In the case of a deficiency attributable to the application to the taxpayer of a credit
carryback (including deficiencies which may be assessed pursuant to the provisions of
section §213 {b)(3)), such deficiency may be assessed at any time before the
expiration of the period within which a deficlency for the taxable year of the unused
credit which results in such carryback may be assessed, or with respect to any portion
of a credit carryback from a taxable year attributable to a net operating loss
carryback, capital loss carryback, or other credit carryback from a subsequent taxable
year, at any time before the expiration of the period within which a deficiency for such
subsequent taxable year may be assessed.

{2) Credit carryback defined

For purposes of this subsection, the term “credit carryback” has the meaning given
such term by section 6511 (dH4NC).

(k) Tentative carryback adjustment assessment perlod

In a case where an amount has been applied, credited, or refunded under section 6411
{relating 1o tentative carryback and refund adjustments) by reason of a net operating loss
carryback, a capital Joss carryback, or a credit carryback (as defined in section §511
(4T Yo a prior taxable year, the period described in subsection {(a) of this section for
assessing a deficiency for such prior taxable year shall be extended to include the period
described in subsection (h} or [, whichever is applicable; except that the amount which
may be assessed solely by reason of this subsection shall not exceed the amount so
applied, credited, or refunded under section 6411, reduced by any amount which may be
assessed solely by reason of subsection ¢h) or (), as the case may be.

(1) Speclal rule for chapter 42 and similar taxes
(1} in general
For purposes of any tax imposed by section 4312, by chapter 42 {other than section

App. E-5
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4940}, or by section 4975, the return referred to in this section shall be the return
filed by the private foundation, plan, trust, or other organization (as the case may be)
for the year in which the act (or failure to act) giving rise to liabllity for such tax
cccurred. For purposes of section 4940, such return is the return filed by the private
foundation for the taxable year for which the tax Is imposed.

{2) Certain contributions to section 501{c}{3) organizations

In the case of a deficiency of tax of a private foundation making a contribution in the
manner provided in section 4942 (g)(3) (relating to certain contributions to section
501 (X3} organizations) attributable to the failure of a section 501 {c}{3) organization
to make the distribution prescribed by section 4942 (g)(3), such deficiency may be
assessed at any time before the expiration of one year after the expiration of the
period within which a deficiency may be assessed for the taxable year with respect to
which the contribution was made.

{3) Certaln set-asides described In section 4942(g)(2)

In the case of a deficlency attributable to the failure of an amount set aside by a
private foundation for a specific project to be treated as a qualifying distribution
under the provisions of section 4942 [g}2MBIil}, such deficiency may be assessed at
any time before the expiration of 2 years after the expiration of the period within
which a deficiency may be assessed for the taxable year to which the amount set aside
relates.

(m} Deficlencles attributable to election of certaln credits

The period for assessing a deficiency attributable to any electlon under section 30 {e}(6},

308 ()9}, 30C {eX(5), 30D (eX4), 40 (f), 43, 458, 45C {d)4). 45H {q}, or 51 (B (or any
revocation thereof) shall not expire before the date 1 year after the date on which the
Secretary Is notified of such election {or revocation), '

{n) Cross references

{1) For period of limitations for assessment and collection in the case of a joimt
income raturn filed after separate returns have been filed, see section 6013 (b}3) and
{4).

{2) For extension of period in the case of partnership items (as defined in section
6231 (a}{3)), see section §229.

(3) For declaratory judgment relating to treatment of items other than partnership
items with respect to an oversheltered return, see section £234.

LI has no control over and does not endorse any external Internet site that contains finks
1o or references Lil.
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ET Section 102 - Integrity and Objectivity

.01 Rule 102—Integrity and objectivity.

In the performance of any professional service, a member shall maintain objectivilty and integrity,
shall be free of conflicts of inferest, and shall not knowingly misrepresent facts or subordinale his
or her judgment to others.

[As adopted January 12, 1888 ]

Interpretations under Rule 102
—integrity and Objectivity
02 102-1—Knowing misrepresentations in the preparalion of financial statements or records.

A member shall be considered to have knowingly misrepresented facts in violation of rule 102
[ ET section 102.01] when he or she knowingly—

a. Makes, or permits or directs another to make, materially false and misleading entries in an
entity’s financial statements or records; or

b. Fails to correct an entity's financial statements or records that are materially false and
misleading when he or she has the authority to record an entry; or

c¢. Signs, or permits or directs another to sign, a document containing materially false and
misleading information.

[Revised, effective May 31, 1999, by the Professional Ethics Executive Committee.]
.03 102-2—Conflicts of interest.

A conflict of interest may occur if a member performs a professional service for a client or
employer and the member or his or her firm has a relationship with another person, entity,
product, or service that could, in the member's professional judgment, be viewed by the client,
employer, or other appropriate parties as impairing the member’s objectivity. If the member
believes that the professional service can be performed with oblectivity, and the relationship is
disclosed to and consent is obtained from such client, employer, or other appropriate parties, the
rule shall not operate to prohibit the performance of the professional service. When making the
disclosure, the member should consider Rule 301, Confidential Client Information [ ET_section
301.01}

Certain professional engagements, such as audits, reviews, and other attest services, require
independence. Independence impairments under rule 101 [ ET section 101.01), its
interpretations, and rulings cannot be eliminated by such disclosure and consent.

