RPS Fraud Losses Sustained by Taxpayers of Spokane Summary and Analysis

RPS Bond Frauds Summary and Analysis:

I have reviewed the following evidence: The collective works of investigative reporters Tim Connors and Larry Shook published by Camas Magazine; the IRS Report disallowing the tax-exempt status of the first RPS Bonds; and reviewed Gary Ceriani’s, lead plaintiff attorney in the successful RPS securities fraud case, 91-point Omnibus Statement of Facts and the RPS Settlement Agreement (See attached Exhibits 1, 2, & 3).   I interviewed former Spokane Mayor John Talbott, former Councilperson Cherie Rodgers, former Sheriff Tony Bamonte of Pend Oreille County, WA, former KXLY Reporter Tom Grant, KXLY Station Manager Steve Herling, and many others.

As a private citizen, taxpayer, stakeholder in the Municipal Corporation known as the City of Spokane, I investigated the RPS bond frauds that have the potential to exceed $100 million dollars in losses to the citizens/taxpayers of the City of Spokane.  To wit: the River Park Square Bond Fraud (RPS); the RPS Bailout (AKA RPS Settlement Agreement – a second fraud committed to conceal the first bond fraud et al; and the manslaughter death of Joe Savage in the RPS Parking Garage. This report should be read in conjunction with my causes and actions for bringing a federal civil class action RICO prosecution and my case file on the Savage Manslaughter Case (See attached Exhibits 3 & 4).  Entwined in these frauds was the illegal issuance of a Section 108 HUD loan for $23 million dollars secured on behalf of the City of Spokane for the RPS developer to fund the RPS expansion project.  The Cowles Co, the developer (Betsy Cowles) of the RPS expansion project, refused to issue a letter of credit as collateral for this HUD loan as is the normal practice for securing a HUD loan. 

Instead the City’s Community Development Block Grant (CDBG) money was placed as collateral ahead of the developer’s own financial resources to secure this HUD loan.  It was this Machiavellian funding scheme to avoid the required letter of credit that set the stage for the second fraud – the RPS Bailout.  The first RPS Parking Garage bonds went into default because the appraised value and the projected parking revenue of the RPS Parking Garage was excessively inflated.  This inflated financial information as well as other material facts were intentionally concealed from the institutional municipal bond investors that purchased the first RPS bonds while these bonds were in escrow.  These bondholders later successfully sued the City of Spokane and others for this fraud.  The City’s CDBG money was at risk because of the HUD loan was in danger of going into default.  The City’s CDBG money in effect was being held hostage as well as the City’s bond rating because of these frauds (See later discussion and see attached Exhibit 9).   

To bail out the City’s CDBG money and its credit rating, the Spokane City Council approved the infamous RPS Bailout (AKA the RPS Settlement Agreement) to the detriment of the citizens of Spokane.  In my opinion this agreement was nothing less than extortion, consummated by the perpetrators, the Cowles Co et al, to rob the citizens of Spokane of nearly $45 million dollars.  The perpetrators had they been pursued for the first bond fraud et al would have in turn exposed the complicit city officials to criminal prosecution.  This was a case of mutually assured destruction. 

I have constructed the following summary of losses in - Table 1, “RPS Bond Fraud Data (in millions of dollars).”

Table assumptions and expenses and losses not accounted for:

There are a number of expenses and losses associated with these frauds that there is insufficient information/documentation to accurately allocate yet.  

The information is offered to establish probable cause for the issuance of search warrants and/or subpoenas to obtain the missing information/documentation from the City of Spokane and the other parties.  The City of Spokane has a clear pattern and practice of withholding pertinent public records.  Once this information/documentation is obtained a forensic audit can be completed to clarify these the actual expenses and losses sustained by the citizens/taxpayers of Spokane in these frauds.

This table is based on information contained in the RPS Settlement Agreement, the IRS Ruling, and Gary Ceriani’s 91-point Omnibus Statement of Facts and discussions with Tony Bamonte, Tim Connor, Larry Shook and Cheri Rodgers.
The ($29) reduction in the “City of Spokane Bond Obligations” is the settlement paid to the defrauded bond investors of RPS Bonds I with the issuance of the second RPS Bonds II.  It should be noted that RPS Bonds II are not tax-exempt.

