IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON

IN AND FOR THE COUNTY OF KING

AAARR ;
I.Fﬂ?d“ﬁﬁﬁfr
N S LR A b
In Re: AR IR R R B AR Y N PR
COMMUNITY CHAPEL & BIBLE Cause No,.

TRAINING CENTER, a 88-2-05272-7
non-profit corporation
organized undexr the laws

of the State of Washington.

Deposition Upon Oral Examination Of

WYMAN SMALLEY

Taken at 216 First Avenue South, Seattle, Washington

DATE TAKEN: April 13, 1988

REPORTED BY: Patrice Starkovich .
™S Seeedilic fud

%ﬁﬂfﬂ__

COURT REPORTERS

SRough G Fssoctates o

403 SEATTLE TOWER
SEATTLE. WASHINGTON MI101
(208} 483-1427



10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

APPEARANCES:

For Donald Barnett:

For Community Chapel &
Bible Training Center
and E. Scott Hartley
and Jack DuBois:

ROGER W. JOHNSON

Johnson & Riley

216 First Avenue South, #260
Seattle, Washington 98104

DAVID V. ANDERSEN

Leach, Brown & Andersen

4040 First Interstate Center
Seattle, Washington 98104

Rough &ﬁ]ssoaateﬁ) | ’

COURT REPORTERS




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

INDEKX

EXAMINATION BY ATTORNEYS: page
Examination by Mr. Johnson 3
Examination by Mr. Andersen 58
Further Examination by Mr. Johnson 64
Further Examination by Mr. Andersen 68
Further Examination by Mr. Johnson 69

EXHIBITS MARKED:

No. 127 Computer listing of West Campus

offerings, January, February and
March 1988. 6

No. 128 Corporate Budget Summary sheets 6

No. 129 Computer printout of budget summary.

Run date: 4-4-88. 18

No. 130 Memo to Loren Krenelka from Don

Barnett dated March 23, 1988 re

employee layoffs. 50
No. 131 Memorandum to Deacon Board Members

from Don Barnett dated March 18, 1988,

re budget. 59
No. 132 Memorandum to All Directors and

Officers from Don Barnett dated

March 18, 1988, re duty to

corporation. 59

i

Rough S Asoctatess,

COURT REPORTERS




10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SEATTLE, WASHINGTON; WEDNESDAY, APRIL 13, 1988
9:00 A.M.

--o0000--

WYMAN SMALLEY, deponent herein, having been

first duly sworn, was examined
and testified as follows:

EXAMINATION

BY MR. JOHNSON:

| o R oI 2 o)

Can you state your name, and why don't you spell it.
Wyman Smalley, W-y-m-a-n, S-m-a-l-l-e-y.

Mr. Smalley, are you a member of the Community Chapel
& Bible Training Center?

Yes, I attend there.

Do you have a position there beyond that of being
just a member?

Yes, I run computer services, and my title is
treasurer.

How long have you been a member?

I have been there since 1974.

Are you a paid employee?

No, I'm not.

How long have you been the treasurer of the
Community Chapel & Bible Training Center?

Approximately, seven years, seven or eight years.

Rough & Associates, 3
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How long have you been in charge of the computer
services there?

Since 1974, when I came there.

Do you serve any other functions at the church,
positions?

No.

Can you describe what you understand your duties and
responsibilities to be as treasurer. What are the
sorts of things that you actually do as part of your
duties as treasurer?

Actually, my job is I follow the bylaws which, as far
as jobs of the treasurer, I really don't have any
except to help the accounting office.

In what way do you help the accounting office?
Computer services, support them in that area and also
help the senior accountant with taxes and this sort
of stuff, just as an advisor, more than anything.
When you say "senior accountant,”™ I take it that is
Mr. Drake Pesce?

Pesce, yes.

When you help him, it is primarily in what manner?
What sort of things do you do from time to time for
him?

Consultation, other than computer support.

What was your background, your work background, prior

Rouh S sociars :
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to coming into the Community Chapel & Bible Training
Center?
I spent 29 years in the Air Force, which was flying,
and also running computer -- the last 13 years,
running a computer.

MR. ANDERSEN: The last 13 years of your
time in the Air Force?

THE WITNESS: Correct.
What is your formal education?
Bachelor in general education.
Where was that?
Omaha, Nebraska.
Where were you stationed in the Air Force, a lot of
places?
About a hundred places, approximately. All over the
United States and Alaska and Korea and Vietnam.
Were you ever stationed in Illinois?
Yes.

(Discussion off the record.)

MR. JOHNSON: Back on the record.
Pursuant to the subpoena that was served on you, the
subpoena duces tecum, did you bring any records along
today?
Yes.

Could I see those records, please.

SRough S Associaresss :
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Okay. I brought records in regard to guestion 22

and also 39 that has something to do with the budget.
MR. ANDERSEN: Here is the subpoena itself.
THE WITNESS: Yes.
MR. JOHNSON: Would you mark this and also

mark this.
{Bxhibit Nos. 127 and 128
marked for identification.)

I'm handing you that which has been marked as

Exhibit No. 127. Can you identify what that is.

That is a computer listing of the offerings that were
given on the West Campus, the people that was giving
offerings over at the West Campus during the last
three weeks of March. We entered those and have
extracted from the computer their givings in the
calendar year of '87 ~- their givings in January,

February and March of '88.

This is up to March of '887?

Right. Yes, sir.

We now have what, two Sundays in April of '88. 1Is
this information simply not available from the
computer for the month of April?

That's true, it is not, as yet.

Looking at Exhibit No. 127, I see there is initially
a column on the left-hand side of each of what are

apparently printout pages, and that list of numbers,

SRough S Asociatess, 6
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each number there is a five=-digit number. I believe
virtually all of the numbers begin with the digit
zero. What is that number; is that a membership
number?
No, it is strictly a control number in the computer.
That is assigned to a particular person or family?
Yes, to a family, yes.

MR. ANDERSEN: Can we go off the record for
a second.

(Discussion off the record.)

MR. JOHNSON: Back on the record.
Have you had a chance to review these printouts to
draw any conclusions or to see any trends that might
appear from the numbers?
Yes, I think on page 5, we compared them to the total
offerings in 1987 for the whole congregation, and
that is what the last two pages are is page 1 and
pagev38 of the same file, showing the total offerings
for the congregation during 1987. I didn't bring
the others in between because it is a stack 38 pages
wide.
I don't believe I understand what you just said.
Maybe you can repeat that.
The last two pages of the printout are page 1 and

page 38 of a computer printout substantiating the

Rough S Assoctatesss 7
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total offerings for the congregation. Can you see
the $2,484,000 plus?

Is that the total offerings for the entire
congregation for 198772

Right. I used that figure in making my comparisons
on page 5.

I see on page 5 you have a percentage of 8.9 percent
under the January calendar or 8.9 percent under the
January column, 7.9 percent under the February

column and 7.6 percent under the column listed for
the month of March 1988, and that appears to be those
percentages for the 1987 offering?

That's correct, for that group, yes. That is to show
that the offerings are actually dropping, is what it
showed.

So, for this particular group on the West Campus, the
offerings appear in February to have gone down one
percent from the month of January?

Yes.

"And in the month bf March, they went down three-tenths

of one percent from the month of February?

Right. Yes.

You don't have or do you have any similar accounting
for these three months during the previous years?

Not with me. It is in the computer, but I didn't

Rough § AssociateS °
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bring it with me.

So, the January column represents a percentage, the
percentage of 8.9 percent, which means that in the
month of January they gave 8.9 percent of what they
had given during the entire year of '87?

Right.

Do you know whether or not there is a seasonal trend?
In other words, do people tend, when they get their
Christmas bills, for instance, to pay those and let
the church wait a bit?

The general tendency in January -- the January figure
right here is probably higher than usual because
there usually is a drop in January because most people
push it into December, and January drops probably
about 30 percent.

They push it.into December for tax purposes?

Yes.

You say that this January figure is probably higher?
Yes, either it is higher or the Febfuary-March is
lower. I don't know for sure. But 8.9 is one-twelfth
of a hundred -- it is fairly close.

That would be fairly close if everybody gave an
identical amount month after month, year after year?
Yes.

Are you able to draw any conclusions based on any of

Rough &S AssociateS, 9
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1 the data that you have available to you with regard

2 to February and March of this year as compared to

3 February and March in past years?

4 A Not really, no. I couldn't say that.

5 Q Have you done or are you able to do any similar

6 calculations for the group meeting on the other

7 campus?

8 A No. I could do this amount, but the problem with

9 that is -- the reason I wouldn't put any authenticity

10 to it is because of the fact that on the West Campus

11 they don't have any restrictions, as far as

12 facilities. So, everybody in the congregation, if

13 they really wanted to go, could to go the West Campus.

14 We have a facility restriction on the East

15 Campus, and I‘think Loren has brought in information

16 that has proved we have had to turn people away on

17 the East Campus. So, in order to figure out what the

18 East Campus was, you wouldn't know whether everybody

19 is there or not.

20 Q I guess I'm not -- I don't understand what you mean.

21 I;m just asking with regard to those that get in the

22 front door. If some decide they don't want to come

23 to church that day, they want to watch the Seahawks

24 or some decide they want to come but there is no room

25 at the inn and they don't want to stand outside and
L
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listen at the door or they get turned away and leave
without leaving their offering, I'm not counting
those. My question refers to only those that have
come and attended and been part of the service.

I could have, yes, figured the same kind of situation,
but I did not. No.

I'm handing you what has been marked for
identification purposes as Exhibit No. 128. Would
you identify that for us.

This is a summary sheet for the corporate budget
showing our actuals and our budget for the divisions
during the -- since January 1, 1987.

This is up through the period ending February 29, 19882
Yes.

Do you have it available to provide the samev
information for the month of March 1988?

Not at this time.

When would that be available?

Probably, within a week.

Do you have any other data that you have reviewed or
have availéble that would allow you to draw any
conclusions as to what your present situation is prior
to obtaining that sort of budget summary from the
computer?

I think the line projected end of the year gain or loss

Rough S Asoctatesyy "

COURT REPORTERS

403 SEATTLE TOWER
SEATTLE, WASHINGTON se101




10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

is projected through the end of our fiscal year.
Which --

May on the top page. It has year-to-date, gain or
loss and the year projected gain or loss. That does
project it through the end of the fiscal year, which
is the end of May.

The document that I have --

Woops, I got it backward. I think you can find it
probably on the last page, the February 29, 1988.

As of the end of February then --

That projected end of year gain or loss there is
projected through the end of our fiscal year, the
end of May.

So, if I'm correct -- and let me finish, and when I
am done, tell me if I am correct. Am I correct that
as of the end of February 1988, you had a year-to-
date gain of $143,583, but projected that for the
fiscal year ending May of 1988, which would be three
months later? You expected in fact not to have
gained $143,583, but to have in fact lost either
$236,811 or $81,6972 It is one of those figures?
Yes. That's right.

Which one of those two figures did you expect your
loss to be?

The $81,000 is what we expected when we built the

SRough & AssociateS 12
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budget last year. The $236,000 loss is expected now,
having changed the church offerings down to show the
decrease.