The following are examples, not all-inclusive, of situations that should cause a member to
consider whether or not the client, employer, or other appropriate parties could view the
relationship as impairing the member’s objectivity:

» A member has been asked to perform litigation services for the plaintiff in connection with a
lawsuit filed against a client of the member's firm.

« A member has provided tax or personal financial planning (PFP) services for a married
couple who are undergoing a divorce, and the member has been asked to provide the
services for both parties during the divorce proceedings.

- In connection with a PFP engagement, a member plans to suggest that the dlient investin a
business in which he or she has a financial interest.

- A member provides tax or PFP services for several members of a family who may have
apposing interests.

» A member has a significant financial interest, is a member of management, oris in a
position of influence in a company that is a major competitor of a client for which the
member performs management consulting services.

« A member serves on a city's board of tax appeals, which considers matters involving
several of the member's tax clients.

» A member has been approached to provide services in connection with the purchase of real
estate from a client of the member's firm.

» A member refers a PFP or tax client to an insurance broker or other service provider, which
refers clients to the member under an exclusive arrangement to do so.

= A member recommends or refers a client to a service bureau in which the member or
partner(s) in the member's firm hold materiaf financial interest(s).

App. G-1
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The above examples are not intended to be all-inclusive.

[Replaces previous interpretation 102-2, Conflicts of Interest, August 1995, effective August 31,
1985]

04 102-3—0Obligations of a member to his or her employer’s external accountant.

Under rule 102 [ ET section 102.01], a member must maintain objectivity and integrity in the
performance of a professional service. In dealing with his or her employer's external accountant,
a member must be candid and not knowingly misrepresent facts or knowingly fail to disclose
material facts. This would inciude, for example, responding to specific inquiries for which his or
her employer's external accountant requests written representation.

[Effective November 30, 1993]
.05 102-4—Subordination of judgment by a member.

Rule 102 [ ET section 102.01] prohibits a member from knowingly misrepresenting facts or
subordinating his or her judgment when performing professional services for a client, for an
employer, or on a volunteer basis. Although Rule 102 prohibits subordination of judgment fo a
client, this interpretation addresses differences of opinion between a member and his or her
supervisor or any other person within the member’s organization.

If a member and his or her supervisor or any other person within the member’s

organization have a difference of opinion relating to the application of accounting principles;
auditing standards; or other relevant professional standards, including standards applicable to
tax and consulting services or applicable laws or regulations, then self-interest, familiarity, and
undue influence threats lo the member’'s compliance with Rule 102 may exist. Accordingly, the
member should apply appropriaie safeguards so that the member does not subordinate his or
her judgment when the member concludes the difference of opinion creates significant threats to
the member’s integrity and objectivity.

in assessing the significance of any Identified threats, the member should form a conclusion,
after appropriate research or consultation, about whether the result of the position taken by the
supervisor or other person

a. fails to comply with professional standards, when applicable;
b. creates a material misrepresentation of fact; or
¢. may violate applicable laws or regulations.

If the member concludes that the position taken is not in compliance with professional standards
but does not result in a material misrepresentation of fact or a violation of applicable laws or
regulations, then threats would not be considered significant. However, the member should
discuss his or her conclusions with the person taking the position.

If the member concludes that the position results in 2 material misrepresentation of fact or a
violation of applicable laws or regulations, then threais would be considered significant. In such
circumstances, the member should discuss his or her concerns with the supervisor. If the
difference of opinion is still not resolved, then the member should discuss his or her concemns
with the appropriate higher level(s) of management within the member’s organization (for
example, the supervisor's immediate superior, senior management, and those charged with
governance).

If after discussing such concerns with the supervisor and appropriate higher level(s) of
management within the member’s organization, the member concludes that appropriate action
was not taken, then the member should consider, in no specific order, the following safeguards
to ensure that threats to the member's compliance with Rule 102 are eliminated or reduced to an
acceptable level:

» Determining whether any additional requirements exist under his or her employer's intemal
policies and procedures for reporting differences of opinion,

» Determining whether any responsibilities exist to communicate to third parties, such as
regulatory authorities or the employer’s (former employer's) external accountant. In
considering such communications, the member should be cognizant of his or her obligations
under Interpretation No. 501-8, “Confidential Information Obtained From Employment or
Volunteer Activities,” under Rule 501, Acts Discreditable [ET section 501.10], and
Interpretation No. 102-3, “Obligations of a Member to His or Her Employer's External
Accountant,” under Rule 102 [ET section 102,04].

= Consulling with his or her legal counsel regarding his or her responsibilities.

App. G-2
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§240.17
Powers of attarney.

(a) Specific powers of attorney. Any check may be negotiated under a specific power
of attorney executed in accordance with applicable State or Federal law after the issuance
of the check and describing the check in full {check serial and symbol numbers, date of
issue, amount, and name of payee).

(b) General powers of attorney. Checks may be negotiated under a general power of
attorney executed, in accordance with applicable State or Federal law, In favor of a
person for the following classes of payments:

(1) Payments for the redemption of currencies or for principal and/or interest on U.S.
securities;

(2) Payments for tax refunds, but subject to the limitations concerning the mailing of
Internal Revenue refund checks contained in 26 CFR §01,506(¢); and

(3) Payments for goods and services.

(¢} Special powers of attorney. Checks issued for classes of payments other than those
specified in paragraph (b) of this section, such as a recurring benefit payment, may be
negotiated under a special power of attorney executed in accordance with applicable
State or Federal law, which describes the purpose for which the checks are issued, names
a person as attorney-in-fact, and recites that the special power of attorney is not given
to carry into effect an assignment of the right to receive such payment, either to the
attorney-in~fact or to any other person.