The parking meter revenue is a general fund revenue account, which is approximately $2M per year.  This revenue is currently being used to service the RPS Bonds II debt according to Tim Dunivant City of Spokane Budget Director.  The expense of collecting this parking meter revenue e.g., maintenance of the parking meters, purchase of new meters, and personnel costs of the meter collectors is a general fund expense account running on average just under $1M per year.  Since the RPS Bonds II have an amortization schedule of approximately 20 years, this parking meter expense must be accounted for, hence the $20M item included with the City of Spokane debt obligation column. When the amortization schedule of the RPS Bonds II is compared with the parking meter revenue stream it appears the City will have to at some point pay additional general fund revenue to cover a shortfall between these two or raise the parking meter rates.  The City has raised parking meter rates several times already. See the attached amortization schedule for RPS Bonds II I received from Tim Dunivant and the historical parking meter revenue I obtained by filing a public document request (PDR) with the City of Spokane (See attached Exhibits 6 & 7).

The $9.2M figure “under money received” is money received by the City of Spokane from the law and bond firms involved in the issuance of RPS I e.g., Perkins Coie $4.25M, Preston & Gates $1.3M, Foster & Pepper $1.3M, Walker Parking $1.5 and RWR – Bob Robideaux $950K

The $2M figure “under money received” is money released to the City of Spokane from an escrow account per the RPS Settlement Agreement.  This escrow account contained parking meter revenue and land rents that were withheld by the City from the RPS Developer.  This escrow account was created when litigation began between the parties after the revenue stream of the RPS Parking Garage was insufficient to service the debt on RPS Bonds I.  With the RPS Settlement Agreement, $6M “under money paid” was released to the RPS Developer and $2M was released to the City.

The value of the RPS Parking Garage was assumed to be $26M when it was transferred back to the RPS Developer per the RPS Settlement Agreement.  Even though the Spokane County Assessor’s Office currently assesses the value of the RPS Parking Garage at approximately $11M, this was the amount paid to the RPS Developer.  City of Spokane issued bonds on behalf of the nonprofits to purchase this garage at this price with RPS Bonds I that later were refinanced and carried forward in RPS Bonds II.

The IRS ruled that the RPS Bonds I were not tax-exempt and issued a levy for its back income taxes owed by the bond investors.  The IRS in its ruling issued a scathing report blasting the City and the developers saying this funding structure for the RPS Parking Garage structure was in essence a sham by saying, “the casino was rigged.” It is believed the law firm of Preston-Gates that was involved in the issuance of these bonds, paid these back taxes on behalf of the defrauded bond investors.  The exact amount is not known nor is the source of this payment. Whether this was Preston-Gates’ money or was passed through from someone else is unknown.
The property taxes on the RPS Parking Garage were in arrears at the time of the RPS Settlement Agreement.  It’s unclear what entity made this back payment.  It is not discussed in the RPS Settlement Agreement.  There are some who believe this was an oversight and the City of Spokane may have made this payment.

