
Camas ArchivesCamas Archives

River Park Square 2000-2008
Compilation of Reporting on Compilation of Reporting on 

River Park Square 2000-2008

www.CamasMagazine.comwww.CamasMagazine.com



—i—

Camas ArchivesCamas Archives

This is a compilation of all Camas Magazine reporting on River Park 
Square, Spokane’s public/private partnership with the Cowles family. 
The fi le contains 158 titles, published from June 2000 to January 
2008. Stories are listed in chronological order. This collection creates 
a single, searchable document. We’ve retained references to linked 
documents and articles. To access these, go to the archives on www.
CamasMagazine.com and search for the specifi c article title, where you 
will fi nd links to referenced documents. Readers may prefer to print out 
the table of contents only and use it to help narrow the search for a topic 
of interest.
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SECRET DEAL: 
THE STORY OF SPOKANE’S RPS GARAGE (June 2, 2000)
Part 1

The public and the city council fi nd the River Park Square garage project 
maddeningly hard to follow, what with the developer insisting on 
confi dentiality, and the developer’s newspaper doing the reporting.

Novak’s Warning - “NO WAY”

In mid-January 2000, the days of reckoning that were about to test a divided city 
began not with a bang, but with a one-page memo. It was written by Terry Novak, 
and it warned Mayor John Talbott that, in effect, a bomb had been discovered in the 
physical and political heart of Spokane. The site of the impending implosion: the 
renovated garage for the glittery new River Park Square development.

As president of the agency set up to manage the garage, the Public Parking 
Development Authority (PDA), Novak wanted the mayor to know that after only 
four months of operation the garage was headed toward bankruptcy.

Novak, a seasoned public administrator who served as Spokane’s city manager for 
13 years until 1991, is a large man with a gentle voice and an agile sense of humor 
he uses to help navigate through diffi cult situations.

This was a diffi cult situation. In a matter of days the bad news and fi nger-pointing 
over the garage would seep into public view.

One of River Park Square’s most stalwart proponents, Novak was now fi xated on 
a problem that could destroy the PDA and thereby undermine the entire fi nancial 
structure for the downtown redevelopment. In the memo he bluntly assessed the 
prospects for the PDA being able to pay its costs and handle its debt service in two 
words:

“NO WAY.”

In the weeks to come, the public learned about the crisis of the numbers. What it 
didn’t learn very much about is how and why Novak and other supporters of River 
Park Square had turned against the deal on the parking garage. They’d come to the 
conclusion that it was unfair and that the fair play needed to solve the problem had 
to come from the same family that publishes the city’s only daily newspaper. The 
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paper reported on the problem and gave space to well-known critics of the project 
to say their piece. But its reporting never approached the substantive issues that 
Novak and other insiders understood were at the heart of the matter.

An extraordinary public subsidy was carefully embedded in the transaction.

The deal about to unravel was not a simple one. It was, in fact, born to be 
complicated. While the sale of the River Park Square garage had something to do 
with parking, it had even more to do with money. An extraordinary public subsidy 
was carefully embedded in the transaction.

River Park Square’s developer, Spokane’s most infl uential family, publisher of 
the city’s only daily newspaper, won’t say how much money it realized from this 
transaction. Based on a statement made by one of the developer’s attorneys at a 
June 1, 2000 press conference, at this writing it seems unlikely the public will be 
able to learn those details without a serious showdown-say an audit by the Internal 
Revenue Service, the Securities Exchange Commission, or an accounting mandated 
by a formal inquiry backed by subpoena power.

Nevertheless, because of the public subsidy involved, and because Spokane now 
fi nds itself in a position where its municipal credit is pledged in a way the mayor 
and several city council members say they don’t understand, those elected leaders 
seem to be moving toward requiring a frank public accounting.

Based on available public documents, rough arithmetic is possible. It suggests that 
River Park Square’s developer was able to take between $6.4 million and $11.5 
million off the top of the $26 million sale of the garage. After that, if the garage does 
well, the developer will make even more money. If the facility continues to lose 
money, as it now is, Spokane has promised to loan funds from its parking meter 
collections to cover those losses. (See “How the City Gets Its Money Back.”) Thus, 
even if the garage struggles under the weight of the debt created by its $26 million 
sale, the developer will still be able to receive millions of dollars for rent payments 
on the land beneath the garage-land which the developer still owns.

On the better end of this remarkable public/private partnership is the Cowles 
family. (See “How Much Did the Cowleses Make?”) Cowles holdings include 
Spokane’s NBC affi liate (KHQ), a regional daily newspaper in The Spokesman-
Review, a paper company, and valuable parcels of real estate, including all of 
the land and most of the structures at the River Park Square mall in the heart of 
downtown Spokane.

City offi cials helped design and negotiate the garage transaction because they 
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wanted to lend an assist to what they and the city’s elected representatives thought 
would be a crucial downtown revitalization project. Most of them ardently 
believed, and continue to believe, that the revival of the Cowles’ River Park Square 
mall would make or break the future of Spokane’s downtown. A centerpiece of the 
mall’s revival was the need to secure a long term commitment from the upscale 
Nordstrom department store. To keep Nordstrom downtown, city decision makers 
were told by their own consultants, the mall’s developer was willing to make 
unusual concessions to the Seattle-based fi rm. Sweetening the garage deal for the 
developer was one way the city could compensate the Cowles for concessions the 
family was making to Nordstrom.

The main reason for the unraveling of the River Park Square garage deal is that it 
served its purpose too well. The transaction was so weighted with advantages and 
profi ts for the Cowles that it undermined the civic structure that was supposed to 
hold it all together.

When Terry Novak’s PDA took over responsibility for the garage last fall, the 
authority found that three of every four dollars the PDA needed just to break even 
were pledged either to fi nancing the infl ated purchase price of the garage or to 
paying “ground rent” to the Cowles. It was a recipe for bankruptcy.

As the crush of these commitments descended on the PDA, Novak tried to remind 
two of the authority’s board members, Orville Barnes and Roberta Greene, of 
what they’d done three years earlier. Along with former Mayor Jack Geraghty, 
Barnes and Greene had served on the city council’s fi nance committee which took 
responsibility for the city’s negotiations with the Cowles. They’d been involved in 
numerous briefi ngs with city staff and River Park Square representatives about the 
garage transaction and its purposes.

“As Roberta and Orville know,” Novak wrote in a December 14, 1999 memo to the 
PDA board, “the larger goal of getting this project going for the ‘total benefi t of the 
larger community’ required some compromises.”

The city used an appraisal method that valued parking spaces at three times 
what it actually cost to renovate them. -Terry Novak

Foremost among those compromises, Novak reminded them, was an agreement 
by the city to use an appraisal method on the garage that would value the parking 
spaces in the garage at three times what it was actually going to cost to construct 
and renovate them.

Professional appraisers expressed great discomfort with that decision; their 
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objections are reported here for the fi rst time. (This reporting was the basis 
of the June 1, 2000 KXLY-TV broadcast of the appraisers’ concerns.) The city 
actually ignored the advice of its real estate projects manager, Dennis Beringer, 
by specifying a controversial appraisal method which ensured that the appraised 
value of the garage would come in at a price considerably infl ated above what the 
building would sell for on the open market. This was a conscious decision, quietly 
made, and it served only one purpose: to create a cover for the transfer of excess 
cash to the Cowles real estate companies with the understanding that these profi ts 
would be reinvested in the River Park Square mall. The cost of infl ating the parking 
spaces would then be amortized with the rest of the mortgage on the garage, as 
translated into the debt service on the tax-exempt bonds sold to fi nance the garage 
purchase.

Through this arrangement, Novak recounted in his December 14th memo, “the 
parking program became the city’s contribution to the public/private partnership. 
That may well be fi ne in the larger picture. It left us [the PDA] with over infl ated 
expectations and limited fl exibility.”