(d) Durable special powers of attorney. A durable spedial power of attorney is a
special power of attorney that continues despite the principal's later incompetency, and
is created by the principal's use of words explicitly stating such Intent. Classes of checks
other than those specified in paragraph (b) of this section may be negotiated under a
durable special power of attorney executed in accordance with applicable State or Federal
law, which describes the purpose for which the checks are issued, names a person as
attorney-in-fact, and recites that the special power of attorney is not given to carry into
effect an assignment of the right to receive such payment, either to the attorney-in-fact
or to any other person. For the purpose of negotiating Treasury checks, durable special
powers of attorney are effective only during the six-month period following a
determination that the named payee is incompetent.

{(e) Springing durable special powers of attorney. A springing durable special power
of attorney is similar to a durable power of attorney except that its terms do not become
effective until the principal's subsequent incompetence. As with a durable special power
of attorney, a springing durable special power of attorney is created by the principal's
use of fanguage explicitly stating that its terms become effective at such time as the
principal is determined to be incompetent. Classes of checks other than those specified
in paragraph (b) of this section may be negotlated under a springing durable special
power of attorney executed In accordance with applicable State or Federal law, which
describes the purpose for which the checks are issued, names a person as attorney-
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in-fact, and recites that the springing durable special power of attorney is not given 1o 3 LIl Supreme Court Bulletin |
carry Into effect an assignment of the right to receive payment, either to the attorney- i :
in-fact or to any other person, For the purpose of negotiating Treasury checks, springing : EQN'[BB?.E;;MN E
durable special powers of attorney are effective only during the six-month period . :
fallowing a determination that the named payee is incompetent. GIVE FEEDBACK !
(f) Proof of authority. Checks indorsed by an attorney-in-fact must include, as part of T —— !

the indorsement, an indication of the capacity in which the attorney-in-fact Is indorsing.
An example would be: “John Jones by Paul Smith, attorney-in-fact for lohn Jones.” Such
checks when presented for payment by a financial institution, will be paid by Treasury
without the submission of documentary proof of the claimed authority, with the
understanding that evidence of such claimed authority to indorse may be required by
Treasury in the event of a dispute.

(g) Ravocation of powers of attorney. Notwithstanding any other law, for purposes of
negotiating Treasury checks, all powers of attorney are deemed revoked by the death of
the principal and may also be deemed revoked by notice from the principal to the parties
known, or reasonably expected, to be acting on the power of attorney,

(h) Optional use forms. Optional use power of attorney forms are listed in the appendix
to this part. These forms are available on the FMS website at: hitp.//www.fms.treas.qov/
checkelaims/ regulations.himl
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(2) In a case in which the taxpayer does not designate which recognized
reprasentative is to recelve notices, it will be the practice of the Internal Revenue
Service to give notices and other communications to the first recognized
representative appainted on the power of attorney,

| LAW ABOUT... ARTICLES FROM WEX

(3) Failure 10 give notice or other written communication to the recognized { *EA i
representative of a taxpayer will not affect the validity of any notice or other written ; * United States Tax Count |
communication delivered to a taxpayer. | » Federal tax law :
Unless otherwise indicated In the document, a power of attornay other than form 2848 : * Legal systems
will be presumed to grant the authority to receive notices or other written |« |ncome tax

communication {or a copy thereof) required or permitted to be given to a taxpayer in any
matter(s) before the Internal Revenue Service to which the power of attorney pertains.

(b) Cases where taxpayer may be contacted directly. Where a recognized
representative has unreasonably delayed or hindered an examination, collection or
investigation by failing to furnish, after repeated request, nonprivileged information
necessary to the examination, collection or investigation, the Internal Revenue Service
employee conducting the examination, collection or investigation may request the
permission of his/her immediate supervisor to contact the taxpayer directly for such
information.

(1) Procedure. If such permission is granted, the case file will be documented with
sufficient facts to show how the examination, collection or investigation was being
delayed or hindered. Written notice of such permission, briefly stating the reason why
It was granted, will be given to both the recognized representative and the raxpayer
together with a request of the taxpayer to supply such nonprivileged information. {(See
7521{c) of the Internal Revenue Cade and the regulations thereunder.)

{2) Effect of direct notification. Permission to by-pass a recognized representative
and contact a taxpayer directly does not automatically disqualify an individual to act

| G‘E'.T INVOLVEDR
i !
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(¢) Dalivery of a check drawn on the United States Treasury— (1) General. A check | BECOME A SPONSOR
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drawn on the United States Treasury (e.g., a check in payment of refund of internal i §

revenue taxes, penalties, or interest, see § 601.504(2)(5)) will be mailed to the BRI i
recognized representative of a taxpayer provided that a power of attorney is filed
containing specific authorization for this to be done.

(2) Address of recognized representative. The check will be mailed to the address
of the recognized representative listed on the power of attorney unless such
recognized representative notifies the Internal Revenue Service in writing that his/her
mailing address has been changed.

(3) Authorization of more than one recognized representative. In the event a
power of attorney authorizes more than one recognized repressntative o receive a
chack on the taxpayer’s behalf, and such representatives have different addresses, the
internal Revenue Service will mail the check diretly to the taxpayer, unless a statement
(signed by ail of the recognized representatives so authorized) is submitted which
indicates the address to which the check Is to be malled.