In other words, you expected to lose $81,697, but, in
fact, now you expect to lose $236,811?

That's right.

At the end of February, what was the reason for the
projection that you would lose almost $150,000 more
than you had previously expected to lose?

The biggest part of that is the Bible College because
we had just taken in all of their tuitions in January
for the whole year. So, consequently, they go from
$108,000 gain down to only $47,000 gain by the end of
the year because of payroll, teachers' payroll. No
money came in.

Let me get back to the $81,697 figure. Tell me again
what that figure was.

That is the figure that our total budget for the
corporation was figured at at the first of the fiscal
vear last June.

Last June --

Forward this year.

So, last June 1987, when you calculated your budget,
you expected to lose $81 -- $82,000?

That's right.

COURT REPORTERS
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In fact, you are going to lose $150,000 more than
that?
It looks like it, yes.
What was the reason for the additional $150,000
beyond what you expected last June?
The drop in offerings to the church because of the
split. It went from $45,000 a weekend to about less
than $20,000 a weekend.
When did the split occur?
March 4.
These figures are figures as of February 29?
Well, that is effective actually -- you will notice
down here it was figured up, the 2nd of March is when
they actually figured these up.
Well, the 2nd of March was still two days before the
split.
The 2nd of April, excuse me, 4-2-88.

If you will notice, the end of January '88 was
a completely different figure.
What I am interested in is determining where are the
calculations that account for that additional
$150,000 projected loss.
Maybe you could look at the January 1 for the church
where at the end of January or effective end of

January, by our budget summaries, the church had an

Rough &S Associates, L
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expected loss at the end of the year of $37,000 when
we figured up the first of January, 1-31-88. The
church had a projected loss there of $37,000
effective at the end of the fiscal year.

Right below that 37,849, which is the figure at the
top in the right column of that page --

Right.

-- the third from the back page of Exhibit No. 128 --
I see underneath that a figure of 95,000. What does
that represent?

That was what the budget figure in our budget summary
was at that point.

You had expected you were going to lose 95,000, but
somehow, offerings had gone up to a point you were

able to project that you wouldn't lose 95,000, that

- as of the end of January 1988, it looked as if come

May of 1988, you would have lost only 37,000?

That's right.

So, that is about a 55,000 -- 57,000 difference?
Right.

I'm looking back now to the last page of this exhibit.
Looking at the same pair of numbers at the top, I see
that there you are projecting a $316,000 loss as
against that initially budgeted loss of $95,000?

That's right.

&mﬂg %sodate& 15
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The minus $95,000, is that a minus in comparison to
the previous year, or how do you =~--

No, that is that we will actually spend more money
than what we brought in, as far as the church portion
of it.

Offerings are the only source of income for the
church?

The greatest one, yes.

Are there others?

Well, ministries, different types of ministries we
have.

What percentage of the income of the church is as a
result of these ministries?

About five percent, I imagine.

Are there any of the documents that you have brought
here that would demonstrate what those ministries are
and how they account in proportion to the income of
the church?

Probably not at £his point, no, they wouldn't.

Well, I guess what I'm confused about, Mr. Smalley,
is the date 2-29-88 and comparing that with the date
in the lower left-hand corner, which I assume you are
referring to, which is 4-2-88 CMC. That I take it is
the date this was printed out?

That's true, yes.

Rough &S Associatess, 16
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What does the date at the top of the page under the
words "Period Ending 2/29/88" mean then? What is the
significance of that date, February 29, 1988, on this
piece of paper?

That date is the date of the payroll, effective
payroll, the effective tables, the effective
offerings, all of the money flow through the
accounting office. That is the cutoff date.

For data?

For data, yes.

How can you take data, subsequent data, if that is
the cutoff date? Are you indicating that offerings
had gone down enough in February to account for that
projection of $316,656 in loss to the church?

No. The way this thing is done, the projected is
done at the time that we know information, and that
was one of the reasons why this wasn't completed
until April. At the time she completed this -- they
have always made the projected gain and loss to
reflect anything they know at the time they do this.
So, what data would have been used for the
projections? Would the data that resulted in the
making of that projection have been the comparison of
the data available on 2-29-88, up until that point in

time, plus the offering data for the month of March?

SRough S Associaressy 7
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Yes.
Do you have any data on the offerings for the month
of March for the entire church?
I do not because Drake provided that one.
And we don't have it here.
(Short recess.)
You indicated that the last page of Exhibit 128, the
projections as of April 2, the church itself would
lose $316,000 for the year ending May of 1988 or
approximately $220,000 more than your previously
projected loss. Do you have any other document with
you that shows or demonstrates the numbers that went
into the calculation of that projection?
Yes, I do. I have the actual budget summaries for
each one of the different parts here for the whole
year, the church, the tape and sound and operations,
studio, Bible College, student apartments, Christian
School, publications and bookstore.
And church, as well?
Oh, I'm sorry. The church was the first one.
(Exhibit No. 129 marked
for identification.)
I'm handing you what has been marked as Exhibit
No. 129. Can you identify what that is.

That is the computer printout of the budget summary

Rough S Associates 18
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report for the church for the fiscal year 1987, dated
April 4, effective through February 29.
MR. ANDERSEN: What was the date on that
again?
THE WITNESS: April 4 is when it was

printed out.

Looking at the months of March, April and May at the
right side of the very first column on the very first
page of Exhibit No. 129, the column numbered 3110,
"Offerings & Tithes," I see for March, April and May
there appears zero. Can‘you indicate what those
numbers reflect?

Yes, the top line is the actual offerings that were
brought in. So, consequently, there is offerings in
from June through February, none for March, April
and May becaﬁse the effective date of this was the
end of February.

This was run, though, in April?

Yes. At that point, we did not have March totals in
from the general ledger.

It is my understanding that your testimony is that
the projection of the loss shown on the last page of
Exhibit No. 128 next to "Church" at the top of the
page of $316,656 was a loss projection for the

operating income of the church, and it was based upon

COURT REPORTERS
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this computer readout here or not?

Yes, sir. It is back on the gain and loss column on
page 10.

And that projection was made, assuming there would be
no offerings in March, April or May?

No, it is based on the assumption that the offerings
will be down to $100,000 in March, $80,000 in April,
and $100,000 in May.

Where do these numbers come from, those figures of
$100,000 in projected offerings for March, $80,000
projected offerings for April and $100,000 projected
offerings for May?

This came from information provided Charlotte
McGaughey which adjusts this budget from Drake Pesce
in the acccunting office.

Drake Pesce provided these estimates for March, April
and May offerings?

Yes.

Did you discuss those projections with Drake?

No, I didn't.

You don't know how he got those?

No, sir.

Directing your attention again to Exhibit No. 128,
let's look at the back page, the one we have been

looking at. I see that there are some things that

SRough S Associates &
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are not only going to be losing money but, in fact,
are going to be making money when they were previously
projected to lose money.

It appears that as of April 2, the projection
was that the bookstore would actually gain money, make
money, $1,921, when previously the bookstore had been
thought that it would lose approximately $8,700; is
that correct?

That's correct.

And the Christian School is making approximately four
times the money that was previously projected?

That's right.

And the Bible College is making $9,000 more than
previously projected?

That's right, yes.

Looking again at the top column or the top set of
numbers next to the word "Church," the projected loss
-- I believe you have already testified that the
projected loss is essentially the lower amount of
offerings as compared to the expenses of running the
church; is that essentially it? 1In other words,
where does the $95,000 loss that you thought the
church would experience when you made your budget up
last May, May of '87 -- where does that negative

$95,000 figure come from?

GRough £ AssociateS, 21
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That would be excess expenses over offerings, yes.
What expenses are included in that figure? What sort
of expenses are included in the expenses for the
church?

That would be the pastor's salary and most of the
office staff's salary and all of the buildings and

a great majority of the operating expenses for all
of the buildings and that sort of thing.

Still looking within the packet of pages that are
marked astxhibit No. 128, if you would look at the
page marked "Corporate Budget Summary June 1987,"
over to the right, again, under the words "Gain/Loss,"
I see there it is projected that as of June 1987, you
expected to have a loss for the fiscal year of
$51,000 where you had previously projected there
would be a loss of $73,000?

The $51,000 is the actual loss during the month of
June, and the $73,000 would be the loss as of the
end of May 1988.

In other words, on this particular page, the bottom
figure is not what is projected forward but what --
It is what is projected to be a gain or loss at the
end of the fiscal year, which would be the end of
May 1988.

So, the $73,916 was what had been projected would be

SRough S Assoctatesy, 22
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the loss; i1s that correct?

That's right, as of the end of May '88.

Was that the initial budget projection?

Yes.

Shouldn't that stay the same then throughout the year?
At this point, it -- they were trying to adjust that,
and they were still working on the budget.

Let's turn to July. In July there are figures to the
right of the word "Church" over in the right column
under the column headed "Gain/Loss," -- two numbers,
$20,939 and $71,608. What do those two figures
reflect?

The top one, $20,000, reflects the gain and loss as
of the end of July, and the $71,000 is the projected
at the end of May during this transition period where
they were still working on the budget.

I take it they are Still working on the budget then
in August, as well?

That's right, sir.

Then we jump to November, and we are still working on
the budget.

That's right.

At the end of December of this year, we are still
working oﬁ the budget?

Yes, they were still working on it.

PRough 8§ Associates, 23
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When was the one for the end of January printed out?
February 25.

So, essentially, those were the numbers that were
available to you a month-and-a-half ago on

February 25 --

That's right.

-- or a month-and-three-quarters ago?

That's right.

You then projected there would be a loss for the --
I don't understand it. What are the two numbers at
the top of the page there, the $37,000 and the
$95,0007?

The $37,849 is the actual gain or loss as of the
January 31, and the $95,152 is the projected gain or
loss as of the end of May, end of the fiscal year.
So, at the end of February, essentially, you expected
that over Maréh, April and May, the operations would
lose an additional $58,000, operations of the church
would lose an additional $58,0007?

Yes.

So, the $95,000 is what you thought then you would
lose by the end of the year?

Right.

Why is not the $95,000 the same number? Is that now

what you think you will lose at the end of the year?

ough 8 Associate 24
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Yes, the 95,000is the same in January and February,
and it would stay the same in March, April and May.
Why is that? What I can't understand is every month
you have made a new projection. Every single month
there has been a new projection as to what you would
lose?

Only up to the point in -- the first of January.
Really, the first time the $95,000 figure appears is
on the 1-31 summary which was printed out at the end
of February.

That's right.

That figure represents what at the end of February
you thought, based on the numbers you had up until
then, you would lose by the end of the year?

That's right.

The top number in all of these previous summaries is
your actual loss, and the lower number in all of
these summaries has always been your projection?
That's right.

But now for the period ending February 29 that was
printed out a week-and—a—half ago, the bottom number
is one projection, and the top number is no longer
the actual loss. The top number is another
projection; is that fair to say?

I think the problem is the bottom number is the

Rough S AssociateS, 25
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sealed down budget when they said they are not going
to change the budget any more. That is where we
think we are going to be.