Novak asked Barnes, Greene and the two other board members not to interpret his 
review of the problem “as criticism of previous decisions.” What he wanted was 
to enlist their support to try to accomplish the major changes he thought would be 
needed to avoid breaking the PDA.

“We need to openly re-negotiate this set of contracts, without causing the structure 
to crash. We also need to get out in front of the Wolves on this suggestion, lest we 
appear to be responding to others who have other motives. I hope I’m not being 
melodramatic when I say the ‘total benefi t of the larger community’ is at stake.”

In the coming months, the efforts of Novak and others to avoid that “crash” would 
create some remarkable alliances and encounter some of the most bitter confl icts 
in Spokane’s history. Novak was on the side of those who were fi rmly committed 
to helping the Cowles pump new life into downtown Spokane through River Park 
Square. But he also held the view that in order to solve the problem with the garage 
you had to have the will and sobriety to deal with it openly and honestly.

That would be diffi cult.

“They were afraid they couldn’t sell that concept on the street... so it was sort of 
hidden and muted.” -Terry Novak

The tangle of deceptions and “compromises” engraved in the River Park Square 
deal existed for a reason. As Novak saw it, the council of 1997 had lacked the 



Camas Archive  —21—

“political courage” to tell the community that it was purposely allowing the 
price of the garage to be infl ated as a way to provide fi nancial assistance to the 
downtown retail project. “They were afraid they couldn’t sell that concept on 
the street,” Novak observed in a recent interview, “so it was sort of hidden and 
muted.”

While there were lots of reasons to defuse the time bomb at the corner of Main and 
Lincoln, it wasn’t clear you could do that without accounting for how the explosive 
problem had gotten there in the fi rst place. To come clean about the transaction 
would involve publicly owning up to several mistakes. There would be political 
consequences to such an accounting, and because bondholders along with the 
public had not been told everything, possibly legal consequences as well.

In many ways, the saga of the River Park Square garage crisis is the defi ning story 
of modern day Spokane. The story’s most resolute and outwardly calm character is 
River Park Square developer Betsy Cowles. Her message is: a deal’s a deal.

But was it a legal deal? The city’s bond counsel, Roy Koegen, is no longer sure 
about the answer.

To be continued

Secret Deal Sidebars:
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SECRET DEAL — Part 2 (June 5, 2000)
Was the garage legally fi nanced?

Roy Koegen, Spokane’s bond counsel for 20 years, says he never liked the garage 
transaction Betsy Cowles bargained for.

Given Koegen’s past role as a defender of the garage project, I was surprised to 
learn about “policy” disagreements he says he expressed to the 1996/1997 city 
council over the terms of the sale of the garage and the lease contract.

The purchase price was one point of contention. Koegen says he and then-Deputy 
City Manager Pete Fortin argued together that the city should not support a deal 
involving the transfer of more than $18 million for the garage. Fortin confi rms this.

Former Mayor Jack Geraghty acknowledges the disagreement. “I felt that the 
valuation of the garage, if you looked at it in the long term was appropriate,” 
Geraghty says, “but we had a lot of discussion about that.”

Koegen also says he opposed the structure of the garage lease, and specifi cally the 
clauses that allow the Cowles to garner “profi ts” from garage operations (if there 
were any) even after receiving $26 million for the building.

There was, however, something important that Koegen now says he overlooked 
about the garage transaction. It had to do with how the proceeds from the sale 
of the bonds were to be used. Koegen says he missed the statement from San 
Francisco-based accounting fi rm Coopers & Lybrand about the amount of the bond 
proceeds--then estimated at $5.3 million--that would be left over after expenses on 
the garage and thus put into River Park Square “as an equity or cash contribution.” 
(See “How Much Did the Cowleses Make?”)

When I called Koegen to ask about the numbers presented by Coopers & Lybrand 
to the city council in 1997, Koegen questioned them. After I read from a transcript 
of the meeting, Koegen then asked if he could speak off the record. I told him I did 
not want to take off the record his comments about numbers related to the bond 
sale.

“This isn’t about the numbers,” Koegen replied.

What it was about is something that Koegen had fi rst addressed in a 27-page memo 
to top city offi cials in March 1996. The plan was to issue tax-exempt bonds to pay 
for the garage. But, Koegen pointed out to them, there were federal rules that 
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limited how tax-exempt fi nancing could be used.

“Even though the City may be able to fi nance the Parking Facility,” Koegen wrote, 
“there is no guarantee that it may do so on a ‘tax-exempt’ basis.”

Under federal law, a bond becomes a “private activity bond” when “more than 10% 
of the proceeds of the issue are to be used for any private business use.” (Because 
the RPS garage was fi nanced with a $31 million bond sale, that would suggest 
no more than $3.1 million should have been reinvested in the private River Park 
Square development.)

Yet, the Spokane Downtown Foundation bonds were issued with a formal 
declaration by its bond counsel, Preston, Gates, and Ellis (PG&E), that the bonds 
“are not private activity bonds.” If $5.3 million (or more) from the sale had been 
designated for use as an equity contribution to River Park Square, how could the 
bonds be tax-exempt?

Asked this question, PG&E’s Michael Ormsby said he was unaware of the $5.3 
million profi t fi gure pointed out by Coopers & Lybrand. Ormsby did, however, 
acknowledge that he understood some of the bond sale proceeds had gone to River 
Park Square. Was that legal? Ormsby explained that the transfer did not violate 
federal laws because the $26 million represented a “fair price” for the facility and 
“what the seller then does with the money after the sale, is sale proceeds, not bond 
proceeds.”

“That’s one argument,” Koegen said. “That’s what they’ve got to say. One could 
argue that. Another one could argue that-” he cut himself short. “Well, I’m just 
curious. I have my own view on why the price [for the garage] went up, and I think 
that’s all going to come out.”

When pressed to offer his view, Koegen declined.

“Look, the reason I don’t is because I’m trying to solve a problem [preventing a 
bond default]. And if we can’t solve the problem, then our solution is going to be 
much more aggressive. And awfully unpleasant.”

The 10% private business use rule is one guide for determining whether a project is 
eligible for tax-exempt fi nancing, but there are others. A pending complaint to the 
Internal Revenue Service and Securities Exchange Commission by Mark Schwartz, 
a former Prudential Securities lawyer who crusades against municipal fi nance 
abuses, argues that the garage is too closely tied physically and fi nancially to the 
commercial project at River Park Square to be fi nanced with tax-exempt bonds. At 
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Mayor John Talbott’s invitation, Schwartz presented to the Spokane City Council 
on the garage project in August 1998. He calls the project’s fi nancing a “heist” 
by the Cowles, and his unheeded warnings essentially predicted the very crisis 
Spokane now faces. The revelations in the recently released Nordstrom lease, with 
language defi ning the size of the garage and guaranteeing the retailer a strong say 
in the facility’s management, only support his argument. (See “Is the Garage Really 
a Public Facility?”)

“ . . . there is a suggestion that the garage . . . is a public project. Obviously, that 
is not a correct statement.” -Cowles attorney Duane Swinton

Another example of the blurred line between the city’s garage and the Cowles’ 
development is a February 6, 1997 letter from Duane M. Swinton, of the 
Witherspoon, Kelley, Davenport & Toole law fi rm which represents the Cowles’ 
business interests. In his letter, Swinton protested to Dave Mandyke, then of the 
city’s Department of Construction Services, about language in a city planning 
report about the River Park Square development.

“In a couple places within the document there is a suggestion that the garage 
portion of this project is a public project,” he wrote. “Obviously, that is not a correct 
statement. The garage is being built by a private party and will be sold to a non-
profi t private foundation.”

The garage wouldn’t become “an asset of the City,” Swinton asserted, until the 
bonds were paid off in 20 years.