{4} Cases in litigation, The provisions of § 801,5306(¢) concerning the issuance of a
rax refund do not apply to the |ssuance of a check In payment of claims which have
been either reduced to judgment or settled in the course {or as a result) of litigation.

{d) Centralized Authorization File (CAF) system— (1) Information recorded onto
the CAF system. Information from both powers of attorney and tax information
authorizations is recorded onto the CAF system. Such informatton enables Internal
Revenue Service persannel who do not have access to the actual power of attorney or tax
information authorizations to—

(i) Determine whether a recognized representative or an appointee is authorized by
a taxpayer to receive and/or inspect confidential tax information!

(il Determine, in the case of a recognized representative, whether that
representative is authorized to perform the acts set forth in § 601,504{a); and

(iii) Send copies of computer generated notices and communications to an appointee
or recognized representative so authorized by the taxpayer.

{2} CAF number. A Centralized Authorization File {CAF) number generally will be
issued to—

(i) A recognized representative wha files a power of attorney and a written
declaration of representative; or

(ii) An appointee authorized under a tax information autherization.

The issuance of a CAF number does not indicate that a persan is either recognized or
authorized to practice before the Internal Revenue Service, Such determination is made
under the provisions of Circular No. 230, 31 CFR part 10 . The purpose of the CAF
number is to facilitate the processing of a power of attorney or a tax information
authorization submitted by a recognized representative or an appointee, A recognized
representative or an appointee should include the same CAF number on every power of
attorney or tax information authorization filed. However, because the CAF number is not
a substantive requirement (i.e., as listed in § 601.503(a) ), a tax information
autharization or power of attorney which does not include such number will not be
rejected based on the absence of a CAF number,

{3) Tax matters recorded on CAF. Although a power of attorney or tax information
authorization may be filed in all matters under the jurisdiction of the internal Revenue
Service, only those documents which meet each of the following criteria will be

App. I-2
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recorded onto the CAF system-—-

{l) Specific tax period. Only documents which concern a mantter(s) relating to a
specific tax period will be recorded onto the CAF system. A power of attorney or tax
information authorization filed in a matter unrelated 1o a specific peried (e.g., the
100% penalty for failure to pay over withholding t1axes imposed by section 6672 of
the Internal Revenue Code, applications for an employer identification number, and
requests for a private letter ruling request pertaining to a proposed transaction)
cannot be recorded onto the CAF system.

(il) Future three-year limitation. Only documents which concern a tax period that
ends no later than three years after the date on a power of attorney is received by
the Internal Revenue Service will be recorded onto the CAF system. For example, a
power of attorney received by the Internal Revenue Service on August 1, 1990, which
Iindicates that the authorization applies to form 941 for the quarters ended
December 31, 1990 through December 31, 2000, will be recorded onto the CAF
system for the applicable tax periods which end no later than july 31, 1993 (i.e.,
three years after the date of receipt by the internal Revenue Service).

(ii1) Documents for prior tax pericds. Documents which concern any tax period
which has ended prior to the date on which a power of attorney is received by the
Internal Revenue Service will be recorded onto the CAF system provided that matters
concerning such years are under consideration by the Internal Revenue Service.

(iv) Limitation on representatives recorded onto the CAF system. No more than
three representatives appointed under a power of attorney or three persons
designated under a tax information authorization will be recorded onto the CAF
system. if more than three representatives are appointed under a power of attorney
or more than three persons designated under a tax information authorization, only
the first three names will be recorded onto the CAF system.

The fact that a power of attorney or tax information authorization cannot be recorded
onto the CAF system Is not determinative of the (current or future) validity of such
document, (For example, documents which concern tax periods that end more than three
years from the date of receipt by the IRS are not invalid for the period(s) not recorded
onto the CAF system, but can be resubmitted at a later date.)

|56 FR 24008, May 28, 1891]
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financial statements. In such circumstances, the accountant should follow the
guidance in paragraphs .25—.26.

Subsequent Events

44 Evidence or information that a subsequent event that has a material
effect on the compiled financial statements has occurred may come to the ac-
countant's attention in the following ways:

a. During the performance of compilation procedures

b. Subsequent to the date of the accountant's compilation report but
prior to the release of the report®

In either case, the accountant should request that management consider the
possible effects on the financial statements, including the adequacy of any re-
lated disclosure, if applicable.

.45 If the accountant determines that the subsequent event is not ade-
quately accounted for in the financial statements or disclosed in the notes, he
or she should follow the guidance in paragraphs .27-.29.

46 Occasionally, a subsequent event has such a material impact on the
entity that the accountant may wish to inctude in his or her compilation report
an explanatory paragraph directing the reader's attention to the event and its
effects. Such an emphasis of matter paragraph may be added at the accountant's
discretion, provided that the matter is disclosed in the financial statements. See
paragraphs .25—.26 for additional guidance with respect to emphasis of matter

paragraphs,

Subsequent Discovery of Facts Existing at the Date
of the Report

.47 Subsequent to the date of the report on the financial statements that
the accountant has compiled, he or she may become aware that facts may have
existed at that date that might have caused him or her to believe that informa-
tion supplied by the entity was incorrect, incomplete, or otherwise unsatisfac-
tory had the accountant then been aware of such facts.® Because of the variety
of conditions that might be encountered, some of the procedures contained in
this section are necessarily set out only in general terms; the specific actions to
be taken in a particular case may vary with the circamstances. The accountant
would be well advised to consult with his or her legal counsel when he or she
encounters the circumstances to which this section may apply because of legal
implications that may be involved in actions contemplated herein.