The City of Spokane attempted to conceal key documents of the RPS Bond I fraud from Tim Connor and Larry Shook who sought them via public document requests (PDR).  After suing the City which went eventually to the WA State Supreme Court, these documents were ordered released and the court awarded damages totaling $299K including attorneys fees (See attached Exhibit 8).  I didn’t include this in my summary table.
The $22.6M HUD Section 108 was not factored in.  This HUD loan is apparently current and the RPS Developer is making payments.  The RPS Developer finally issued a letter of credit as collateral for this loan secured on its behalf by the City of Spokane as part of the RPS Settlement Agreement.  Assuming this is a genuine letter of credit and it will cover the City’s obligation re the HUD loan issued on behalf of the developer, should the developer default, this was not yet considered a loss to the citizens/taxpayers of Spokane.  However this loan was obtained by fraudulent misrepresentations/application and the proceeds were laundered into the RPS expansion project.  An argument can be made this HUD loan was not issued for and/or used for its intended purposes e.g., to benefit low-income population.  Further there is information that the RPS Developer evicted RPS mall tenants before the expansion took place and boarded up windows with plywood to artificially create a blighted state (See attached Exhibit 9)
Lastly the fees of the law and bond firms are included in the RPS Bonds I and II principal amounts.   Of course the City of Spokane has considerable staff and counsel time in the issuance of these bonds and subsequent litigation.  The extent of this expense is not known.   There is however the legal fees of $2M received by Attorney Laurel Siddoway, the City’s second RPS special bond counsel, who was one of the principal brokers of the RPS Settlement Agreement.  This is covered in more detail in my criminal complaint against Gavin Cooley, the CFO for the City of Spokane (See attached Exhibit 10), who was a principal broker in the RPS Settlement Agreement and also in my opinion a principal in these frauds carried out by a criminal enterprise as defined in the Federal RICO Act (See my causes and action to bring a civil RICO prosecution Exhibit 4).

Siddoway is also a principal in my RICO case because of her actions to scuttle the City’s conspiracy case against the RPS Developer et al not once but twice.  See also Camas Magazine reporting, “Busted” (See attached Exhibit 11):

After spending three years and $2 million on Laurel Siddoway's "brilliant" legal defense, Spokane leaders ditched it and cut a deal with garage bondholders. They just didn't want to say why.

It is unknown at this point without filing further PDRs if Siddoway’s fees are in line with what the other counsel received in the RPS Bond I and II fiascos.  Rodgers recalls that Attorney O. Yale Lewis, the first RPS special bond counsel, received approximately $700K for his services.  Some believe Siddoway’s fees were excessive and actually were a pay off by the criminal enterprise for Siddoway to cover its complicity in these bond frauds.

I posed this question to Larry Shook and this is his redacted response:

The evidence clearly supports [Sheriff Bomonte’s] charge about what Siddoway did, in my opinion. When she and Powers dropped Yale Lewis's civil conspiracy charges they themselves entered into the conspiracy to defraud taxpayers and bond purchasers, in my opinion. (In executive session, Siddoway notoriously informed the council that the bondholders "were going to have to take a haircut" on the RPS fraud. When Ceriani heard that, he rejoindered, "Her scissors aren't big enough.") The bondholders found conspiracy, and the city bought the bondholders' complaint. That means the city agreed with those charges but through deceitful legal maneuvering not only did not pursue the charges but also participated in the scam by which Spokane's taxpayers were saddled with them. The IRS found such strong evidence of conspiracy as to conclude "the casino was rigged." So, as I see it, there's no reasonable disputing of [Sheriff Bamonte’s] conclusion. If the city disputes it all is has to do is release Yale Lewis and Gary Ceriani to speak directly to the public. They're the foremost legal experts on this fraud. The city, of course, has steadfastly refused to do any such thing. . .
Table 1 - RPS Bond Fraud Data (in millions of dollars)
	City of Spokane

Bond Obligations

	RPS Settlement

Monies Received
	RPS Settlement

Monies Paid
	RPS Settlement

Transfers of Real Property
	Item Description



	$ 32


	
	
	
	RPS Bonds I

P & I plus costs

	  43.5 


	
	
	
	RPS Bonds II

P & I plus costs

	  20 


	
	
	
	Costs associated with collecting park’g revenue used to svs debt on Bonds II

	 (29)


	
	
	
	RPS Bonds I – settlement to bondholders & fees

	
	  9.5
	
	
	Settlements received from law & bond firms

	
	  2
	
	
	Money City allowed to retain from escrow account

	
	
	(6)
	
	Money paid to RPS dev for park’g rev & ground rents released from escrow

	
	
	
	(26)
	Clear title of RPS Garage released to RPS dev

	  66.5


	11.25
	(6)
	(26)
	Column Totals

	 +/ (-)
	55.25


	61.25


	87.25


	$87.25 Million (Total)
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