I posed the question about the legality of the Spokane garage deal directly to 
the top relevant offi cials at the Internal Revenue Service (IRS) and the Securities 
Exchange Commission (SEC). At both agencies, offi cials said they were prohibited 
from offering informal opinions on specifi c cases or even confi rming the existence 
of specifi c investigations. They also explained, as did other experts, that municipal 
securities like the Spokane Downtown Foundation bonds, are exempt from the up-
front registration requirements that govern private securities. Municipal fi nance 
isn’t subject to the independent oversight the stock market is. Municipal bond 
buyers and issuers rely upon the legal opinion of bond counsel, whose opinion 
governs unless either IRS or SEC decide to conduct an investigation into the 
specifi c case and then fi nd differently.

If the IRS did become involved in a particular situation, said Mark Scott, the 
head of the new Tax Exempt Bonds group at IRS, it would evaluate facts and 
circumstances and make its own determination on the tax-exempt status of the 
bonds.
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“If the conclusion is different than that reached by bond counsel,” Scott continued, 
“and we decide the bonds are taxable, then what we do in most cases is that we 
will work with the issuer and try to reach a negotiated settlement.”

Paul Maco, the director of SEC’s Offi ce of Municipal Securities, referred me to the 
text of a speech he’d given in February at a conference on public fi nance.

“Misleading facts in disclosure as to the tax status of municipal bonds may be 
fraud under the securities laws,” Maco warned his audience. “In several cases 
where bonds have been declared taxable, the Internal Revenue Service has looked 
fi rst to the issuer to pay the penalty. I ask you to be sure your lawyer who gives the 
opinion that your bonds are tax exempt understands the tax law and is competent 
to advise you in such matters. If they are not, it may hurt you--and your investors.”

By March of this year Koegen was concerned about the vulnerability of the 
garage bonds to an IRS or SEC investigation. He thought the prospects of such 
an investigation were increasing because of the unfavorable publicity the deal 
was getting in the fi nancial press, with rating services like Standard & Poors 
downgrading the bonds and thus reducing their value to investors. It was one of 
the reasons he was working so hard with Novak and others to try to fi nd a way to 
get the foundation’s bonds back from bondholders so they could, as Novak later 
put it, be “run through the shredder.”

“Hopefully,” Koegen said, “we are going to be entering the securities market again 
soon to restructure the fi nancing. And this history has a large bearing on what we 
do, what we disclose, what tax judgments we make.

“If we determined, and we haven’t done this yet--but if we were to determine the 
bonds were taxable, you cannot issue tax exempt bonds to refund a taxable deal. I 
think there’s a probability of this. You don’t cure it by issuing new bonds. There’s 
all kinds of issues we have to address in terms of structure. This is a tough deal. 
This is very complicated.”

Koegen had another incentive to help avoid fi nancial disaster at the garage. Even 
though he and his fi rm had not been the offi cial bond counsel on the sale of the 
bonds, he had been very close to the deal all along, trying to advance the city’s 
interests in the transaction. When, in late 1996, the council determined it did not 
want to issue city bonds to buy the garage directly, city records show that Koegen 
worked with Prudential Securities (the bond’s underwriter) to try to get an 
investment grade rating for the bonds.
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These efforts, while successful, also led to an embarrassing November 12, 1998 
article in the Wall Street Journal raising the question about whether bond buyers 
had been misled.The issue concerned an assurance in the Spokane Downtown 
Foundation’s offi cial bond statement that, aside from Standard & Poor’s (which 
gave the bonds the low investment grade rating of BBB-) “no application was made 
to any other ratings agency for the purpose of obtaining an additional rating on the 
bonds.”

This was misleading because the City of Spokane had paid $11,000 to another 
ratings service, Moody’s Investors Services, and Moody’s had offered the opinion 
that unless the city guaranteed the bonds, the bonds would not receive an 
investment grade rating from Moody’s.

Among those the Journal sought an explanation from was Koegen who, at the 
time, was serving as chairman of both the American Bar Association’s Public 
Finance Committee and the Professional Responsibility Committee of the National 
Association of Bond Lawyers.

Koegen suggested that because Moody’s had not actually rated the bonds, that 
the Spokane Downtown Foundation’s statement was “factually accurate.” Betsy 
Cowles and a spokesperson for Prudential Securities offered similar defenses. 
But, Koegen conceded to the Journal, it was “a fi ne line and that reasonable minds 
might disagree.”

If the worst happens, “my guess is the participants in the fi nancing will all be 
defendants in a lawsuit.” -Spokane bond counsel Roy Koegen

The issue of adequate disclosure for bond buyers would matter a lot more if the 
bonds went into default. In that event, the whole web of relationships behind the 
garage deal would likely come under scrutiny by lawyers representing disgruntled 
investors.

For example, Fortin, Koegen, and other local insiders clearly understood that 
the Cowles had formed the Spokane Downtown Foundation for the express 
purpose of creating a substitute buyer for a reluctant city in the garage deal. But 
that information wasn’t shared with bond buyers, who might argue in court 
they’d been denied information that would have better enabled them to evaluate 
the relationship between the developer who sold the garage and the non-profi t 
corporation that bought it. (See “The Murky Role of SDF.”)

“Let’s assume the worst happens,” Koegen said. “We don’t get it refi nanced. 
Revenues don’t change. We dip into the debt reserve account until it’s gone. The 
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bonds go into default. And the city says we don’t have to pay the parking [meter] 
revenues, so we can’t operate. If that occurs my guess is the participants in the 
fi nancing will all be defendants in a lawsuit.”

Koegen says “nobody expected it could be this bad” when the city agreed to 
support the garage transaction by making a pledge to loan its parking meter 
revenue funds to the PDA. The fact that it did go bad clearly weighs on him.

“I’m a pretty conservative lawyer and I don’t do transactions that are risky,” 
Koegen insisted. “I don’t get governments into trouble.”

Continued...
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SECRET DEAL — Part 3 (June 6, 2000)
A “Practically Unheard-of” Appraisal— Was It “Legit”?

The KXLY TV/Camas Magazine special report that aired Wednesday evening, May 
31, “disturbed” Betsy Cowles. She called a press conference for the next day.

With River Park Square project manager Bob Robideaux sitting on her right, her 
attorneys Duane Swinton and Les Weatherhead on her left, and Jennifer West, her 
public relations advisor from Rockey West, looking on, Cowles weighed in. She 
said she wanted to explain “how big the misrepresentation was” in the previous 
evening’s broadcast.

KXLY’s viewers heard a portion of my tape-recorded interview with Cowles 
in which she said that her family, if it chose, could have used a portion of the 
proceeds from the River Park Square garage bond sale for the construction of the 
new Cowles-owned KHQ broadcast center downtown. Cowles said that comment 
was taken out of context and that all of the bond proceeds had gone into River Park 
Square. (Her quote about KHQ can be found, in context, in “How Much Did the 
Cowleses Make?”)

Cowles also rejected the Camas/KXLY conclusion, based on public documents, 
that the Cowles had profi ted from the sale of the garage. At issue: was the $26 
million purchase price of the garage fair, and exactly how much money from that 
transaction, after expenses for the garage, went to the Cowles?

Cowles and her attorneys refused to answer the second question. As to the fi rst, 
Betsy Cowles wanted to “start from the basics of where the purchase price [of the 
garage] came from.”

Where it came from, said she and her associates, was the city’s own appraisals.

“Was the $26 million purchase price legit?” she asked the gathered reporters. “At 
the end of the day, that’s the question. The answer is yes, and yes, because it was 
based on appraisals that the city had done under their instructions... “

That evening, Thursday, June 1, viewers of KXLY saw the City of Spokane’s real 
estate projects manager and two past presidents of the Inland Northwest Chapter 
of the Appraisal Institute cast doubt on whether the garage appraisal was, as 
Cowles put it, “legit.” It’s a serious issue. It bears heavily on whether bondholders 
and the citizens of Spokane were told the truth about the fi nancial inner workings 
of the River Park Square redevelopment.
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The unconventional appraisal method that the City of Spokane used on the garage 
involved a policy decision that quietly added millions of dollars to the eventual 
purchase price of the facility above what it would have sold for on the open 
market.