.48 After the date of the accountant's compilation report, the accountant
has no obligation to perform other compilation procedures with respect to the
financial statements, unless new information comes to his or her attention.
However, when the accountant becomes aware of information that relates to
financial statements previously reported on by him or her, but that was not
known to the accountant at the date of the report, (and that is of such a na-
ture and from such a source that the accountant would have investigated it
had it come to his or her attention during the course of the compilation), the

8 For purposes of this section, with respect to compiled financial statements in which the ac-
countant does not report, the submission of the compiled financial statements is the equivalent of the
aceountant's compilation or review report date.

# See footnote 8.
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accountant should, as soon as practicable, undertake to determine whether the
information is reliable and whether the facts existed at the date of the report.
The accountant should discuss the matter with his or her client at whatever
management levels the accountant deems appropriate and request cooperation
in whatever investigation may be necessary. In addition to management, the
accountant may deem it appropriate to discuss the matter with those charged
with governance. If the nature and effect of the matter are such that (a) the
accountant's report or the financial statements would have been affected if the
information had been known to the accountant at the accountant's compila-
tion report date and had not been reflected in the financial statements and (b)
the accountant believes that persons are currently using or are likely to use
the financial statements, and those persons would attach importance to the
information, the accountant should obtain additional or revised information.
Consideration should be given to, among other things, the time elapsed since
the financial statements were issued.

.49 When the accountant has concluded that action should be taken to
prevent further use of the accountant's report or the financial statements, the
accountant should advise his or her client to make appropriate disclosure of the
newly discovered facts and their impact on the financial statements to persons
who are known to be currently using or who are likely to use the financial
statements. When the client undertakes to make appropriate disclosure, the
method used and the disclosure made will depend on the circumstances. For

‘example :

a. if the effect of the subsequently discovered information on the
accountant’s report or the financial statements can promptly be
determined, disclosure should consist of issuing, as soon as prac-
ticable, revised financial statements and, when applicable, the
accountant’s report. The reasons for the revision usually should
be described in a note to the financial statements and, when appli-
cable, referred to in the accountant's report. Generally, only the
most recently issued compiled financial statements would need
to be revised, even though the revision resulted from events that
had occurred in prior years.

b. when issuance of financial statements for a subsequent period is
imminent, so that disclosure is not delayed, appropriate disclo-
sure of the revision can be made in such statements instead of
reissuing the earlier statements, pursuant to subparagraph (a).

e.  when the effect on the financial statements of the subsequently
discovered information cannot be promptly determined, the is-
suance of revised financial statements would necessarily be de-
layed. In this eircamstance, when it appears that the informa-
tion will require a revision of the statements, appropriate disclo-
sure would consist of notification by the client to persons who are
known to be uging or who are likely to use the financial state-
ments that the statements should not be used; that revised fi-
nancial statements will be issued; and, when applicable, that the
accountant's report will be issued as soon as practicable.

.50 The accountant should take whatever steps he or she deems necessary
to satisfy himself or herself that the client has made the disclosures specified
in paragraph .49.

.51 Ifthe client refuses to make the disclosures specified in paragraph .49,
the accountant should notify the appropriate personnel at the highest levels
within the entity, such as the manager (owner) or those charged with gover-
nance, of such refusal and of the fact that, in the absence of disclosure by the
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client, the accountant will take steps as outlined subsequently to prevent fur-
ther use of the financial statements and, if applicable, the accountant's report.
The steps that can appropriately be taken will depend upon the degree of cer-
tainty of the accountant's knowledge that persons exist who are currently using
or who will use the financial statements and, if applicable, the accountant’s re-
port and who would attach importance to the information and the accountant's
ability as a practical matter to communicate with them. Unless the accoun-
tant's attorney recommends a different course of action, the accountant should
take the following steps to the extent applicable:

a. Notification to the client that the accountant's report must no
longer be associated with the financial statements.

b. Notification to the regulatory agencies having jurisdiction over
the client that the accountant's report should no longer be used.

c. Notification to each person known to the accountant to be using
the financial statements that the financial statements and the ac-
countant's report should no longer be used. In many instances, it
will not be practicable for the accountant to give appropriate indi-
vidual notification to stakeholders whose identities ordinarily are
unknown to him or her; notification to a regulatory agency hav-
ing jurisdiction over the client will usually be the only practicable
way for the accountant to provide appropriate disclosure. Such
notification should be accompanied by a request that the agency
take whatever steps it may deem appropriate to accomplish the
necessary disclosure,

.52 The following guidelines should govern the content of any disclosure
made by the accountant in accordance with paragraph .51, to persons other
than his or her client:

a. The disclosure should include a description of the nature of the
subsequently acquired information and its effect on the financial
statements.

b. Theinformation disclosed should be as precise and factual as pos-
sible and should not go beyond that which is reasonably necessary
to accomplish the purpose mentioned in the preceding subpara-
graph (a). Comments concerning the conduct or motives of any
person should be avoided.

If the client has not cooperated, the accountant's disclosure need not detail the
specific information but can merely indicate that the client has not cooperated
with the accountant's attempt to substantiate information that has come to the
accountant'’s attention and that, if the information is true, the accountant be-
lieves that the compilation report must no longer be used or associated with the
financial statements. No such disclosure should be made unless the accountant
believes that the financial statements are likely to be misleading and that the
accountant's compilation report should not be used.