The top number in the projected end of fiscal
gain and loss is a combination of the actual to that
date, plus the expected budget income and expenses
for the rest of the fiscal year.

Well, isn't it fair to say that the $95,000 figure,
the $95,000 loss, that I believe you indicated was
first, quote, "“sealed down," close quote, in the
1-31-88 summary, the summary that was in fact printed
out at the end of February 1988, that that number,
when it was finally sealed down, was based on actual
numbers up to that time and projection forward from
that time? I mean, they were adjusting it each month.
I assume they were putting in it the new data? Is

my question clear?

Yes. My problem is whether that $95,000 was actually
based on the actual to that point or it was based on
what we started the fiscal year with and working
against that figure. It really did not take into
account where we really were at that point.

What you are indicating is it is possible that at the
end of February, when this thing was printed out and

that number was in fact calculated and finally sealed

PRough 8§ AssociateS, 26
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down for good, the computer, the accountants, or
whoever was doing the printout, was ignoring all of
the real data that had been acquired throughout the
previous eight months of the fiscal year that had
actually occurred, June, July, August, September,
October, November, December and January? It is
possible they made that projection without having
accounted for any of the first eight months of the
fiscal year data?

That is probably true in a sense in that they wanted
to try to make it show the budget as it should have
been at that point. Of course, they tock into account
some of the changes that they had made, adjusted in
between. fo, it is kind of a --

Those changes they made, as they adjusted things in
between, what would be the data that they would use

to decide to make those adjustments or changes? These
are changes that were made between} say, JdJune 1 and
January 31. What would have been the kind of data
that would be used to make those kinds of adjustments?
The biggest data there would be the actual payroll in
the tables.

Well, actual fiscal year data would have been used
periodically to adjust that. There would have been

gsome actual data?

. 27
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Yes. Yes, there would have had to have been some.
What meaning does the $95,000 figure then have?

Very little. Very little in that it is just -- that
is what we think it should have been, knowing what we
knew at the time we were making the budget or should
have been making the budget. It is a guideline, is
basically what it is.

I see the projected loss in November of '87 was

$83,735 for the church; is that correct?

Which month?

For the month of November.

That was the actual loss, yes. The actual figures --
it is the current loss, plus the known projected
losses based on the budget.

Wellf okay. Let's look at the gain or loss for July
under the July summary in Exhibit 128. I see $20,939
and $71,608. So, it appears that you then projected
there would be a loss of $71,000?

At the end of May, yes.

So, as of the end of July, looking forward to the end
of May 1988, it appeared there would be a loss of
$71,000?

That's right.

And 30 days later, looking forward again, it appeared

there would be a loss of less than $5,000 in August?

COURT REPORTERS
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No, that gain or loss was only for the month, that
month of August. See, the projected year-end balance
we didn't have -- it wasn't in there.
Let's look back then to the July 1987 corporate
budget summary. There is a column that is entitled
"Gain/Loss"?
That is an error.
That column has two numbers: $20,939, which you
indicated was the actual loss, and $71,608, which you
indicated was as of that date, the end of July 1987,
the projection of what would be the loss at the end
of May 1988.

(Short recess.)
Mr. Smalley, I gather from your lengthy review during
the break here and from the comments, you are
uncertain as to the accuracy or the method of
calculation or meaning of some of the numbers that
are contained within Exhibit 128? That is my
understanding. Please don't accept that if I am
incorrect. I don't mean to trick you. I am just
trying to determine if in fact you are confident that
you understand and are confident of the accuracy of
the numbers that appear in this Exhibit No. 128.
I would have to agree with you that there is a

discrepancy in the way it is provided here. One
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statement in regard to one of these summary sheets
would not necessarily apply to some of the others.
I believe you indicated something with reference to,
quote, "She may not have or she may have meant some-
thing different," referring to, apparently, the woman
who prepared this. Would that be Charlotte McGaughey?
Yes.
So, at this point, is it fair to say that you are
uncertain as to what conclusions can fairly be drawn
from the figures contained in Exhibit No. 128? Again,
I don't mean to put words in your mouth.
The actual figures are -- I'm sure we can -- they are
true and correct because she took it right off the
budget summary. The projected gain or loss, her
figures, as far as the actual projected gain or loss
and the true budget on the bottom line, were
inconsistent because they kept changing it during the
year. So, I would say that -- the projected end of
fiscal year gain-and loss would have to be -- I would
say I could not put that much emphasis, that much
authenticity, into them, that's true.
Let's direct your attention briefly away from some
of the documents.

You are aware, are you not, that there is

apparently, presently, a schism or a split within the

Sough S8 Associatessy 0
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church, and there are sort of two groups of the church
members, one faithful to or following, supportive of
Pastor Donald Barnett, and one group that is
supporting the two remaining elders, Scott Hartley

and Jack DuBois?

Yes, the two remaining are senior elders, yes.

The two remaining senior elders, yes. Of the many
elders in the church, they are the two remaining
senior elders together with Donald Barnett, as well?
Yes.

Have you, in the performance of your duty or any
other way during you work at the church, personally
come into contact or had any experience with any areas
of deadlock existing between Jack Hicksand Jack DuBois
and Scott Hartley on the one hand, and Pastor Donald
Barnett on the other?

Yes.

Can you describe what areas of actual deadlock you
have personally experienced?

One is the paying for Jack DuBois and Scott Hartley's
or the Community Chapel's lawyer and the other one is
in regard to the projected layoffs of people of the
lower budget.

Any other areas of deadlock where you have any

personal experience?

SRough QS Associate$, &

COURT REPORTERS

405 SEATTLE TOWER
SEATTLE, WASHINGTON ¢6101
{206) 682-1427




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The deadlock of services of the East and West Campus
owned services.

Any others?

I can't think of anything right now.

Well, looking first to the area of deadlock regarding
paying for the lawyer for Mr. Hicks and Mr. DuBois,
what do you know about that area of deadlock?

The memorandum on 3-17-88, which was addressed to me,
along with the others, was directed to me, plus the
senior elders and the accounting department directing
that the senior elders in the accounting department
not issue any more checks to Attorney Jim Leach
without his concurrence.

Who is thz author of that memo?

That was Donald Barnett.

Why do you say that is an area of deadlock? Do you
have some further information that indicateé there is
a deadlock?

Well, the deadlock is that as the accounting
department, Drake Pesce and myself as treasurer, we
have two different opinions of what we are supposed
to do. So, we have a president trying to tell us one
thing and a senior elder trying to tell us another,
and we have to go back to the bylaws, I guess, to

decide what to do.

SRough S Associates 2
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Did you do that?
Yes, we went back to the bylaws. According to
Section III and Section XI, Article 2, it states that
two-thirds majority of the senior elders are to have
all authority and consequently, they both signed the
PRV. So, we paid it.
The PRV --
Purchase request voucher. It is the authorization
for the accounting department to produce checks.
Section III and Section XI, Article 2 of the bylaws?
Just Section III. Yes. Right.
Is that a part of any particular division of the
bylaws?
Division 1, yes.

MR. ANDERSEN: Page 4.

THE WITNESS: Page 4.
This is page 4 of the bylaws as approved on what date?
January 28, 1986, was the last that I have.
If there is a more recent revision, which I believe
there is about a week-and-a-half ago, you don't have
that one?
That's true, I have not been furnished that one.
What page is this?
Page 4.

I believe you indicated Section XI, also.

SRough {S Associatess N
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Yes, which is page 1l4.
When the payroll request voucher, the PRV, was
presented, it was presented to you?
No, it was presented to Drake Pesce.
Have there been any requests for payment made to you
by the pastor?
No.
Have you been part of any discussions with regard to
any regquests for payment that have been made by the
pastor?
Say that again.
Have you been part of any discussions with regard to
any payment requests that have been made by the
pastor since March 4, 1988?

MR. ANDERSEN: 1Is that clear to you?
Are you talking about payments directly to him?
I'm asking whether or not you have been a participant
in any discussions with any people that have been --
discussions regarding'any requests that Pastor
Barnett may have made that payments of any sort be
made to somebody or himself or anyone else?
No.
So, you have not discussed any requests or been a
party to any discussions where the pastor's requests

were discussed?

Rough S AssociateS 3
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MR. ANDERSEN: Do you understand or are you
thinking about it?

THE WITNESS: Yes, I'm trying to remember
if I really have.
In other words, some of these memos that I have
gotten -- they really don't pertain to me, but I do
have them because they were assigned to me. I guess
the one I would have to talk about is this one to
Drake and I about him hiring a secretary, dated
April 4.
Have you discussed that memo with Mr. Pesce?
No.
Have you discussed that memo with anyone else?
No.
Have you discussed any similar requests by the pastor
with any person?

MR. ANDERSEN: Regarding the secretary?
Any requests that Pastor Barnett may have made that
would involve church expenditures.
I was in on the time that the senior elders told Drake
Pesce to reduce Don Barnett's paycheck, yes.
Can you tell us when that occurred?
It was in the last couple of days of March. It had
to do with his last of March payroll check.

Where was that discussion?

Rough S Associates, s
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1 A It was with Scott Hartley, Jack DuBois and Drake and

2 myself. I think it was in Jack DuBois' office. I'm
3 not sure.

4 Q Can you tell me how that subject matter came up?

5 MR. ANDERSEN: I'm going to object on the
6 record if it involves a statement regarding hearsay.
7 Q How did that subject come up?

8 A It was in processing payroll, of how to add that

9 additional deduction in the computer.

10 Q Which additional?

11 A That was for a deduction for Don's collection of

12 offerings for his personal use, I guess you would

13 call it.

14 Q Who raised the issue?

15 A It would be Drake Pesce.

16 Q What did he say?

17 MR. ANDERSEN: My objection would be

18 continuing on the record.

19 ' Go ahead.

20 A How to put an extra deduction into the computer to

21 reduce his paycheck down to zero.

22 Q Was there any question or any discussion as to whether
23 to reduce his paycheck?

24 A Yes, it was in regard to this February 15, '85, memo
25 stating that any minister that collected outside gifts

Rough & Associates, 36
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or gratuities for their personal use would have that
reduced out of their payroll.

Well, who raised the issue, the whole subject matter
of the pastor's paycheck? Who first broached that
in the discussion?

Well, I'm only talking about between Drake and I, and
he brought it up because he was requested to do it.
He was only asking me in computer services how to do
it.

He was requested to make the deduction?

Yes.

Was that request of him made in your presence?

No, sir.

Do you know who requested that he do it?

Yes.

Who?

It would be Scott Hartley and Jack DuBois, senior
elders.

How do you know they made that request?

That is what he said.

When did he tell you that?

At the time he came down and asked me to fix the
computer deduct code sheet, so we could get it out of
the computer.

Did he then take you with him to this meeting?

CRough & AssociateS, 37
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Yes.,

So, he asked you to come along, join him, in a
meeting with Scott Hartley and Jack DuBois, you
believe, at Jack DuBois' office?

Yes.

To discuss how to make the computer reduce the
pastor's salary or paycheck?

No, not how to do it. That was up to me how to do it.
But just to explain why I should do it.

So, did you go with him to the meeting?