I was approaching this delicate subject in an interview with Dennis Beringer, the 
city’s real estate projects manager, when he suddenly decided to cut to the chase.

“Go ahead, Tim, ask the question. I know the answer. The answer is yes.”

The question was whether Beringer had communicated his dissent about being 
ordered in April 1996 to direct city contractors to conduct the highly unusual 
appraisal.

“It was not my decision to make. I was instructed. I was directed. ‘You will do 
this process.’ “ -Dennis Beringer

“In fact, I made my voice known very clearly to Mr. Zimmer, Mr. Robideaux, 
Mr. Pupo and Mr. Fortin that I preferred to have the income approach to value 
concerning the garage. It was not my decision to make. I was instructed. I was 
directed. ‘You will do this process.’”

Derek Zimmer was the appraiser working for Bob Robideaux on the garage 
project. Beringer says the instructions for the type of appraisal he was ordered to 
commission, known as an investment value appraisal, had come from Zimmer 
and Robideaux through Pupo and Fortin. Pupo and Fortin were assistants to City 
Manager Roger Crum at the time.

Zimmer and Robideaux deny Beringer’s allegation.

The question came up at the June 1 press conference as reporters challenged 
Cowles attorney Les Weatherhead about his “understanding” that the city 
stipulated the terms of the appraisal.

“So if I were to tell you that the city says that it was Mr. Robideaux’s idea, Mr. 
Zimmer’s idea, you would disagree with that?” asked KXLY-TV’s Tom Grant.

“Strongly,” replied Robideaux.

Fortin supports Beringer. “He [Robideaux] lobbied very strongly,” the former city 
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manager said when contacted on June 4th. “The city did not come up with that 
[investment value approach] on its own volition.”

The “income approach to value” that Beringer referred to is one of the three 
standard methods of assessing a property’s market value. The method top offi cials 
told city appraisers to use for the garage is what is called “investment valuation.” 
In Beringer’s 17 years with the city it was the fi rst and only time he had ever 
applied, or was told to apply, investment valuation to a property.

Another critic of the appraisal method was John McFaddin, past president of the 
Inland Northwest Chapter of the Appraisal Institute. A Spokane appraiser for 33 
years, McFaddin divides his work between commercial and government clients. He 
was invited along with several other Spokane area appraisers to attend an April 9, 
1996 meeting at City Hall where Fortin and Dave Mandyke described the garage 
assignment.

McFaddin was stunned and upset by what he heard. “I saw no reason for it. I saw 
no purpose,” he recalled. “Market value is the norm in the industry. Almost all 
appraisals are for market value. To say it’s extremely rare to appraise investment 
value would be an understatement. It’s rarer than that. It’s practically unheard-of.”

Michael Sprute, another past president of the region’s Appraisal Institute chapter, 
was also present at the meeting and shared McFaddin’s reaction. “It was clear after 
just a few minutes,” Sprute said, “that they didn’t want a market value appraisal.”

In Sprute’s 25 years’ experience as an appraiser, he had never before witnessed a 
municipal or other government entity request something other than a market value 
appraisal of a property.

The city had two other unusual stipulations: the income stream of the garage, and 
what is known as the discount rate.

The revenue stream that the city wanted to use would not be based on the 
historic operations of the old River Park Square garage. Instead, it would be 
based on revenue projections developed by Walker Parking Consultants. Indeed, 
according to appraiser Daniel Barrett’s notes of the April 9th meeting, two Walker 
representatives attended.

“That was clearly a requirement,” McFaddin recalled. “The income was not 
dictated by Walker, it was provided by Walker and the use of it was dictated by the 
city.”
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This aspect of the city’s appraisal instructions was so irregular, thought McFaddin, 
as to make a charade of the process of valuing the garage.

“I didn’t see why they needed an appraiser,” he said. “If they are dictating income 
and a capitalization rate, you could do that with simply a calculator.”

The appraisal’s other key factor, the “discount rate,” is a term that represents the 
cost to the buyer of the capital necessary to purchase the revenue stream-that is, 
the income of the business enterprise being fi nanced. In the investment valuation 
formula, the higher the interest rate on the funds needed to purchase the revenue 
stream (in this case, the money Walker forecast would be collected from RPS garage 
parkers) the lower the investment value. Conversely, a lower interest rate on these 
funds would result in a higher investment value.

Because the city could borrow money to build the garage at a lower interest rate 
than could the Cowles as private developers, the fi nancing cost was going to be 
lower. Thus, the investment value of the garage to the city was going to be greater 
than if a private party were going to buy the garage with market-rate fi nancing. 
The infl ated value created by this ingenious valuation technique would then be 
collected up front in the form of a higher purchase price by the seller, the Cowles.

It would be captured on the back end of the deal as well. As Coopers & Lybrand 
noted in its January 27, 1997 report to the city (and in subsequent correspondence), 
the $26 million negotiated purchase price is $2.17 million less than the average of 
the two investment value appraisals done for the city. This, Coopers & Lybrand 
noted, created what the Cowles representatives termed “unrealized equity.” 
This claim became the basis for the Cowles’ successful arguments that even after 
collecting $26 million for the garage up front, that they should receive profi t 
“participation”-a big piece of the action-in any profi ts generated by garage 
operations. According to the lease terms, the Cowles must collect these additional 
profi ts before funds can be made available from garage revenues to pay back any 
outstanding garage loans from the city. (It’s worth noting that whatever investment 
value the garage still has for the city was diminished by the May 24 ruling of 
Spokane Superior Court judge Michael Donohue. Judge Donohue ordered Spokane 
to loan nearly a half million dollars of its parking meter money to cover losses at 
the garage.)

Fortin says the policy decision to approve of the investment valuation would have 
involved “the fi nance committee, at least” of the city council. Records show there 
was an executive session real estate discussion on the committee’s agenda April 
8, 1996 (the day before the meeting with Spokane appraisers to discuss the garage 
appraisal) and that Mayor Geraghty, councilmembers Orville Barnes, Roberta 
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Greene, and Chris Anderson attended, along with City Manager Roger Crum, his 
assistants Pupo and Fortin, engineering director Irv Reed, and Dennis Beringer.

The city’s mysterious instructions posed an ethical challenge for appraisers.

Why would the city’s senior executives-over the objections of its own real estate 
projects manager-order a kind of appraisal that was not only “practically unheard-
of,” but which put millions of public dollars at risk and seemed to benefi t only the 
Cowles? That remains an unanswered question. What the appraisers mince no 
words about is that the city’s mysterious instructions posed an ethical challenge for 
them.

“We cannot go out and give a client numbers that are going to be used improperly,” 
said John Evans, who drew the assignment for the fi rm of Auble & Associates. “We 
cannot participate in a fraudulent act.”

Evans, as well as Daniel Barrett, the other appraiser hired by the city, received 
high marks from Sprute and McFaddin for how they disclosed, to readers of their 
reports, the unusual demands of the assignment. Evans mentioned in his summary 
that if the market value of the garage had been calculated for the appraisal, “the 
resulting value would be signifi cantly lower” than the investment value provided 
in the report.

Evans also noted in his report that the cash fl ows and discount rate inputs “have 
been provided by someone other than the appraiser.”

When I interviewed appraiser Barrett, he referred to the discomfort of some 
appraisers at the city’s appraisal orientation meeting in April 1996. “That had a lot 
to do with the perception that this was directing the value towards the Cowles, as 
opposed to what it [the garage] could sell for on the open market. I don’t think it 
was even said that way, but as you progress, that’s what we could conclude.”

Barrett said he sympathized with the city, because it was “between a rock and a 
hard place”-needing to support the River Park Square project or face losing the 
economic vitality of downtown.

But, he said, “we [the appraisers] walk into those meetings with the city expecting 
a market appraisal assignment. And then we are told to look at it differently. And 
that’s where the uneasiness sets in.”