Supplementary Information

.53 When the basic financial statements are accompanied by information
presented for supplementary analysis purposes, the accountant should clearly
indicate the degree of responsibility, if any, he or she is taking with respect to
such information. When the accountant has compiled both the basic financial
statements and other data presented only for supplementary analysis purposes,
the compilation report should refer to the other data, or the accountant can issue
a separate report on the other data. If a separate report is issued, the report

AR §80.52 App. -3
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§ 10.21 Knowledge of client’s omission.

A practitioner who, having been retained by a client
with respect to a matter administered by the Internal
Revenue Service, knows that the cliem has not com-
plied with the revenue laws of the United States or
has made an error in or omission from any return,
document, affidavit, or other paper which the client
submitted or executed under the revenue laws of the
United States, must advise the chent promptly of
the fact of such noncompliance, error, or omission.
The practitioner must advise the client of the conse-
quences as provided under the Code and regulations
of such noncompliance, error, or omission.

§ 10.22 Diligence as to accuracy.

>part _mofﬂleTreasmy, and
(3) !;1 determining the correctness of oral or writ-
ten representations made by the practitioner to cli-
ents with reference to any maltter administered by the
Internal Revenue Service. :
(b} Reliance on others. Except as provided in §§
10.34. 10.35 and 10.37, a practitioner will be pre-
sumed to have exercised due diligence for purposes
of this section if the practitioner relies on the work
product.of another person and the practitioner used
reasonable care in engaging, supervising, training,

and evaluating the person, taking proper account of

the nature of the relationship belween the practitio-
ner and the person.

(c) Effective/applicability date. This section is ap-
plicable on September 26. 2007.

§ 10.23 Prompt disposition of pending matters.

A practitioner may not unreasonably delay the

Page 16

prompt disposition of any matter before the Internal
Revenue Service.

§ 10.24 Assistance from or to disbarred or sus-
pended persons and former Internal Revenue
Service employees.

A practitioner may not, knowingly and directly or
indirectly:

(a) Accept assistance from or assist any person who
is under disbarment or suspension from practice be-
fore the Internal Revenue Service if the assistance
relates fo a matter or matters constituting practice
before the Internal Revenue Service.

{b) Accept assistance from any former government
employee where the provisions of § 10.25 or any
Federal law would be violated.

§10.25 Practicebyformergovernmentemployees,
their pariners and their associates.

(a) Definitions. For purposes of this section —

(1) Assist means to act in such a way as to advise,
furnish information to, or otherwise aid another per-
son, directly, or indirectly.

(2) Government employee is an officer or employ-
ee of the United States or any agency of the United
States, including a special Government employee as
defined m 18 US.C. 202{a), or of the District of Co-
lumbia, or of any State, or a member of Congress or
of any State legisiature.

(3) Member of a firm is a sole practitioner or an
employee or associate thereof. or a partner, stock-
holder, associate, affiliate or employee of a partner-
ship, joint venture, corporation, professional associa-
tion or other affiliation of two or more practitioners
who represent nongovernmental parties.

(4) Particular matter involving specific parties is
defined at 5 CFR 2637.201(c), or superseding post-
employment regulations issued by the U.S. Office of
Government Ethics.

(5) Rule mcludes Treasury regulations, whether
issued or under preparation for issuance as notices
of propused rulemaking or as Treasury decisions,
revenue rulings, and revenue procedures pub-

Treasury Dept. Circular 230
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fore the Internal Revenue Service.

(b) Procedures to ensure best praciices for tax ad-
visors. Tax advisors with responsibility for oversee-
ing a firm’s practice of providing advice concerning
Federal tax issues or of preparing or assisting in the
preparation of submissions to the lnternal Revenue
Service should take reasonable steps to cnsure that
the firm’s procedures for all members, associates,
and employees are consistent with the best practices
set forth in paragraph (a) of this section.

(c) Applicability date. This section is effectuive after
June 20, 2005.

§ 10.34 Standards with respect to tax refurns and
documents, affidavits and other papers.

(a) [Reserved]
(b) Documents, affidavits and other papers —

(1) A practitioner may not advise a client 1o take
a position on a document, affidavit or other paper
submitted to the Internal Revenue Service unless the
position is not frivolous.

(2) A practitioner may not advise a client to sub-
mit a document, affidavit or other paper to the Inter-
pal Revenue Service —

(1) The purpose of which is to delay or impede
the administration of the Federal tax laws;

(1) That is fnvolous; or

(1ii) That contains or omits mformation in a

manner that demonstrates an intentional disregard of

a rule or regulation unless the practitioner also ad-
vises the client to submit a document that evidences
a good faith challenge to the rule or regulation.

{c) Advising clients on poteniial perialties —

(1) A practitioner must inform a client of any
penalties that are reasonably likely to apply 1o the
client with respect to

(i) A position taken on a tax return if —
(A) The practitioner advised the client with
respect to the position; or
(B) The practitioner prepared or signed the tax
return; and
(11) Any document. affidavit or other paper sub-
mitted to the Internal Revenue Service.
(2) The practitioner also must inform the chent

of any opportunity to avoid any such penalties by
disclosure, 1if relevant, and of the requirements for
adequate disclosure.