I was in a meeting, yes, with him. I don't know
whether it was that day or not.

Did he direct you to do it, or did Scott Hartley
direct you to do it?

Scott Hartiey and Jack DuBois directed.

What did they direct you to do in the future?

They have not said for each one of them.

That was just a one-time thing?

Just the one time at that point.

How much did they direct you to reduce his paycheck
by?

I don't know the exact figures, but it was around
$8,000 -~ no, wait a minute. It can't be. I don't
know. I don't have a figure available.

Did they give you the numbers, the amount of his

Rough S Associates 8
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paycheck, or did they leave you to calculate that?
No, they gave it to me.
Did they tell you how they had calculated
mathematically what his paycheck should be?
Yes, from a computer printout that showed what his
paycheck would have been at that point, and then they
wanted to get it from there down to zero.
Did they show you how they justified reducing it down
to zero?
Yes. According to this memo, they know he collected
more than that amount.
According to the memo, they knew he had collected
more than that?
No, because --

MR. ANDERSEN: Roger, could you repeat the
question.
I'm asking if your testimony is that the memo
indicated that he had collected more than that?
No.
What did they tell you was the sourée of their
information as to how much he had collected?

MR. ANDERSEN: If there is an answer. If
there is no answer --
I can't remember just how they stated that.

Are you familiar with the memo that they are referrinﬁ
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to?

I have a copy of it, yes.

When did you first get a copy of that memo?

That very same day.

You had not had a copy of that memo specifically?
That's true.

Had you ever been requested to enforce or implement
that policy prior to that?

I had not.

Do you understand the policy?

I believe I do.

Does that policy then indicate that if you are a
minister and your wife gives you a Christmas present
that is more valuable than a hundred dollars, then
your paycheck will be reduced?

No.

What does the memo indicate?

It indicates that if you are a minister and you are
ministering to a congregation or -- an example of
this kind of situation is one of our paid evangelists
was offered $20 by whom they had witnessed -- to whom
they had witnessed on paid staff time. It states the
policy that if the giver makes a specific point that
the gift is to you personally, it is okay for you to

take and keep. As a staff member, you may keep

SRough & Associates 0
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personal gifts up to $100 per month without informing
the church.

Does it indicate then that if you are a staff member
and you get Christmas presents aggregating more than
$100, that you must tell the church?

Yes. Well, not Christmas presents.

Why not?

Well, it is talking about ordained and licensed staff
ministers who are on payroll and working in Seattle.
Is Scott Hartley such a person, for instance?

Yes.

Now, if Scott Hartley gets a Christmas present and
the aggregate value of those Christmas presents is
$130, is his paycheck to be reduced by 130 bucks or
30 bucks or any amount,as you understand the policy
as set out in that memo?

Not Christmas gifts. It would be in regard to a
ministry as an ordained and licensed staff minister,
gifts or contributions, valuable contributions,
considerations, those would be considered, yes, but
not personal gifts.

Not personal gifts?

Not personal gifts.

Well, read me the portion of the memo that states

that.
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Okay. "We recognize that, though not frequently,
there are occasions where staff ministers are offered
cash or other valuable consideration by the one to
whom they are witnessing, ministering to, in the
course of their paid duties out of appreciation for
and wanting to help the ministry."

And then it says: "If you receive gifts of a
value over $100 aggregate in any one month, you should]
inform the general manager and the excess over $100
in that month will result in a reduction of salary of
the same amount as in excess of over $100."

If Christmas presents are given to Scott Hartley by

people that he also ministers to, then is his salary

to be reduced?

Not according to the way I read this, no.

Why not? What words in there indicate clearly to you

that that is not the case, or is it unclear to you?
MR. ANDERSEN: I think he has read the

words that were clear to him in answer to your

previous question.

Are the words you previously read the only words

contained in there that would leave you to draw that

conclusion? I'm referring to a situation where a

Christmas present is given to Scott Hartley by someone

who is also a person that he has dealt with in his

COURT REPORTERS
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ministry.
There 1s a statement back here stating: "In a
situation such as a street minister, when and if a
gift is offered, you should inquire what do you want
that used for, support of the ministry here or a
donation to the church which is making this ministry
possible."
Would it depend then on whether or not Mr. Hartley
had asked the donor of the Christmas present what he
wanted it used for?
I really don't know. It seems we are getting down
into an area here that it is not my prerogative to
decide.
Well, I'm not asking you to decide. I'm asking you
to tell me what your impression is, based on your
reading of the memo and as treasurer of the Community
Chapel & Bible Training Center.

MR. ANDERSEN: Roger is just asking you how
you read this memo, how you interpret that memo.
You told me your interpretation, and I'm asking you
for the words in that memo, statements in that memo,
that lead you to draw the conclusions or the
interpretations that you have drawn.

MR. ANDERSEN: If there are any others in

addition to the words that you have already read.

Rough & Associates, 43
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I don't know whether I've read this one.

"As a staff ministry, you may keep personal gifts
in an aggregate up to $100 per month without informing
the church."

Wouldn't a Christmas present be a personal gift?

It could be, I guess.

In spite of that, though, you think Christmas gifts
aren't included?

I think it is talking about at the time you are doing
the ministry. When you are actually doing the
witnessing, ministering, in the course of your duties,
if they want to give it to you then. That was what

my thinking is and that has nothing to do with whatv
they do later or personally give you.

So, if somebody gave you something at a time different
than a church service or at a time different than when
you are ministering, you would think that it might

not cover that?

I think then I would have to go down to the statement
that says: "In the event a situation involving gifts
to ministers or staff occurs, which is not resolved

by the above policy, please bring it to the attention
of the general manager or pastor in his absence for
judgment."

Well, at any time subsequent to that discussion that
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you have mentioned that you indicated you believe
occurred in Jack DuBois' office, have you seen or
become aware of a memo sent by Don to anyone regarding
this previous memo and the policy and his
interpretation of that policy, his interpretation of
that memo?

Yes, a memo dated 4-6-88, addressed to Scott Hartley,
had my name and Drake Pesce's name on it.

Was a copy of that memo provided to you?

Yes.

Have you had occasion to discuss that memo with

Mr. Pesce or Mr. Hartley or anyone else?

No.

When did you receive that memo?

The memo was dated 4-8. So, probably, the 9th or 10th.
I think you indicated 4-6.

It is dated on the top, but he signed it on 4-8.

So, it is dated 4-6 at the top, but it is dated by
his signature 4-82? |

Yes.

So, you probably received it around the 9th?

Yes.

Did you take any action pursuant to that memo?

No.

Why not?
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Basically, because all of the direction here was to
the senior elders or at least, only the senior elders
could do anything about it.

Why is that? Couldn't you change the computer back?
Yes, but not without their authority.

Why is that?

Because the way I read the bylaws, the senior elders
have the authority to make these decisions, and I, as
a volunteer, am following their orders and not the
pastor's.

The memo that you were initially referring to that
sets out the policy was a memo issued by Don Barnett;
is that correct?

No, it is issued from Jack Hicks.

Was he the author of the policy then?

No. The reference is Don Barnett's policy concerning
receipt of personal gifts and gratuities by paid
staff or volunteers in the course of assigned duties.
So, this was a memo that you received that set out
what Jack Hicks said was Pastor Barnett's policy?

Yes.

And you were instructed to implement that by Scott
Hartley; is that correct?

As far as adjusting the computer to make the payroll

check come down to zero, yes.
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Did he instruct you in the future to apply that policy
to everyone?

No, sir.

You indicated there is an area of deadlock with regard
to projected layoffs of people. Can you describe more
fully what you are aware of, what you have come to
learn, with regard to a deadlock in that area.

The reference was in regard to a memo that Loren
Krenelka sent to Don with the proposed layoffs, and
this memo was in answer to something, a board, that
Jack Hicks set up of the division managers to figure
out what to do about the budget.

This was apparently something that Jack Hicks had set
up before he resigned?

Yes.

When was it exactly, if you know, that Jack Hicks or
approximately when was it that Jack Hicks set up that
board of division managers?

It had to be late in February.

So, in late February, it appeared to Jack Hicks that
there needed to be some layoffs?

I would have to say'yes.

And that was before this split?

Yes.

Now, you referred to a memo from Loren Krenelka. Do
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you have a copy of that?
No, I don't. That was one that Loren was to provide.
You have indicated there was a memo from Loren
Krenelka, and we unfortunately do not have that
exhibit here to show you. You do not have a copy of
it. Did you see that memo? Have you seen a copy of
that memo?
Yes.
What is your understanding of the deadlock that
exists regarding layoffs?
Well, the way I understand it, the senior elders have
picked certain ones and Don does not want to pick the
Same ones.
Picked certain ones for what?
Layoff.
Do you know what ones or which people, which employees]
of the corporation, Don wishes to have laid off and
how they differ from what the other two senior elders
wish?
No, I do not.
How did you come to learn of the deadlock?

MR. ANDERSEN: We used the term deadlock in
out petition, our pleadings. I don't know if it is
fair to assume that Mr. Smalley understands what is

meant by that term. Maybe he does. Maybe he doesn't.
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MR. JOHNSON: I am asking Mr. Smalley with
regard to deadlocks as they exist within his under~-
standing of the term "deadlock" as he uses the term,
which may be different from the way the petition uses
it. But I am asking with regard to Mr. Smalley's
definition of the word "deadlock."

The way I understand your question is, when I first
learned about it, how it affects me?

Where did you get your information that there was a
deadlock about layoffs and what was the nature of
that deadlock? I think we know what a deadlock is.
It is a dispute. It is an area where they can't
agree on something.

When did you learn about it? What did you learn
about it and from whom did you learn about it, whom
or what other sources?

| MR. ANDERSEN: I will make my continuing
objection for the record as to hearsay statements.

I believe you have indicated that you understand there
is a dispute as to who should be laid off in order to
help cut the budget deficit.

Yes. From a note here dated March 23, 1988, from

Don Barnett to Loren Krenelka, Scott Huntley and

Jack DuBois, which Drake Pesce got a copy of, and I

got a copy from him, which we referenced back to that

Rough SE AssociateS, 49
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letter that Loren provided to Don on March 22.

It states: "Before I can approve employee
layoffs, I need to review the drafts of the consensus
of the department heads mentioned on page one,
paragraph two."

MR. JOHNSON: May we have this marked as an
exhibit or run a copy and have a copy marked as an
exhibit.

THE WITNESS: Sure.

MR. JOHNSON: Do you have a copy of this?

THE WITNESS: No.

(Exhibit No. 130 marked

for identification.)
In reference to what has been marked as Exhibit 130,
is that the source of your information with regard to
the deadiock with regard to layoffs?
That is the written source, yes.
That suggests that the pastor wishes some more
information before he approves the particular layoffs;
is that a fair statement?
Yes, that is what it -- yes.
Do you know whether or not he was ever provided that
information?
No, I do not.

Do you know whether there in fact is a deadlock?

Sough Sa s, :
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Well, only in the fact that nothing has been done by
it.

Based on your experience as a treasurer and your
background and based on your general knowledge beyond
that, does it appear that the sort of information that
he is requesting there is a reasonable request in
order to determine whether or not the particular
people proposed to be laid off should be the ones to
be laid off?