Asked if he was uneasy about the meeting, Barrett replied: “I was uneasy but not as 
much as others. I’m a proponent of a strong downtown and appreciate how close 
we were to losing everything.”
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Derek Zimmer, the appraiser who analyzed the garage for Robideaux and River 
Park Square, now lives in Port Orchard, Wash., and says he has been out of 
touch with events in Spokane. He was unaware when I interviewed him that a 
controversy over the River Park Square garage was consuming the city.

Zimmer says he provided his clients with a lengthy report on the garage, 
something Bob Robideaux confi rms.

“There is nothing hocus pocus about my report,” Zimmer said. “I would release it 
to you in a millisecond if he [Robideaux] would give it to you.”

My request to Robideaux for Zimmer’s report has so far gone unanswered.

Zimmer says his report was not an appraisal but a market analysis that relied upon 
investment valuation. He also insists that his work did not rely upon the Walker 
projections but, instead, was driven by his own research on projected cash fl ows 
which, he insisted, were more “pessimistic” about the projected revenue stream at 
the garage than the numbers Walker provided to the city’s appraisers.

Zimmer also said his projections assumed that when the garage re-opened, a 
generous parking validation program, comparable to the one offered by the old 
garage, would be in place.

“The validation is critical,” Zimmer said. “If you start removing factors like that, 
then the value of what I did is almost meaningless.”

When I told him that the liberal parking validation he’d assumed would be in place 
had been replaced by one that refunds parkers with a dollar at most, Zimmer did a 
lip buzz into the phone.

“I can tell you it [his assumption on parking validation] wasn’t a dollar per car 
park. My numbers were based on what I was told about how the garage was going 
to operate.”

Zimmer defended the use of investment value analysis and said, “I believed in my 
analysis then, and still believe in it.”

When asked if, in retrospect, investment value was the most appropriate analysis 
for the River Park Square garage project, Zimmer paused several seconds before 
answering.
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“I have no idea how it was used,” he replied.

John Evans, for his part, is discouraged by how his appraisal was used by the city.

“As it was laid out,” Evans said, “it [the appraisal] morphed into something 
different than what it started out to be. When they took my appraisal to the council 
to support their case [for the purchase terms] I was surprised at that.

“I don’t know if the council read the thing,” Evans refl ected. “It’s clear those terms 
and defi nitions are in there for a reason. They should be fl ags. I didn’t want it to be 
misrepresented by what this number [the investment value estimate] is perceived 
to be.”

Evans’ frustration with how his report was, and continues to be, misrepresented 
publicly is shared by many of his peers.

“The appraisal was a problem,” McFaddin said, reiterating his objection to the city 
not using a market value appraisal to begin with. “But the misuse of the appraisal 
was a greater problem.”

Continued . . .
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SECRET DEAL — Part 4 (June 7, 2000)
How All Downtown Parking Got So Expensive

While Terry Novak, Roy Koegen and their counterparts at City Hall were 
increasingly alarmed by widening garage defi cits, Betsy Cowles remained calm.

“Let’s get more people to park in the garage so we get that revenue up,” she told 
me in April. “Maybe this is the way I approach business. You don’t fi x a problem 
by cutting expenses and cutting stuff back, you fi x it by generating more revenue.”

In the meantime, she said, it was important to look more broadly at the whole 
picture of River Park Square.

She reiterated these same points a month later. Appearing at a press conference 
with her lawyer Duane Swinton and River Park Square project leader Bob 
Robideaux, she stepped lithely across the garage’s red numbers and reminded the 
assembled reporters, “I’m a big picture kind of person.”

In circumstances like these Cherie Rodgers can be a big picture person’s worst 
nightmare. The single mother of three, who is now Spokane’s mayor pro tem, was 
appointed to the city council three and a half years ago to complete the term of 
former council member Chris Anderson. If she has a trademark as a community 
activist and council member, it is that she likes to scrutinize the fi ne print.

Rodgers has not been as visible on the River Park Square issue as Mayor Talbott, 
Steve Corker and Steve Eugster, the other members of the majority voting block. 
She is the least political of the four and the only one who did not come into offi ce 
as a critic of the garage project.

She was on the job less than a month when Dave Mandyke, by then assistant city 
manager, informed her that Robideaux and Cowles wanted to meet with her. 
“Betsy asked me how I felt about public-private partnerships,” she recalled, “and I 
said ‘I think they’re fi ne so long as the public sector doesn’t take a greater risk than 
the private sector’.”

A week later Mandyke told her Robideaux wanted to show her sketches of what 
the new mall would look like when it was completed. Although she understood 
the purpose of the meeting was “to educate me,” Rodgers said she did mention 
to Robideaux a worry she had about the River Park Square project-namely, that 
parking there would cost more than at the old garage.
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“I said I was concerned about people going to the garage and paying to shop at a 
mall,” she recalled. “Having lived with my kids on my own and having a small 
budget and shopping at Penney’s and Lamonts, that was something major for 
me. But it wasn’t for him. He said it was all going to be very upscale and not a 
problem.”

The longer Rodgers served and learned about the River Park Square project, 
the more she came to resent the many small ways in which she believes the city 
negotiated the public interest away to the Cowles’ advantage. To her it appeared 
that at virtually every node and elbow of the public/private partnership the 
Cowles garnered advantages and protected their interests at the city’s expense.

Her fi rst meeting (as an observer, not yet sworn in) was the marathon session of 
January 27, 1997, where the off-street parking ordinance committed the city to the 
project. She didn’t know much about RPS at the time, but it surprised her how the 
Coopers & Lybrand red fl ags were ignored by project supporters and the council. 
One of those red fl ags, she noted, had to do with the seemingly mundane issue of 
downtown parking validation.

The council relied heavily on the analysis of the Indianapolis-based fi rm of 
Walker Parking Consultants to determine whether the post-sale garage operation 
would pencil out. Walker’s thesis, that the garage could succeed in the context 
of a revamped downtown, was based on three key assumptions:1) People would 
be willing to pay $1.50/hour Monday through Saturday, and $1.00/hour on 
Sundays.2) Shoppers would increase their average length of stay at the garage from 
less than two hours to three hours.3) Once the new mall was completed, the garage 
would “capture” roughly 85% of the parking demand created by the revitalized 
development.

Even at the time, a lot of people involved on the city’s side of the negotiations were 
highly skeptical of the bullish optimism refl ected in the Walker report. Coopers 
& Lybrand’s Mike Wenzell presented an unfl inching critique. He pointed out to 
the council that Walker, by its own admission, had not accounted for either the 
real effect of paying for parking validation, or a consumer backlash if parking 
validation were watered down or discontinued outright.

“We understand that funds necessary to pay for any parking validation program 
are to be budgeted elsewhere,” Walker reported to the city in September 1996, “so 
are not included in this analysis.”

That sentence meant that Walker’s numbers rested on a foundation of quicksand. 
The subsidy necessary to avoid price shock-and therefore not alienate parking 
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customers-was going to have to come from somewhere. But because Walker 
didn’t know from where, or for how much, they ran the numbers on the vague 
assumption that it would somehow be handled. Why Walker didn’t err in the 
other direction, assuming the absence of an effective parking validation program, 
remains an open question.

But they clearly understood the validation question was crucial. As Walker analyst 
Barbara Larson wrote to the city’s then-project coordinator, Dave Mandyke, in 
May 1996: “if free parking is given to everyone who attends a two-hour movie, the 
revenues to the garage will be severely impacted....”

Even so, the unadjusted, artifi cially optimistic numbers were still used to make 
fateful decisions. One of the most momentous was the city’s agreement with the 
developer to commission “investment value” appraisals of the garage. The result, 
according to one of the appraisal reports, is that the appraised value of the garage 
was artifi cially infl ated by several millions of dollars. (See “A ‘Practically Unheard-
of’ Appraisal.”)