(3) This paragraph (c¢) applies even if the prac-
titioner is not subject to a penalty under the Internal
Revenue Code with respect to the position or with
respect to the document, affidavit or other paper sub-
mitted.

(d) Relyirig on information furnisfied by clients. A
practitioner advising 4 client to take a position on a
tax refum, docur >nt, affidavit or a@ther paper submit-

in good falth.wnhout v.erlﬁcat:on upon mformauon
furnished by ‘the client. The practitioner may not,
howevez, i,,norc thc :mpha,atlons 01 lnformanon fur-

(e) [Reserved]

(f) Effective/applicability date. Section 10.34 is
applicable to tax returns, documents, affidavits, and
other papers filed on or after September 26, 2007.

§ 10.35 Requirements for covered opinions.

(a) A practitioner who provides a covered opinion
shall comply with the standards of practice in this
section.

(b} Definirions. For purposes of this subpart -

(1} A practitioner includes any individual de-
scribed in §10.2(a)(5).
(2) Covered opinion —

(1) In general. A covered opinion is written
advice (including electronic communications) by a
practitioner concerming one or more Federal tax 1s-
sues arising from —

(A) A transaction that is the same as or sub-
stantially similar to a transaction that, al the time the
advice is rendered, the Internal Revenue Service has
determined to be a tax avoidance transaction and
identified by published guidance as a listed transac-
tion under 26 CFR 1.6011-4({b)(2);

Page 21

App. L-2



Page 1 of 3

ET Section 102 - Integrity and Objectivity

.01 Rule 102—Integrity and objectivity.

In the performance of any professional service, a member shall maintain objectivity and integrity,
shall be free of conflicts of interest, and shall not knowingly misrepresent facts or subordinate his
or her judgment to others.

[As adopted January 12, 1988.]
Interpretations under Rule 102

—Integrity and Objectivity
.02 102-1—Knowing misrepresentations in the preparation of financial statements or records.

A member shall be considered to have knowingly misrepresented facts in violation of rule 102
[ ET section 102.01] when he or she knowingly—

a. Makes, or permits or directs another to make, materially false and misleading entries in an
entity’s financial statements or records; or

b. Fails to correct an entity’s financial statements or records that are materially false and
misleading when he or she has the authority to record an entry; or

c. Signs, or permits or directs another to sign, a document containing materially false and
misleading information. .

[Revised, effective May 31, 1999, by the Professional Ethics Executive Committee.]
.03 102-2—Canflicts of interest. '

A conflict of interest may occur if a member performs a professional service for a client or
employer and the member or his or her firm has a relationship with another person, entity,
product, or service that could, in the member's professional judgment, be viewed by the client,
employer, or other appropriate parties as impairing the member’s objectivity. If the member
believes that the professional service can be performed with objectivity, and the relationship is
disclosed to and consent is obtained from such client, employer, or other appropriate parties, the
rule shall not operate to prohibit the performance of the professional service. When making the
disclosure, the member should consider Rule 301, Confidential Client Information [ ET section
301.01}

Certain professional engagements, such as audits, reviews, and other attest services, require
independence. Independence impairments under rule 101 [ ET section 101.01], its
interpretations, and rulings cannot be eliminated by such disclosure and consent.

The following are examples, not all-inclusive, of situations that should cause a member to
consider whether or not the client, employer, or other appropriate parties could view the
relationship as impairing the member's objectivity:

- A member has been asked to perform litigation services for the plaintiff in connection with a
lawsuit filed against a client of the member's firm.

- A member has provided tax or personal financial planning (PFP) services for a married
couple who are undergoing a divorce, and the member has been asked to provide the
services for both parties during the divorce proceedings.

+ In connection with a PFP engagement, a member plans to suggest that the client investin a
business in which he or she has a financial interest.

« A member provides tax or PFP services for several members of a family who may have
opposing inlerests.

» A member has a significant financial interest, is a member of management, orisin a
position of influence in a company that is 2 major competitor of a client for which the
member performs management consulting services.

» A member serves on a cily's board of tax appeals, which considers matters involving
several of the member's tax clients.

» A member has been approached to provide services in connection with the purchase of real
estate from a client of the member's firm.

« A member refers a PFP or tax client to an insurance broker or other service provider, which
refers clients to the member under an exclusive arrangement to do so.

« A member recommends or refers a client to a service bureau in which the member or
partner(s) in the member's firm hold material financial interest(s).

App. M-1
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The above examples are not iniended to be all-inclusive,

[Replaces previous interpretation 102-2, Conflicts of Interest, August 1995, effective August 31,
1985}

.04 102-3—0bligations of @ member to his or her employer's external accountant.

Under rule 102 [ ET section 102.01}, a member must maintain objectivity and integrity in the
performance of a professional service. In dealing with his or her employer's external accountant,
a member must be candid and not knowingly misrepresent facts or knowingly fail to disclose
material facts. This would include, for example, responding to specific inquiries for which his or
her employer's external accountant requests written representation.

[Effective November 30, 1993.]
.05 102-4—Subordination of judgment by a member.

Rule 102 [ ET section 102.01] prohibits a member from knowingly misrepresenting facts or
subordinating his or her judgment when performing professional services for a client, for an
employer, or on a volunteer basis. Although Rule 102 prohibits subordination of judgment to a
client, this interpretation addresses differences of opinion between a member and his or her
supervisor or any other person within the member’s organization.