The past policy that the general manager operated
under, he took the department heads' suggestion and
worked with it because he did not have the direct
information about whether the division can operate
with or without the people. So, he took this
information and operated under it, and what I read

in this thing is that the pastor or the president,
Don Barnett, wanted to make decisions =-- something
written where it was a judgment on the department
heads, from the department heads themselves, as to
whether they could operate or not.

Doesn't he seek review of the drafts of the consensus
of the department heads?

Yes.

Doesn't that seem to imply that the department heads

were required to make some proposals, and they made

Rough 8 AssociateS, 51
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written proposals that would be the sorts of things
that typically Jack Hicks would have reviewed to make
a decision?

It implies that, but past experience that I know of
was never that case,

You mean Jack Hicks would never have reviewed anythin#
in writing from the department heads before making a
proposal?

He would have reviewed that letter like Loren provided
to Don. That is what he would use.

They would then just essentially rubber-stamp Loren's
letter? 1I'm talking in terms of past experience.

Yes, basically, he would trust his general managers
that much. Yes.

You are indicating, I believe, that Jack Hicks was

not thé sort of manager that would have sought to see
the documents from the department heads himself?

If there was any document, yes, he would.

This seems to imply that there were when it indicates
"the drafts."

Yes, I realize it indicates that.

Do you know whether or not there was anything in
writing?

There was none. There was none. I was in some of the

meetings.
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The department heads never provided anything in
writing with regard to their decision?

That's true.

They just orally told Loren the number of people that
ought to be eliminated or laid off?

In a meeting, yes.

This seems to imply then that that was information

that Pastor Don was not aware of, doesn't it?

Yes.

Do you know whether or not he has been advised that
there are no such documents?

I don't know.

Do you know whether or not in fact an agreement has
been reach with regard to layoffs? I understand you
know that no agreement has been implemented, but do

you know whether or not Scott Hartley and Jack DuBois

~and Don Barnett have reached any concurrence?

No, I don't.

I believe you indicated there was another area of
deadlock with regard to the services on the East and
West Campus. Can you describe what you know of that
deadlock?

All T know there is what they have -- the elders have
said in the services about --

They are using this campus, and we are using this

, 53
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campus, and never the twain shall meet?

Yes.

Are you aware of any deadlock between the pastor and
Scott Hartley and Jack DuBois regarding the pastor's
telephones?

No.

As treasurer of the corporation, has the operations
manager, Loren Krenelka -- is he the operations
manager?

Yes.

Or have either of the other two senior elders, Jack
DuBois or Scott Hartley, sought your assistance or
conferred with you regarding possible solutions to any
of the financial problems that the church is having?
No, not that I -~ I believe that one about layoffs.
What did they speak to you about with regard to that,
anything?

No.

Based on what you know about the church's finances
and based on your experience as the treasurer of the
church, do you have an opinion as to what sort of
steps might be taken to lessen or eliminate the
financial problems the church is presently
experiencing?

None other than just less staff.
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Were you present in any church meetings where either
of the senior elders, Jack DuBois or Scott Hartley,
encouraged, directed, suggested, demanded or in any
other way sought to encourage or sought to discourage
the giving of offerings?
I was at the service where Scott made the discussion,
yes.
When was that service? Do you remember if it was a
Sunday?
I think it was a Friday night. Probably, the first
one after the 4th.
March 117
March 11, I think, yes.

MR. ANDERSEN: For the record, I will make
my continuing hearsay objection.
Were you present for either of the other services
that weekend?
Yes.
On Sunday?
Yes.
Which one?
Both of them.
Was there anything said during those services
regarding offerings?

Yes, in the regard that our attorney said to go ahead
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and pass the -~ take the offerings. 50, they passed
the offering bags.
What exactly was indicated in the March 1l service by
Mr. Hartley regarding offerings?
As far as to go ahead and write the checks but hold
onto them. Don't put them in the bank.
Why?
Well --
What reason did he give for that request?
I don't remember his words.
Then two days later, he said on advice of attorneys
an offering should be taken?
Yes.
Is it a fair characterization that that was not an
encouragement but rather merely a suggestion as to
what the lawyer said?
MR. ANDERSEN: That calls for speculation.
MR. JOHNSON: I'm asking the witness based
on his interpretation of what was said.
MR. ANDERSEN: I instruct him to only answer
if he knows.
I don't know what his reasoning would be.
How did you take it?
Well, I took it that he okayed =-- obeyed his lawyer.

Was there a statement from somebody in the
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congregation or a question, "Is there a minimum"?

For offerings?

Yes, at the time that statement was made by

Mr. Hartley on the 1l3th that the lawyer said to go
ahead and take an offering. Did someone in the
congregation then ask: "Is there a minimum" or words
to that effect?

I don't remember.

How would you characterize the issue of offerings and
how they have been solicited or taken since that
weekend? Are offerings actively encouraged and
sought? Or are they simply taken without discussion?
What is your perception as treasurer and as a member
of the church?

They are simply taken like it has always been.

When the church has‘a particular financial need, is
there some special request made from time to time?
Yes.

Has that occurred in services?

Since March 42

Yes.

No.

What do you think are the solutions, if you know of
any, to the financial problems that the church may be

experiencing? Do you have any other suggestions?
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d:p 1 A No.
| 2 Q Other than cutting staff, you have no thoughts as to
3 what steps might be taken?
4 A No, I haven't done any thinking about it. No.
5 MR. JOHNSON: That is all I have. Thank
6 you very much.
7 Do you have any questions, Counsel?
8 MR. ANDERSEN: Yes, I do.
9
EXAMINATION
10
11 BY MR. ANDERSEN:
12 Q I would like to clarify some dates that we have just
13 been talking about regarding that Friday evening
14 where Mr. Hartley suggested that people hold onto
15 checks. Was that Friday, March 4, or the week
16 following March 4?
17 A I'm sure it was March 11. It couldn't have been the
18 4th. It was in the chapel on the East Campus, so,
19 it had to be the 1llth.
20 Q Earlier, in response to Mr. Johnson's question as to
21 what evidence of deadlock you have seen, you mentioned
22 paying for Community Chapel's attorneys, increased
23 prospective layoffs in the future, and there were two
24 services instead of one. Have you experienced any
25 other difficulty that Community Chapel has had in
&
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carrying out its normal course of ministries because
of the schism or split between those two groups?

Yes, because of a couple of memorandums I got from --
signed by Donald Barnett. One of them is addressed
to the deacon board members which was delivered to my
house at night, and another one was directed to all
directors and officers from Donald Barnett, and,
again, was delivered to my house in the evening.

How would you say that these memos indicate a
problem emanating from this division ahd split?

Well, he is talking about making budget adjustments.
I guess, to me -- he sent me a letter addressed to
the deacon board members. According to the bylaws,
I'm not a member of the deacon board, which then is
kind of like harassment.

The other one was to all directors and officers
from the president and, again, I am not a director
or an officer aé treasurer.

You said you felt harassment?
Yes.
(Exhibit Nos. 131 and 132
marked for identification.)
Will you identify Exhibit 131.
Yes, it is a memorandum to the deacon board members
from the president, Donald Barnett, dated March 18.

Will you identify Exhibit 132, please.
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It is a memorandum to all directors and officers from
President Don Barnett on March 18.

How did you receive these memorandums?

They were delivered by one of the members attending
the West Campus to my house at night.

The same is true for Exhibit 1322

Both of them.

Do you know whether other people who are not on the
deacon board or directors or officers received
similar memorandums?

I do not, no.

Can you point to other ways in which the division
deadlock is hurting the church or its ministry in any
other way?

We may have covered this, but the biggest one that I
am aware of is the fact of trying to hold church
services, and there is not enough room over there to
really enter in and be a part of it, which is causing
a lot of people to get disheartened.

Do you know whether this division of two services has
hurt friendships?

Yes, definitely hurt friendships.

Do you know whether any people have left the church
because of the fact that there are two church

services?
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I wouldn't have any proof except the fact there is =~
we have over 2,000 -- had over 2,000 giving units in
1987. Now, according to the security head count,
there is less than 300 on the West Campus and about
500 on the East Campus. So, it would be only 800

out of the 2,000,

What problems, if any, do you foresee in the future
if the cash flow goes as it is going? What will be
the effect on the church ministry?

What are you aiming at on the church ministry?

Well, I intended it to be a very broad question,
looking at international missions, tape and sound,
ministries, operations, studio, Bible College,
publications and books. How will those divisions be
affected, if at all, by the present financial
direction you see the church taking right now?

Well, the bookstore right now has lost one of their
members. So, they are operating short of staff. As
more people become more disillusioned and resign or
quit, it is going to be hard to maintain the operation
of these divisions.

Other than this recent instance when you have heard
that Don Barnett received -- I will use the term =--

a personal offering, apart from Don Barnett, have you

personally known of anyone else, other ministry staff,
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who have received personal monetary gifts in the
course of his or her ministry?

No, that would go through Drake Pesce. Maybe he can
clear up this thing. The reason I got involved now
with this and Drake being involved in it is by being
directed to take it out of payroll and we have moved
our payroll into a new computer, so, we are using a
new payroll system since the first of the year. So,
consequently, the old payroll system I would not get
involved in whether they did or did not take out
these gift offerings from anybody. It is only this
time I get involved and have come up with thié. I -
don't know if they have done it before or not.

You just don't know?

I don't know.

Referring to the meeting of the division managers
that Jack Hicks called in late February, you said you
believe that Jack Hicks felt there would be a need
for layoffs in the future. Is that what you said?
Yes.

Did he give a reason as to why he felt there would be
a need for future layoffs?

Yes. There had already been two during this fiscal
year and that $95,000 loss up here, he was still

trying to find some way to remove that.
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Assuming these two services, these two groups,
continue meeting and for the time being, assuming that
the numbers stay about the same, can the church
continue with its current operation, say, through the
year 2,000?
No, not with the present staff, no.
Why?
Because the payroll and payables are more than the
money they are bringing in.
Given the present staff and the present division of
congregations, how long do you foresee the church
lasting or, stated another way, do you foresee any
point in time when financially property would have to
be sold or income would have to come from other
sources?
I think, according to the budget summary we have here
and the rate of drop, I would say they will be down --
all other funds will be gone in six months.
Has it been difficult for you as treasurer to work
in the present situation, the present status quo?
Yes, and the fact of being connected =-- working with
Drake Pesce and his confrontations that he talks to
me about in the accounting office.

MR. ANDERSEN: I don't have any more

questions.
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1 FURTHER EXAMINATION

2 BY MR. JOHNSON:

3 Q You are the treasurer of this corporation; is that

4 fair to say?

5 A That's fair to say.

6 Q But you don't feel you are an officer?

7 A That is right in the bylaws, sir.

8 Q Did the receipt of either one of these letters,

9 Exhibits 131 and 132, create a real difficulty for

10 you in some way?

11 A Well, the main thing is, the difficulty in the fact

12 that our president is referring to me in a capacity

13 that the bylaws say I am not in.