“We have every intention to be part of that solution [to the parking validation 
program]. -Betsy Cowles

Coopers & Lybrand added their own analysis to the Walker projections. In his 
presentation to the council, Mike Wenzell explained that past data showed that half 
the parking customers at the old River Park Square used the validation program. 
But continuing to offer two-hours’ free parking and the other discounts of the so-
called Easy Pass program at the costly new River Park Square garage would be 
hugely expensive, costing more than $2 million a year.

“The question is,” Wenzell asked the January 1997 council, “where does the balance 
come from?”

Karen Valvano, president of Downtown Spokane Partnership, came to the podium 
after Wenzell. She pointed out that after Easy Pass would end in 1999, there were 
no plans for another validation program.

“Our number one issue affecting retail trade in downtown was coming up in 
surveys to be parking,” she said. To address that, some years back downtown 
business groups set out to “aggressively stop” a balkanized and confusing 
validation system and replace it with the popular Easy Pass. However, she said, 
Easy Pass was “never presented as a long term rate or a long term solution,” and 
while it would continue through 1999, “the issue becomes the year 2000.”
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When Betsy Cowles came to the podium, Cherie Rodgers was surprised by how 
the developer dismissed Wenzell’s blunt warning about the unrealistic optimism of 
the Walker projections. Cowles also distorted what Valvano had said.

“We were very happy to see the kind of detail Coopers and Lybrand went into,” 
Cowles said. “Not only did it make me feel more comfortable because it reinforced 
a lot of the things that we’ve been saying over the course of these many months, 
but because I think it’s a good report for you all and hopefully will give you a level 
of comfort in what the project is about.”

At the meeting Valvano and Wenzell accurately forecast the very storm cloud that 
now darkens downtown. But Betsy Cowles saw it differently.

“I also look forward to a kind of parking validation problem [sic] that they 
addressed,” Cowles told the council. “It’s an issue that we knew was there, but if 
that parking validation problem exists, certainly as Karen [Valvano] says, there’s 
a lot of ways to solve that problem, and we have every intention to be part of that 
solution. But it also means that our downtown will be humming. There will be 
plenty of people downtown, and that’s exactly what we’re trying to create.”

Downtown would be humming come the year 2000-with loud complaints from 
shoppers and store owners who resented the parking rates and stingy validation 
system.

Actually, those complaints began long before the River Park Square garage re-
opened with its sticker shock rates in August 1999. The complaints date back to 
the “emergency” off-street parking ordinance that passed unanimously that fateful 
night of January 1997. Buried in the 11-page document is the requirement not just 
that the city pledge its parking meter revenue fund in the event of garage shortfalls, 
but that it annually adjust its parking meter collections upward to keep pace with 
the increasing obligations at the garage for ground rent and operations expenses.

When the inevitable follow-up increase in city parking meter rates surfaced in late 
1998, many downtown business owners were furious and said so in impassioned 
city council testimony. Yet as Dan Cenis, the Parking Public Development 
Authority’s plain-spoken accountant observed, the ordinance served the double 
purpose of providing a necessary contingency fund for shortfalls at the garage, and 
“to make the garage competitive” by jacking up the price of on-street parking.

Here, then, was one of the major ironies of the garage deal. River Park Square 
was redeveloped to save downtown. But fi nancing the garage made parking all 
over downtown so expensive as to put downtown retailers at an even greater 
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disadvantage to their competitors in outlying malls with free parking lots and 
garages.

Ironically, the business hit hardest by this scheme was one of those highest on the 
marquee of the Cowles’ tenants-American Multi-Cinema, Inc. (AMC). The theater 
chain agreed to operate a 20-screen cineplex in the lofted spaces above the mall’s 
main entrance.

Had AMC been paying closer attention in 1997 the company would not have been 
blind-sided in 1999 with the news that generous validated parking was going the 
way of the passenger pigeon and that downtown moviegoers using the garage 
would pay upwards of $3 to park during a two-hour movie. But what really left the 
company broiling mad at Spokane leaders was the timing. It was the 11th hour and 
no solution was in sight.

The Downtown Spokane Partnership commissioned a study by Robinson Research 
of public attitudes. The survey confi rmed what many merchants had been saying 
for years: that even with a good validation program, the cost and inconvenience of 
parking downtown was the primary reason that most people who lived in the city 
were not coming downtown to shop.

In a July 13, 1999 letter animated with bold type and exclamation marks, Dick 
Walsh of AMC’s West Coast Operations offi ce in Los Angeles assailed Mike 
Edwards (head of the downtown Business Improvement District), Robideaux and 
the city for moving in the wrong direction on the issue of customer parking. Sour 
public attitudes about downtown Spokane parking, Walsh complained in boldface 
type, existed even with “rates of two hours free with validation,” which he pointed 
out was “a much better deal than what is contemplated” at the new garage.

Walsh noted with alarm that 66% of those surveyed were either somewhat 
unwilling or completely unwilling to pay $1.50 per hour to come downtown for 
dinner and/or a movie. Moreover, he noted, the planned $1.00 validation on 
purchases over $20 (the central feature of the new validation program) would make 
little difference, with nearly 60% saying they would still be deterred from coming 
downtown.

Between January 1997 and the mall’s opening, a predictable $2 million 
hemorrhage in garage revenues was ignored.

In his letter, Walsh said the Cowles were warned that AMC would delay opening 
their downtown Spokane cineplex unless the company and its customers could 
be guaranteed a much better deal. Walsh’s letter eventually resulted in an as-yet 
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undisclosed settlement with River Park Square. AMC refuses to answer questions 
about whether it is happy with the current arrangement, but PDA president Terry 
Novak and others close to the problem say more work needs to be done to address 
the movie chain’s parking issues in downtown Spokane.

In the meantime, the high profi le political standoff over the River Park Square 
garage has overshadowed a simple reality: between January 1997 and the mall’s 
opening two and a half years later, a predictable $2 million hemorrhage in garage 
revenues was ignored.

Such missteps, empty assurances, and misrepresentations began to rankle Cherie 
Rodgers. She lost patience, too, she says, with the parade of Spokanites who, she 
believes, are part of organized efforts to pressure her and other council members 
into going along with the project and not asking questions.

“These were people,” Rodgers said in a recent interview, “who’d never read any 
of the contracts, who’d never read any of the studies, and who blindly went down 
there [to council meetings] and testifi ed in favor of it. They did not know about the 
risks and really didn’t care. It made me sad in a way to see how naive they were 
about this deal and the risk to the public.”

On the other hand, Bob Glatzer, a knowledgeable observer who tried to warn the 
1997 council of its dangerous assumptions, was ignored. From 1980 to 1990 Glatzer 
reported to Betsy Cowles’ uncle, James Cowles, who preceded her as president of 
the Cowles real estate companies. Glatzer was a principal in the Delaney & Glatzer 
agency that managed and promoted the old River Park Square. Glatzer, through his 
work, became very familiar with the relationship between shopping at the mall and 
parking in the garage.

When Glatzer saw the future parking rates, coupled with the rosy revenue 
projections, he was stunned. He took his warnings about the Walker report directly 
to the council not once, but twice. On neither occasion, Glatzer said, did a council 
member or member of the city staff ask a question or follow up with him for more 
information.

“What I said to the council is that these were fi gures that had just been conjured up 
out of thin air,” Glatzer said. “Frankly, I’m just enraged the city did this in the face 
of all the facts that pointed in the other direction, when this deal was doomed from 
the start.”

Continued . . .
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SECRET DEAL — Part 5 (June 8, 2000)
The Secret of the Garage: Spokane Politics and the Press

On the fi rst day of May Terry Novak was in his offi ce working the problem. 
Outside, it was early afternoon under crystalline skies, and framed by his window 
at Riverpoint, snowdrifts still clung to Mica Peak.

Novak looked weary. The top button on his long-sleeved white shirt was open and 
the knot of his checkered tie was pulled down to his sternum. Earlier in the day he 
had been on the phone with Betsy Cowles, sounding her out on the latest proposal 
that he, Roy Koegen, and Steve Eugster had put together a few nights earlier over 
of a bottle of merlot at Novak’s house.