If a member and his or her supervisor or any other person within the member's

organization have a difference of opinion relating to the application of accounting principles;
auditing standards; or other relevani professional standards, including standards applicable to
tax and consulting services or applicable laws or regulations, then self-interest, familiarity, and
undue influence threats to the member's compliance with Rule 102 may exist. Accordingly, the
member should apply appropriate safeguards so that the member does not subordinate his or
her judgment when the member concludes the difference of opinion creates significant threats to
the member's integrity and objectivity,

In assessing the significance of any identified threats, the member should form a conclusion,
after appropriate research or consultation, about whether the result of the position taken by the
supervisor or other person

a. fails to comply with professional standards, when applicable;
b. creates a material misrepresentation of fact; or
c. may violate applicable laws or regulations.

If the member concludes that the position taken is not in compliance with professional standards
but does not result in a material misrepresentation of fact or a violation of applicable laws or
regulations, then threats would not be considered significant. However, the member should
discuss his or her conclusions with the person taking the position.

If the member concludes that the position resulis in a material misrepresentation of fact or a
violation of applicable laws or regulations, then threats would be considered significant. In such
circumstances, the member should discuss his or her concems with the supervisor. If the
difference of opinion is still not resolved, then the member should discuss his or her concerns
with the appropriate higher level(s) of management within the member's organization (for
example, the supervisor's immediate superior, senior management, and those charged with
governance).

If after discussing such concerns with the supervisor and appropriate higher level(s) of
management within the member's organization, the member concludes that appropriate action
was not taken, then the member should consider, in no specific order, the following safeguards
to ensure that threats to the member’'s compliance with Rule 102 are eliminated or reduced to an
acceptable level:

« Determining whether any additional requirements exist under his or her employer’s internal
policies and procedures for reporting differences of opinion.

« Determining whether any responsibilities exist to communicate to third parties, such as
regulatory authorities or the employer's (former employer’s) external accountant. In
considering such communications, the member should be cognizant of his or her obligations
under Interpretation No. 501-9, “Confidential Information Obtained From Employment or
Volunteer Activities,” under Rule 501, Acts Discreditable [ET section 501.10], and
Interpretafion No. 102-3, "Obligations of a Member to His or Her Employer's External
Accountant,” under Rule 102 [ET section 102.04].

« Consulting with his or her legal counsel regarding his or her responsibilities.

App. M-2
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+ Documenting his or her understanding of the facls, the accounting principles, auditing
standards, or other relevant professional standards involved or applicable laws or
regulations and the conversations and parties with whom these matters were discussed.

If the member concludes that no safeguards can eliminate or reduce the threats to an acceptable
level or if the member concludes that appropriate action was not taken, then he or she should
consider his or her continuing relationship with the member's organization and {ake appropriate
steps to eliminate his or her exposure to subordination of judgment.

Nothing in this interpretation would preclude a member from resigning from the member's
organization at any time. However, resignation may not relieve the member of his or her
responsibilities in the situation, including any responsibility to disclose to third parties, such as
regulatory authorities or the employer's (former employer's) exiernal accountant.

A member should use professional judgment and apply similar safeguards, as appropriate, to
other situations involving a difference of opinion so that the member does not subardinate his or
her judgment.

[Effective November 30, 1993.Revised May 2013, revisions effective August 31, 2013.]
06 102-5—Applicability of rule 102 to members performing educational services.

Educational services (for example, teaching full- or part-time at a university, teaching a
continuing professional education course, or engaging in research and scholarship) are
professional services as defined in ET section 82.30, and are therefore subject to rule 102 [ ET
section 102.01}. Rule 102 [ ET section 102.01] provides that the member shall maintain
objectivity and integrity, shall be free of conflicts of interest, and shall not knowingly misrepresent
facts or subordinate his or her judgment to others.

[Effective March 31, 1995. Revised August 2011 to update for revised numerical definition
reference.]

.07 102-6—Professional services involving client advocacy.
A member or a member's firm may be requested by a client—

1. To perform tax or consulting services engagements that involve acting as an advocate for
the client.

2. To act as an advocate in support of the client's position on accounting or financial reporting
issues, either within the firm or outside the firm with standard setters, regulators, or others.

Services provided or actions taken pursuant to such types of client requests are professional
services [ ET section 92.30] govermned by the Code of Professional Conduct and shall be
performed in compliance with Rule 201, General Standards [ ET section 201.01], Rule 202,
Compliance With Standards [ ET section 202 .01], and Rule 203, Accounting Principles [ ET
section 203.01], and inferpretations thereof, as applicable. Furthermore, in the performance of
any professional service, a member shall comply with rule 102 [ET section 102.01], which
requires maintaining objectivity and integrity and prohibits subordination of judgment to others.
When performing professional services requiring independence, a member shall also comply
with rule 101 [ ET seclion 101.01] of the Code of Professional Conducl.

Moreover, there is a possibility that some requested professional services involving client
advocacy may appear to stretch the bounds of performance standards, may go beyond sound
and reasonable professional practice, or may compromise credibility, and thereby pose an
unacceptable risk of impairing the reputation of the member and his or her firm with respect to
independence, integrily, and objeclivity. In such circumstances, the member and the member's
firm should consider whether it is appropriate to perform the service.

[Effective August 31, 1995. Revised August 2011 to update for revised numerical definition
reference]

Footnotes (ET Section 102 — Integrity and Objectivity):

[fn 1] [Footnote deleted, effective August 31, 2013, by the Professional Ethics Executive
Committee.)
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