14 Q If he has mistakenly listed you as a member of the

15 deacon board or an officer, that mistake is the

16 problem?

17 A Yes.

18 Q Are you aware in most corporations that the treasurer

19 is one of the officers of the corporation?

20 A Yes.

21 Q Did it occur to you that this is a simple mistake in

22 Pastor Don's mind?

23 A I brought this up to Don when I first went on staff,

24 the fact that the bylaws -- the treasurer is nothing

25 but just something in the bylaws because he has no
i
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. 1 authority. I brought it up, the fact that the

‘ 2 treasurer, like you say, the treasurer ~-- usually,
3 the corporation is just part of the directors. I
4 have never signed any of the articles of
5 incorporation or anything. I have never had -- and
6 I don't have any authority for the budget. I don't
7 have any authority to stop payments or anything.
8 Q Who does have that sort of authority?
9 A The general manager.
10 Q Who is the vice-president?
11 A Has been, yes.
12 Q Is my definition under --
13 A According tc the bylaws, yes.
14 Q The president has the authority to stop payments?
15 A It doesn't say that,'sir.
16 Q Where does it say the general manager has that
17 authority to stop payments?
18 A The treasurer shall have -- okay, this is Division 1,
19 Article 5C: "The treasurer shall have the
20 responsibility of paying all bills on time. Payments
21 shall not be delayed on a unilateral decision by a
22 department head, although a department head may
23 suggest such action. The general manager, however,
24 | shall have the authority to delay payments."
25 Q By that, you read he can delay them indefinitely,
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just refuse to pay?

Yes.

You indicated, based on the budget summaries ~- are
you referring there to Exhibit No. 1277?

Exhibit 128,

Based on those budget summaries, you indicated that
something would happen in six months; is that correct?
Yes, where you have a $236,000 deficit by the end of
May, which is three months, something is going to
have to be done when you get $500,000 in the hole.
What will happen in six months, though?

I don't know, sir. I don't know.

I think you have indicated you can't trust Exhibit
No. 127 with regard to its forecasts?

128.

Exhibit No. 128 is the budget summary that you were
referring to, is it not, because Exhibit No. 127 is
not a budget summary?

Right. Yes. The way that Exhibit 128 on the budget
summary is presented, it is confusing. But Exhibit
No. 129, which is a computer printout, definitely
stétes the fact they will be that far ~-- there will
be a big loss by the end of May.

Is it fairvto say that based on Exhibit 129, there

will be a big loss by the time'May comes if Drake

Rough & AssociateS, °¢

COURT REPORTERS

405 SEATTLE TOWER
SEATTLE, WASHINGTON 98101
{206} 682-1427




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Pesce guessed right when he came up with the numbers
in the upper right-hand corner of page 1 of Exhibit
No. 129 where he has injected the figures $100,000
for tithes and offerings for March, $80,000 for April
and $100,000 for May?

That would be true, yes.

You have no projections, not even projections from
Drake Pesce, as to what is going to happen in June,
July and August?

That's true.

Six months from now, even based on Drake Pesce's
calculations, we don't know what the situation will
be?

That's true.

I believe you also indicated with the present payroll
and expenses, the corporation could ndt continue to
exist, in your opinion, until the year 2,000; is that
correct?

That's correct.

With the present payroll and the present expenses
and income, as Jack Hicks saw them at the end of
February, isn't it fair to say that the corporation
could not have continued to exist until the year
2,000, losing money as it was projected to lose even

then, assuming no steps were taken to correct
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BY MR. ANDERSEN:

Q

anything?

That's right, because he was working on the budget
cut. Yes.

Do you think if the elders, Jack DuBois and Scott
Hartley, got up and instead of saying we must take an
offering, instead, they got up and actively encouraged,
as has apparently been the case in the past in periods
of financial need, to give extra, "We need the
offerings," would that help the financial picture?

It would have to help, yes.

But that has not happened yet?

That's right.

MR. JOHNSON: I have no further gquestions.

MR. ANDERSEN: I have one more.

FURTHER EXAMINATION

Mr. Smalley, based on your experience as treasurer
over the years with Community Chapel, based on the
numbers in Exhibit 129, based upon those numbers that
you know to be accurate, based upon what you know of
the giving since the end of February, how much longer
do you think Community Chapel can continue to stay on
its present course before it is faced with bankruptcy?

MR. JOHNSON: I will register for the record

Rough 8 AssociateS, 68
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1 an objection since it fails to provide sufficient

2 information and facts upon which the witness can state
3 an opinion.

4 Q You can answer to the best of your ability on the

5 information that I have stated.

6 A Well, you can't keep spending more money than you are
7 bringing in. Consequently, there has to be a time of
8 accounting for it. Just from the figures I see there
9 with the offerings that are coming in, they are going
10 to be a half million, at least, in the hole by six

1" months and something has to happen.

12 MR. ANDERSEN: No further guestions.

13 |

FURTHER EXAMINATION

14

15 BY MR. JOHNSON:

16 Q Are you aware that elders sought and obtained a

17 restraining order restraining the pastor from laying

18 any people off? |

19 A I'm aware of the mutual restraining order, yes.

20 ’ MR. JOHNSON: That is all I have.

21 ' MR. ANDERSEN: Nothing further.

22 - (Deposition concluded at
12:12 o'clock p.m.

23 Signature was waived.)

24

25
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CERTIFICATE

STATE OF WASHINGTON )
COUNTY OF KING )

I, the undersigned officer of the Court
under my commission as a Notary Public in and for the
State of Washington, hereby certify that the
foregoing deposition upon oral examination of the
witness named herein was taken stenographically
before me and thereafter transcribed under my
direction;

Thai: the witness before examination was first
duly sworn by me to testify truthfully; that the
transcript of the deposition is a full, true, and
correct transcript of the testimony, including
questions and answers and all objections, motions,
and exception of counsel made and taken at the

time of the foregoing examination;

Page 1 of 2
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That I am neither attorney for, nor a
relative or employee of any of the parties to this
action; further, that I am not a relative or employee
of any attorney or counsel employed by the parties

hereto, nor finacially interested in its outcome.

IN WITNESS WHEREOF, I have hereunto set my

hand and seal this 25th day of April 1988.

NOTARY PUBGLIC in and for the
ton residing at

State of Washin
KQZéf, 78 .
al
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'{\_ Community Chapel & Bible Training Center

\ 18635 8th Avenue South, Seattle. Washington 98148 Phone (206) 431-3100
Pastor Donald Lee Barpett Sanctuary located at First Avenue South and South 192nd

April 5, 1988

SUPERIOR COURT OF WASHINGTON FOR KING COUNTY

Subpoena Information for Appendix A, Question #2Z
No: 88-2-05272-7

Attachment #1 is a listing of West Campus giving units that gave cfferings
during the weekends of March 13, 20 and 27 plus known leaders that made no
offerings during the above weekends.

The Calendar Year 87 figures came from the same computer fiie that the
1987 Offering Statements were produced from. Attachment #2 is the first and
last page of the computer printout which is furmished tc substantiste the total
figure.

Since there is no facility restriction with the sanctuary allowing all of
the congregation from attending the West Campus group, and this listing includes
all that are voluntarily attending as proven by offerings being given. The
assumption can be made that the balance of the congregation would prefer to
follow the Elders if there were no facility restrictions.

EXHIBIT L Z 7 DATE
WITNESS
PATRICE STARKOVICH 682-1427

Non-denominational Church Bible College Christian School Publications
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CORPORATE BUDGET SUMMARY CONF IDENTIAL DISTRIBUTION DATE: 2/24/87
JANUARY 1587 PREPARED BY: CHARLOTTE MCGAUSI Y
{IN THOUSANDS) CORIES: BARNETT, DUBOIS, HARTLEY,
HICKS, SMALLEY, SNOEY, PESCE
CURRENT
{1ONTH F1SCAL YEAR-TO-DATE FORECAST FOR YEAR ENDING MAY 1987
GAIN DR -LOSS
CAIN OR GAIN OR VARIANCE i CURRENT DEA BDARD VARIANCE }
-LOSS INCOME EXPENSE -L0O3S $ % ! ESTIMATE APPROVEOD $ % i MOTES
___________________ - —— - - - - e v———— H e dmam e omem  awm - - —— = e ) e -
CHURCH - ACTUAL -35,3 1793.2 1714.95 78.7 27. 4 59. 6 H 69.9G> 8.9 61.0 685, 4 H A
- BUDGET -20.0 1804.2 1754.9 49.3 H }
H H
MINISTRIES -0.5 252. 1 242.9 ?.2 8.4 1050.0 i 6.4 ~1.8 8.2 435, 5 H B
~1.9 254.9 254, 1 0.8 H '
1 [}
TAPE & SOUND -2.6 91.1 87.6 1.5 14,2 111.8 { 1.0 -19. ¢ 20. 1 105.2 H
-3,9 81.4 4.1 -12.7 H H
OPERATIONS -12. 1 569. 43 547.8 21.6 15. 5 254.1 H 45.9 30.4 15.5 51,0 '
-17.2 588.0 581.9 - ) H
STUDIO -3.7 59.8 B80.0 -20.2 -20.0 -10000.0 H -31.2 4.6 -35.8 -778.3 H
-1.0 79. 1 79.3 -0.2 H }
BIBLE COLLEGE 85.9 290, 1 197.0 - 3.1 8.2 9.7 H -15.5 -18.1 2.6 13. 4 H
82.8 287.3 202. 4 84.9 H H
H H
STUDENT APTS. -0.2 162.2 170.2 -8.0 -5.5 -220.0 H ~-b. 43 f.2 -10.6 -252.4 H
2.8 184.5 187.0 -2.5 H H
CHRISTIAN SCHIOL ~-15.4 499,90 547.9 -49.9 3.9 6.7 H -?1.8 -111.2 19. 4 17.4 H
-18.9 459, 6 552.0 ~-52.4 H H
PUBLICATIONS -11.3 247.7 240.0 7.7 -2.3 -23.0 H 23.3 26.1 -2.8 -10.7 H
-11.9 2556.7 2386.7 10.0 H H
BOOKSTORE -0.1 165.0 158. 5 7.5 -8.0 -51. 86 H -0.1 14.8 -14.9 -100.7 ! CLE
-1.4 213.3 197.8 15.5 H !
TOTAL — ACTUAL 4.9 142.2 43. 4 43.9 H 1.9 -61.2 62.7 102. 4 H
- BUDGET 8.8 %8.8 H }
Budget Manager Approval: {EE;ﬁL
KROTES:
~—-Minus Sign "-" indicates loss or unfavorable variance.

~—~Any cash surpluses are put either into savings or debt retirement.
A. Budget cuts and limits on new purchases have been helping.