The new alliance with Eugster was one of the most surprising developments 
to unfold since the garage crisis hit. Just three weeks into his city council term, 
Eugster had been appointed by Mayor Talbott to the board of Novak’s Parking 
Public Development Authority (PDA). Given Eugster’s passionate criticism of the 
garage deal that framed the PDA’s very existence, it was akin to dispatching Ralph 
Nader to head up the nuclear power lobby.

But Novak has a capacity to take almost anything in stride and, there he was, 
working to fi nd common ground with Eugster, a new partner who many in the 
Spokane establishment would like to assist only by helping him to relocate to one 
of the Dakotas.

But to do anything Novak needed cooperation from both Betsy Cowles and a new 
city council that was boiling with confl ict. The election of Steve Eugster and Steve 
Corker had created a majority (with Cherie Rodgers and Mayor John Talbott), 
which seemed to be running a political gauntlet in its effort to redirect the city’s 
priorities and change the face of City Hall.

Because some of the most important business being brought before the city was 
coming from Novak as head of the PDA, he had considerable access to the council, 
including its executive sessions. He attended the session on April 24 to help present 
a garage refi nancing proposal. The experience left him shaken.

“I saw a dysfunctional set of interpersonal relationships that really troubled me,” 
Novak said. “It’s worse than I had ever seen in 25 years dealing with all sorts of 
really strange political situations.” He said the council was “adrift,” and that “these 
folks have great diffi culty communicating with one another without cactus.”
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Novak sympathized with the 1997 council, which deeply believed it was 
doing right by Spokane in signing contracts with the Cowles to partner in the 
redevelopment of River Park Square. Even while mired in the bitter political battles 
surrounding the garage, Novak still believes that when people look back “fi fteen 
years from now” and see a vital downtown Spokane, they will view the parking 
garage and its contribution to the River Park Square redevelopment as “one of the 
things that made the difference.”

Novak began to part company with River Park Square boosters, however, as 
he was confronted by the PDA’s tide of red ink. No one was quicker than he in 
concluding that the garage deal needed to be taken apart and publicly fi xed in 
order to ward off a crisis.

He tried to convince Cowles that a major restructuring of the deal was necessary to 
save it.

“Betsy doesn’t see it that way,” he told me in January. “She just sees it as a 
marketing and revenue problem.”

“Her response to our refi nancing efforts is that it’s okay,” he said, “so long as you 
don’t screw with our [the Cowles’] guarantees.” (By “guarantees,” Novak was 
referring to the various ground rent portions of the lease agreement with the PDA. 
See “How the City Gets Its Money Back.”)

At about the same time, Roberta Greene became visibly agitated when she heard 
directly from Novak and bond counsel Roy Koegen that the political poison of the 
loaned parking meter revenues was about to be swallowed.

“The bottom line,” she said, looking sternly across the table at Novak and Koegen 
during the January PDA meeting, “is that if we don’t do something by February, 
we’ll be into parking meter revenues. And we promised the people we wouldn’t do 
that.”

Part of Novak’s efforts to alert and educate the PDA board are documented in a 
series of memos late last year. In one he reminded board members Orville Barnes 
and Greene of the “compromises” authorized by the Spokane City Council in order 
to complete the deal. Foremost among those compromises was the city’s decision 
to instruct an appraisal method for the garage that infl ated its worth to the Cowles 
to well above market value and several millions of dollars above the Cowles’ 
expected costs of expanding the garage to 1,320 spaces. The parking package, 
Novak concluded in his memo, was quietly designed to be the city’s “contribution” 
to the public/private partnership with the Cowles. (See “A Practically Unheard-of 
Appraisal.)
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After listening to this memo (of Dec. 14, 1999) read back to him during my May 1 
interview, and asked if he would like to add anything to it, Novak laughed.

“No,” he replied, “I thought it was well done! I sat down at my computer and tried 
to describe reality.”

Another person to whom I read that memo is former council and fi nance 
committee member Orville Barnes. In part because of his lengthy experience in 
commercial real estate, Barnes is credited by many with having guided the 1997 
council’s deliberations on River Park Square.

Did he agree with Novak’s analysis?

“Oh yeah,” Barnes replied. But he objected to the word contribution. “When we get 
all through, there will be no contribution to the Cowles,” he said. “There will be a 
payment for value when we get through, twenty years from now.”

It’s the intervening 20 years that haunt Novak.

In February the PDA commissioned the San Francisco consulting fi rm of Keyser 
Marston Associates to develop a new business and refi nancing plan for the garage. 
Novak and city bond counsel Roy Koegen hoped it would help River Park Square 
boosters wake up and smell the coffee.

As Novak put it: “For the past several months Rockey West has been doing their 
p.r. act proclaiming that once we get past the early stages, this will all even out and 
everything will be cool, and the mall is doing great, and don’t panic.”

(Rockey West is the regional public relations fi rm hired by the Cowles to promote 
River Park Square.)

Eugster, using the “less optimistic” Keyser Marston scenario, fi nds the PDA’s 
total debt could approach $100 million.

When Keyser Marston returned its report in late April, its analysis showed that 
the garage-with help from bond sale reserve accounts-would probably avoid 
defaulting on its bonds. That was the good news. The bad news: even under 
the most optimistic scenario, the city would have to make loans to cover garage 
operations and ground rent shortfalls at least until the year 2018. Moreover, there 
was no hope that the PDA would be able to begin paying back the city’s loans until 
after the bonds were retired at the end of 2019.



Camas Archive  —45—

It was a point that Steve Eugster tried to drive home at a special council meeting on 
April 26th.

“Eugster’s numbers show, if you study them,” said Novak, “that over 19 years we 
would pay down the $30 million [on the bonds] but, meanwhile, the loan to the city 
with its accumulated interest would rise and, in the year 2020, the PDA would owe 
$40 million to the city instead of $30 million to the foundation.” (Actually, the debt 
service on the $31.5 million in Spokane Downtown Foundation bonds is nearly $55 
million. Under the “less optimistic” Keyser Marston scenario used by Eugster, the 
PDA’s total debt to its lenders would approach $100 million.)

All of this for a garage that, according to city building department records, cost 
the Cowles about $14.5 million to construct. (See “How Much Did the Cowleses 
Make?”)

Behind the scenes of the garage crisis, the alliance between Eugster and Roy 
Koegen solidifi ed. Although the two had sparred publicly before the council over 
the wisdom and legality of the garage transaction in the past, they now seemed to 
agree on the essence of the problem. Eugster, who’s known Koegen for 20 years, 
accepted his statements that he had privately opposed many aspects of the deal 
from the beginning.

“Roy Koegen,” Eugster said fl atly, “wouldn’t have done this. He would never have 
put a deal like this together. It’s far too risky for the city of Spokane.”

By May 1 the refi nancing effort had progressed to a joint Eugster/Koegen/Novak 
proposal with two very controversial elements in it. The fi rst was that the city 
essentially break down the barrier that even the 1997 council dared not violate-by 
issuing the debt as a general obligation of the city. The second element was that 
the city use some of its general obligation debt capacity to assure a third party 
underwriter- presumably Lehman Brothers-that it would purchase the Downtown 
Spokane Foundation bonds after the underwriter had persuaded bondholders to 
relinquish the bonds at a considerable discount on their face value.

If Lehman Brothers “can buy them at 50 cents on the dollar . . . bring ‘em here 
and run them through the shredder.” -Terry Novak

It was an aggressive and creative scheme. One reason it could be considered is that 
Prudential Securities, the original underwriter, had only marketed the bonds to a 
relatively small number of “institutional” buyers who might possibly be willing to 
cut their potential losses.
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“If they [Lehman Brothers] can buy them at 50 cents on the dollar,” Novak 
explained, “and it takes $15 million-$12 million from the city and $3 million from 
the bond [debt service] reserve fund that would no longer be needed, you’ve got 
$15 million-bring ‘em [the Foundation bonds] here and run them through the 
shredder.”