B. Payroll cuts have been helping. O riodes ‘:C)K.[(Jﬂ€‘4b’fﬁcpfp1'f-(e
C. Tape sales are still running below budget. Ny

D. Current estimate includes provision for possible losses on outstanding contracts.

E. Sales are still running below budget.

F. The Bible College will subsidize the loss.

ExHiBIT L& DATE

WITNESS
PATRICE STARKOVICH 682-1427
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CORPORATE BUDGET SUMMARY DISTRIBUTION DATE: 4/3/57
FERRUARY 1987 PREPARED BY: CHARLOTTE MLCGAUGHE'
(IN THOUSANDS) COPIES: HWARTLEY, HICKB, SMALLEY,
SNOEY, PESCE
CURRENT FISCAL FORECAST FOR FY ENDING 5/31/87
MONTH YEAR-TO~DATE = = <~ =mrmeemmc e m e o e
----------------- ; PROJECTED ¢ APPROVED H
GAIN OR GAIN OR ' END OF YR ¢ END OF YR H
-LOSS -LOSS ! GAIN/LOSS ! GAIN/LOSS i NOTES
CHURCH - ACTUAL 6.3 ?7.6 ! 122.4 37.3
- BUDGET -3%.9 41.7 H H !
MINISTRIES ~-1.3 7.9 | ?.3 -1.8 {
-1.0 -0.2 H H H
TAPE & SOUND -0.9 0.6 H 3.4 -19.1 H
-1.0 -13.7 H H H
! H '
OPERATIONS -0.35 21.1 H 27.0 30. 4 H
7.6 13.8 i H H
STUDIO 4.0 ~-16.1 i -24.0 | 4,6 [IC )
0.0 -0.2 H H H
BIBLE COLLEGE -1%.3 74.0 H -2.8 1 -18.1
-23.4 63.95 ' H i
STUDENT APTS. -3.7 ~-11.7 H -5.4 1 4,2 P C
4.6 0.2 ' H H
CHRISTIAN SCHOOL -1.8 -50. 46 H -67.5 | -104,2 i
-15.3 ~67.6 ' \ H
PUBLICATIONS 1.9 9.3 ! 20.5 i 26. 1 i
4.4 13.6 H H H
BOOKSTORE S.8 13.3 H L% S 14.7 !
0.0 15.§ ' ) H
TOTAL - ACTUAL -3.9 145. 4 H 2.0 1 -25.9 H A
- BUDGET -59.8 67,6 ; w
cr .
Budget Manager Approval: ar# us
NOTES: ——

~-=Minus Sign "-" indicates loss.

~==Any cash surpluses are put either into savings or debt retirement.

A. Difference between —-25.9 K and 92K showsresult of cost-cutting measures throughout the corporation&
B, Toge sales stit runnirg low.

C.  Pest dees cue ‘mﬁh, and we den + e -full occugancy,




CORPORATE BUDGET SUMMARY

MARCH 1987
(IN THOUSANDS)

CURRENT FISCAL
MONTH YEAR-TO~DATE
GAIN OR GAIN OR
-L0SS -LOSS
CHURCH - ACTUAL 23.8 121. 4
- BUDGET -29.6 54.7
MINISTRIES ~1.2 &7
0.1 0.0
TAPE & SOUND 3.3 3.9
~2.3 -15.9
OPERATIONS 6.4 27.4
11.9 25.7
STUDIO -2.9 -19.0
1.7 1.5
BIBLE COLLEGE -16.6 43.3
-21.7 a1.8
STUDENT APTS. -1.0 -10.0
2.9 3.1
CHRISTIAN SCHOOL ~4.4 -55. 1
~13.4 -81.0
PUBLICATIONS -0.9 8.4
5.5 20.2
BODKSTORE ~3.0 10.3
0.0 15.4
TOTAL — ACTUAL 3.5 137.3
~ BUDGET -34.9 65.5
NOTES:
-=-=Minus Sign "~" indicates loss.

~-~Any cash surpluses are put either into savings

DISTRIBUTION DATE: APRIL 24, 1987

PREPARED BY: CHARLOTTE MCGAUGHEY

COPIES:. HARTLEY, HICKS, SMALLEY,
SNOEY, PESCE

FORECAST FOR FY ENDING 5/31/87

H PROJECTED ! APPROVED '
H END OF YR ! END OF YR H
! GAIN/LOSS ! GAIN/LOSS i NOTES
! 129.8 ! 37.3 H
| | |
H 1.4 | -1.8 !
| H 3
H 4.6 H -1%9.14 H
| ; ;
| 29.5 |} 30.4 H
[} 1 1]
H -12.4 ! 4.6 H
| : :
| 6.0 -18.1 H
H -7.6 4.2 H
4 -66.8 i -104.2 H
: 10.1 : 26.1 H
H H H
i 8.2 | 14,7 H
H H H
H 25.8 -25.9 H
: !

Budget Manager Approval:

or debt retirement.




DATE :

TO:

FROM:

RE:

September 1, 1987 .

Jack Hicks
Wyman Smalley
Drake Pesce

Charlotte McGaughey

JUNE AND JULY BUDGET SUMMARIES

I combined the data from each of the departmental summariez
on the attached sheets. The bottom Tine s that we went 1in
the red $28,131 in June, and $30,330 in July. On the poczi
tive side, those amounts were lower than the deficits we had
budgeted. However, it is too early to project the upcoming
ten months, because o©of Bible College and Christian Zchool
enrollment.

Below I've listed the major components of the differences

between actual and budgeted figures, for June and July
combined.

Church: Offerings were $6,000 higher than budgeted in
July.
Expenses were much lower than budget (=ee
details of difference below).
$32,600 in OP3S maintenance charges
14,560 in Deacon Board projects
1,300 9n fire & liability dinsurance
6,780 in OPS security charges
1,000 in parsonage maint/expenses
2,500 “n utilities
2,000 in Couns. Ctr. expenses
5.500 in Youth Min. expenses (retreat Hincomn
comes in before bills are paid)

OPS: Budget was too high for both income and expen-
ses; projects have been deferred, no summer help
was hired.

STU: Actual tape sales were Jower than our already
low budget.

B.C. Fall tuition came 1in earlier than expected.
Don't get hopes up yet!

ST APTS Past due rent from May '87 came in June ($7,000
that should have come on last year's budget).

Chr. Sch Income lower than budgeted, and textbook orders
that we budgeted for August came in early.



Church

Intl Missions

Tape & Sound Min.

Operations
Studio

Bible College
Student Apts.
Christian School
'.Pub1icat10ns
Bookstore

TOTAL

Notes:

“'CORPORATE BUDGET SUMMARY

Income

———— - ——

168,733
165,875

1.647
1,350

9,804
10,265
75,592

113,445

2,446
5,075

28,479
17,685

24,135
17,250

37,698
42,775

26,040
26,491

i3.121
12,375

Bold type indicates actuals.

Regular type indicates budget.

Distribution: Jack Hicks, Wyman Smalley, Drake Pesce

COR.BUD.SUM.JUN
8/31/87CMC

June 1987

22,512
21,232

31,498
29,416

24,838
25,586

12,144
15,365

o ——— V- en

~713,9186

-652
-1,000

916
-828

o RET

-64,487



Church

Intl Missions

Tape & Sound Min.

Operations

Studio

Bible College

Student Apts.

Christian School

Publications

Bookstore

TOTAL

Notes:

'CORPORATE BUDGET SUMMARY

T July 1987

Income

172,404
166,225

796
1,350

8,341
8,070

67,689
99,050

6,905
5,075

21,448
29,7175

15,141
18,650

4,278
13,225

27,023
24,886

17,521
19,880

Bold type indicates. actuals.
Regular type indicates budget.

Distribution: Jack Hicks, Wyman Smalley,

COR.BUD.SUM.JUL
8/31/87CMC

193,343
237,832

2,050
2,150

10,687
11,115

69,046
88,682

6,526
8,921

12,500
14,222

18,415
23,362

21,005
16,025

20,598
27,328

17,696
17,205

Drake Pesce

‘Bain/Loss :

-20,939
-71,608

-800

-2,356

-2,045

-1,357
10,368

380
-3,846

8,948
15,5652

-3,274
-4,712

-16,727
~-2,800

V5T %30 ¢

~-60,557



DATE :

TO:

FROM:

RE:

September 27, 1987
Jack Hicks

Wyman Smalley
Drake Pesce

Charlotte McGaughey

'CORPORATE BUDGET SUMMARY FOR AUGUST

Attached is the August sumnmary. The budget figurez do not
reflect the cuts made recently. They are the original
budget amounts.

Offerings are $17,500 more than budgeted!

Maintenace expenses remain low due to cancellation and
postponement of projects.

The areas to watch are Student Apartments' and Christian
School. If we lose more people, these two budgets will b~
directly affected, and church subsidies will be neednd.

C~COR.BUD.SUM



Projected
Income Expenses Gain/Loss Y/E Balance
Church 227,558 187,637 39,921 -118,747
210,025 215,014 ~-4,989
Intl Missions 1,227 3,266 -2,039 -18,295
1,350 2,850 -1,500
TSM 9,107 6,656 2,451 5,045
10,265 10,316 -51
Operations 61,947 57,393 4,555 -3,203
99, 365 90,292 9,073
Studio 5,955 7,348 -1,393 -27,254
5,075 7,836 ~2,761
Bible College 1,991 14,600 -12,609 ~7,962
16,625 16,147 478
Student Apts. 18,039 21,396 -3,357 -30, 896
18,650 23,362 2,737
Chr. School 82,526 24,325 58,201 7,969
68,925 24,950 43,975
Publications 24,022 20,857 3,165 2,593
27,291 24,765 2,526
Bookstore 15,163 17,176 -2,013 20,549
14,150 17,970 -3,820
- p " '..y L B0 Yavou R
TOTAL iR e s Ak 2176, 501
40,194
Notes:

CORPORATE BUDGET SUHMARY.
' August 19087

Bold type indicates actuals.
Regular type indicates budget.
Distribution: Jack Hicks, Wyman Smalley, Drake Pesce

COR.BUD.SUM.AUG
9/27/87CMC



DATE:

TO:

FROM:

RE:

December 30, 1987

Jack Hicks
Drake Pesce
Wyman Smalley

Charlotte McGaughey

CORPORATE BUDGET SUMMARY FOR NOVEMBER

The circled numbers on the attached summary refer to the
following notes:

1. ‘Expenses were higher in November than budgeted
mostly due to IBC computer purchase being paid
for in November, instead of December ©per
original budget.

2. TSM income for the soon-to-be-imposed yearly and
overdue tape fees has not been included vyet. I
will add this next month.

3. The Operations budget will be revised next
month, also. There have been two recent lavyoffs.
Both labor and sub/mtl costs have been lower
than budgeted.

4. Spring semester tuition (not including fees)
isn't in yet. I have budgeted for $86,000.
The gain is due to: a) fire & 1liability insur-
ance paid for by the church, b) part-time
teachers are all volunteer, c) there are only
four full-time teachers this year, and d4) John
Koppang has kept expenses down.

5. The overhead rate that Publications charges to
the other divisions will be reduced for the last
half of fiscal year 87-88, thus the vyear-end
gain estimate will decrease.

6. The Bookstore projected loss merits some atten-
tion. I am interested in meeting with Jack,
Price, and anyone else who has input to discuss
how to ralse revenue, revise I1I.D. charges, etc.

NOTE: The total projected year-end loss of $54,482
will start decreasing on future budget summaries as I
include TSM income, remove terminated employees'
salaries, etc. Also, offerings have been running
higher than budgeted. I raised the estimate once, and
am hesitant to do so again.

Cucrerrt ycer - o -dote 30‘!(\ Jloss = + 3 5, 97

Tac 1 fer T2k, sale o Mienle* 20K | e

s remmpoder T 30



CORPORATE BUDGET SUMMARY .
November 1987

Current mo. Projected YE

Gain/Loss Gain/Loss
Church 0 -30,430 -83,735
61,804
Intl Missions -1,425 -16,342
—11225
TSM 446 4,613 &
-1,840
Operations 6.236 19,128 (®
3,235
Studio 1,838 -21,573
380
Bible College -15,279 41,948 @
: -18,855
Student Apts. 3,596 ~-25,789
360
-5,025
Publications 5,237 24,264 (5
5,280
Bookstore -3,008 -6,374
’ I (t‘
—31265 O
TOTAL -33,893 -54,482
40,849
Notes:
Bold type = actuals, regular type = budgets, (current month
column).
Distribution: Jack Hicks, Wyman Smalley, Drake Pesce

COR.BUD.SUM.NOV
12/29/87CMC



CORPORATE BUDGET SUMMARY
Fiscal Year 1987-1988
Period Ending 12/31/87

Year-to-Date Projected EOY
Gain/Loss Gain/Loss Notes
Church -42,069 -34,745 1
-112,572
International Missions —8,463 -15,038
-9,175
Tape & Sound Ministries 4,164 3,314
1,835
Operations 1,089 13,949 2
13,810
Studio -6,648 ~-21,323
-9,310
Bible College " 44,721 37,081 3
36,530
Student Apartments -3,040 -25,070
Christian School 38,328 9,993
35,370
Publications | 17,100 20,255
22,360
Bookstore 4,218 -494
- —4,005 —_——
TOTAL 49,400 -12,078
Notes:

1. Offerings are still running higher than our revised estimate. 1If
this continues, the vyear-end corporate gain/loss should be app.
+15,000.

2. I lowered the maintenance overhead rate, to reduce the year-end
gain.

3. The Bible College is doing well because this fall several of the
teachers volunteered. Salaries were app. $2K/month below the
original budget. Also, the church paid for all fire & 1liahility
insurance this year, which helped out both Rible Conllege and the
Christian School.

Bold type = actuals, regular type = budget estimates

Distribution: Jack Hicks, Wyman Smalley, Drake Pesce
MJ/COR.BUD.SUM.DEC
1/20/88CMC




CORPORATE BUDGET SUMMARY

T “ Fiscal Year 1987-1988

Period Ending 1/31/88

Year-to-Date Projected EOY

Gain/Loss Gain/Loss Notes

Church ~22,940 ~-37,849 1
-102,058 -95,1562
International Missions -~9,748 -15,248
-10,400 -15,500
Tape & Sound Ministries 4,749 5,709
: -145 15

Operations 9,735 29,235 2
4,435 13,970
Studio -9,806 -21,811
-11,290 -22,115

Bible College 121,669 49,156 3
. 101,095 38,175
Student Apartments -3,615 -19,527
-6,840 -23,730
Christian School 48,853 25,883
30,145 7,730

Publications 16,522 21,332 2
17,470 23.625

Bookstore 865 -920 4
-5,910 -8,715
TOTAL 156,284 35,960
16,402 -81,697



Notes for Corporate Budget Summary:

1. Offerings have dropped in the last four weeks (ave. = 41.4K/wk),
although the running year-to-date average (45.5/wk) is still higher
than our budget (44.0/wk).

2. Publications and Operations will not end up with much of a surplus.
I will reduce the amounts they charge to other divisions in the
next four months of the fiscal year.

3. The Bible College is doing very well! The spring tuition came in at
810,000 higher than I budgeted. (I was too conservative.)

4. I am concerned about the Bookstore. It seems that they should be
able to make a profit. They receive income from other divisions, as

well as from sales of office supplies, books, tapes, etc. Does
anyone have any ideas?

5. We have had some payroll cuts and payroll additions this vyear.
Payroll cuts already included in budget: Wayne Snoey, Jim Wagner,
Don Tuggle, Jerry 2Zwack, Barbara Barnett, Virginia McManus, Chris
Anable, Sandy Anderson, Patty Coyle, Gary Gerrard, Marc Heriot, and
Kari Mills. Any other terminations were offset by a replacement
being hired or other comparable increase 1in costs. Payroll
additions include: Music assistant (Sandy Willis) hired for six
months; Youth Min. secretary hours increase; Security secretary
hours increased twice; Youth Min. children counselor added
temporarily; Barb Pfaff's new position added; assistant %o the
pastor added (Robin Davies); new part-time Audio-Video assistant
for Ashley Young will be coming on soon; raises to Maurita Verburg,
Loren Krenelka, Chris Mathews, and Lou Mensonides; Sunday School
secretary hours increase {(due to other S/S layoffs); reimbursement
to Fred Rapp for Victoria ministry expenses; and the Counseling
Center is hiring an additional full-time secretary this month.

Bold type = actuals, regular type = budget estimates

Distribution: Jack Hicks, Wyman Smalley, Drake Pesce
MJ/COR.BUD.SUM.JAN
2/25/88CMC
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CORPORATE BUDGET SUMMARY
Fiscal Year 1987~1988
Period Ending 2/29/88

Year-to-Date Projected EOY
Gain/Loss Gain/Loss Notes

Church - -21,564 -316,656 1
~-96,152
International Missions -11,7417 -15,922
-15,500
Tape & Sound Ministries 2,861 3,516
15
Operations 21,023 29,518
13,970
Studio -12,358 -21,848
-22,115
Bible College 108,109 47,776
28,175
Student Apartments -4,573 -14,272
-23,730
Christian Schocl 44,171 32,291
7,730
Publications 14,030 16,865
23,625

l

Bookstore 3,631 1,921
-8,715
TOTAL 143,583 -236,811
-81,697

Notes for Corporate Budget Summary:

1. The loss is due to projected increases in legal fees and decrease
in offerings.

Bold type = actuals, regular type = budget estimates
Distribution: Scott Hartley, Wyman Smalley, Drake Pesce

MJ/COR.BUD.SUM.FEB
4/2/88CMC



MEMORANDUM

crov L AT Bl

TO: Deacon Board Members
FROM: President Don Barnett
RF, ¢ Budget

DATS ; Marcno 18, L9838

It 15 necessary to maxk2 »nudget adjustments and
recommendacion witn regards to the salary level for all
amploye=s. The Deacon Boarda L3 under the obligatlion to maxs=
a datarmipation oL the I{unds available to pay =mployees of
tne corporation and the President o©of the corporation 15
authorized to make a determination of tne salary scale for
2acia individual =2mpicye=.

’ Please Lmmadiately make a dectarmination and provide
my office by Tuesday, Marcn 22, 19838 ac 2:U0 p.m. with copies
of all »revious budget and allocated expense arzas, and with
all current figures used 1in composing the employe= maximum
wages to pe pald act tne present time.

Please maxe a detzrmination basad upon the offerings
made and summaries provided to you by the acccunting office.
This memoranaum shall act as my authorization for the
accounting office to provide you with any and all information
necessary to maxke a Jdetermination of the budget allocation of
salaries from this polnt on. any documents pcovided to you
oy the accounting office are to be attacned to your recommen-
dation as to the maximum salary level Zor all employees of
the corporation.
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Donaid L. Barnect,
Prasident
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v March 23, 1988
T/:f‘/". Lt g5 //‘ PR

To_ Loren Krenelka O secr TR AL 5 b 3
Scott Hartley - L
Jack DuBois

In reference to your letter of March 17, concerning budget
cuts, which I received on March 22, I answer.

Before I can approve employee layoffs, I need to review
the drafts of the consenses of the department heads mentioned
on page one, paragraph two. I need to know how each dept. is
proposed to be restructured and operated. srcT'TT’

In as much as the Senior Elders have no authority or funct- ﬁu.hrm
ion_in_the corporate. nff]ces, ‘the details must be decided by A
someone other than those making the proposal. This decision falls 7"
to the Vice President/General Manager who works under the Pres-
ident. I presently hold these offices and will until I can appoint
a Vice President/General Manager who is qualified who will agree
to work under the President in accordance with the By Laws.

I am, according]y awaiting your departmental restructuring pro-
posal for me to review and decide. I am also awaiting-the
quarterly Financial statements made in February and any other
more recent financial and budget details ava1lab1e
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Sincerely,
Uen it~ <7 TV
Don Barnett 47 & 4+ p¢u

. foi i I
President '
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MEMORANDIUM

. o iy ol = /:?
TO: All Directors and Officers SECTTIX At b 8 = ,f"f) .
+ L T
FROM: President Non Barnett
RE : Duty to Corporation
DATE: March 13, 1988

/

In order to protect and provide for the future of
the <Community Chapel and Biole Training Center, it 1is
necessary to remind you and follow up on my previous memoran-
dums regarding your responsidliities.

As an otficer or director of the corporatieori, you have
a fiduciary relationship with the corporation and you an
undivided loyalty in your position as trustae.

T{ thre corporacion suffers any damages as the result
of your failing to carry out any oifi your duties, the cor-
poration will look to you- for reimbursement of those damages.
Good motives or good 1intentions will not relieve you of
liability for breach of your opcligations.

At the present time, it 1s necessary that you obtain
offerings at any services under your dJdirect or indirect
cont. ;1 (whether on the Community Chapel and Bible Trainiang
Center grounds or otherwise) and that you deposit all funds
received in the Community <Chapel and Bible Training Center
accounts.

Your failure to fulfill your obligations as trustses
to the corporation will imperil your right to compensatilon.
In other words, you may forfeit your right to pe paid or Dpe
obligated to repay any compensation advanced.

It has come to my attention that one or more offi-
cers or directors will attempt to prevent or will not allow
an offering to be made at the future services which may be
nheld by the Senior ¥®lders on the property. The funds that

EXHIBIT _/ 3= DATE -1-
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would be collected at the services are necessary for the
operation of the corporation and it will ope necessary to deem
any failure to obtain an offering as a oreach of the fidu-
ciary obligations owing by directors and officers to the cor-
poration.

T the corporation does not cecelve its appropriate
offering from any services conducted by Senior Rlders, pro-
ceedings will pe commenced to recover the damages suffered by
the corporation. VLigkewise, any failure to follow directives
of the President which cesult in any type of damage tO &the
corporation will pe pursued against the individuals involved.

In addition, 1if any information comes to my atten-
tion that any officer or director of the corporation has
breacned nis fiduciary obligations or fails to follow the
directives of the President or if any damages arises as a
result of any action, directly or indirectly, or any failure
to act of any officer or director, damage claims and actions
for reimpursement of any and all compensation will be imme-
diately pursued.

It is the intent of thls memo Lo make sure that you
understand the clear and definite ooligations thac you have
to ktnz corporation 350 that we may Worxk £o achieve the bpest
results for Communi:ty Chap=l and Bible Training Canter.

'// f‘ R ///‘,:' .
AT 1o Ty i T
Donald L. Barnectct,
President