The plan might have worked except for two women who would otherwise not be 
expected to agree on very much concerning the garage.

One was Betsy Cowles who, Novak said, informed him on May 1 that she was 
very reluctant to lend her name and blessing to a plan that involved losses for 
bondholders.

Cherie Rodgers felt the same way, except that she strongly opposed having 
Spokane’s name associated with such a plan. When the proposal came to the 
executive session meeting of the city council on April 24-two days before the 
council would vote on whether to loan the parking meter revenue funds to the 
PDA-Rodgers was in the majority and arguing strongly against it.

There were issues on the table, Rodgers felt, that no refi nancing plan could resolve 
absent a public accounting for how the deal had been put together in the fi rst place. 
What was the deal about? And how well did the council of 1997 understand what it 
was doing? (See “What the Council Knew.”)

When the standoff over the River Park Square garage reached a crisis pitch in late 
April, two issues came to the surface. The fi rst was a straightforward matter for the 
Spokesman-Review and other local news media to cover: the unfolding political 
drama over whether the city council would “keep the pledge” and authorize the 
fi rst of what promised to be a series of six- or seven-fi gure loans to the PDA to help 
with the garage.

The second issue was the defi ning issue of this crisis. It had to do not just with who 
runs the city, but whether people in Spokane get to know very much about how 
power is really exercised in the community’s civic affairs.

That was the issue about which Mayor John Talbott, Cherie Rodgers, Steve Eugster 
and Steve Corker were especially aware. Each had been voted into offi ce in 
large part because of a deepening suspicion in Spokane that the Cowles family’s 
infl uence had become too great and that their ownership of the Spokesman-Review 
and KHQ created a media Tefl on shield, defl ecting serious inspection of their 
political and business dealings. Talbott, Rodgers, Eugster and Corker hold no other 
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view so strongly in common as that one. But, as the crisis deepened, their coalition 
was under tremendous stress, as were each of them individually.

The Cowles’ attorney, Duane Swinton, threatened to bring a court action against 
the city if the council did not agree by May 5th to loan $450,000 to the garage. 
When it became clear that there weren’t enough council members in town to make 
a decision, the deadline was extended over the weekend to the following Tuesday.

Steve Corker was in town that weekend, and he spent almost all of it with River 
Park Square project manager Bob Robideaux. Now one of the architects of the 
transaction and one of its most ardent critics were trying to reach a last-minute 
agreement to avoid litigation. This, by itself, was remarkable, because at least 
two other members of Corker’s voting bloc-Talbott and Eugster-said they would 
welcome litigation as a way to force some long overdue disclosure upon the whole 
River Park Square garage affair.

But Corker was working with Robideaux to avert a lawsuit because he had come 
to the sobering conclusion that the council of 1997 really did know what it was 
doing: it purposely allowed an overpayment for the garage and highly unfavorable 
lease terms in order to help the Cowles help downtown. Corker agreed with Terry 
Novak’s observation that the previous council lacked the political courage to tell 
the community what it was doing and why.

In Corker’s view, because the 1997 city council intentionally deceived both the 
public and bondholders in its actions, Spokane today is vulnerable to a civil lawsuit 
that he does not believe it can afford to lose.

Corker says that Robideaux, as a result of their negotiations, managed to gain 
approval for substantial concessions from Betsy Cowles. Corker thought those 
concessions signaled an acceptance on the part of Robideaux and Cowles that they 
were willing to take joint responsibility for a deal gone bad.

According to Corker, the agreement he and Robideaux reached eliminated the 
need for refi nancing that would involve buying bonds back from bondholders at 
less than face value. Instead, the city and the Cowles would split the bill on garage 
defi cits “fi fty-fi fty.”

Corker took that proposal to the city council executive session on Monday, May 
8. He quickly learned he didn’t have the votes. What the public saw after that 
meeting, particularly in Steve Eugster’s outspoken disdain for Corker’s proposal, 
was a sudden and deep rift between the two former allies. This only added to 
public perception that the council was in serious disarray.



Camas Archive  —48—

On his way to that meeting Corker had reached another conclusion. It had to do 
with his efforts, since late February, as an unpaid advocate for what he hoped 
would be a new, independent print publication in Spokane-Camas Magazine. This 
article was supposed appear in the fi rst issue.

One of the investors Corker worked with to gather the money needed to launch 
the new publication was Paul Sandifur, Jr., president of Metropolitan Mortgage 
and Securities. Earlier this year, Sandifur invested $10,000 in the Camas Magazine 
project.

By mutual agreement Sandifur and the editors of this magazine met with Erik 
Skaggs of Metropolitan’s Government and Community Relations department 
and a Seattle-based attorney, in Sandifur’s offi ce on Monday morning, May 8th. 
Sandifur was not privy to any of the research now appearing in these articles. 
His fear, however, was that because the council was not fully aware of the history 
and circumstances of the garage deal, they would accept the Corker/Robideaux 
agreement as the best they could hope for.

Sandifur assumed that I had documents that could change the council’s view 
and block approval of the agreement. During the meeting he tried several times, 
unsuccessfully, to persuade me and the other Camas Magazine editors to provide 
one or more council members with these unspecifi ed documents.

Corker missed the meeting only because of a misunderstanding about its location. 
He arrived in Sandifur’s offi ce after the editors had left. Corker said Sandifur asked 
him if he would be willing to call me and request that the council be provided 
documents related to the garage controversy. (Corker had not been appraised of 
my research either, but he had been interviewed and therefore certainly knew what 
questions I’d been asking).

Corker refused to make the phone call because he knew it violated journalistic 
ethics. Sandifur and other investors at the time were declining to offer suffi cient 
capital to launch the project. When he left Sandifur’s offi ce and headed toward City 
Hall Corker feared there would be no publication and therefore the veil of secrecy 
would remain.

Both Cherie Rodgers and Steve Eugster said that Corker raised this fear in trying 
to persuade each of them to vote for his proposal. Corker confi rms this and says 
his reasoning was that if the story about the garage deal never became public 
knowledge in Spokane, that it was better to have an agreement with the Cowles, 
than not.
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“I’ve always been concerned,” Corker said a few days later, “that we’d never know 
the story.”

When I asked Bob Robideaux if he would confi rm details of the negotiations 
that Corker referred to, Robideaux said he could not comment “due to legal 
considerations.”

THE END

Copyright 2000 by camasmagazine.com
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SECRET DEAL — Sidebar (June 17, 2000)
The murky role of the Spokane Downtown Foundation

“If the project had never been built,” Betsy Cowles explained in a recent interview, 
“the foundation would probably never have been formed. But was that their only 
purpose? Right now it is. But it’s not accurate to say they’re controlled by us or an 
arm of the developer.”

Cowles was responding to a question about one of the most curious aspects of the 
sale of the River Park Square garage. It has to do with the fact that the “buyer” of 
the building, the Spokane Downtown Foundation, was a creation of the lawyers 
who represent the seller-the Cowles family. While local offi cials were aware of this 
history, the foundation’s September 1998 report to investors revealed only that the 
foundation was a new, independent, non-profi t corporation. Offi cially, SDF was 
acquiring the garage from the Cowles “on behalf of” the city.

Documents on fi le with the Secretary of State show that the foundation was formed 
in November 1996 by David Knutson and Duane Swinton, two attorneys affi liated 
with Witherspoon, Kelley, Davenport & Toole. Swinton, who represents the Cowles 
interests in both River Park Square and the Spokesman-Review newspaper, is one 
of the most visible members of the Spokane legal community.

In revised articles of incorporation fi led with the Secretary of State in August 1998, 
the SDF presented as its purpose “to combat community deterioration” through 
activities including “owning and operating a parking facility in downtown 
Spokane so as to provide low-cost, short-term parking for members of the public 
utilizing downtown facilities and amenities, including Riverfront Park, City Hall, 
the City Library and downtown retail stores.”

The offi cial declarations of public service served the purpose of allowing the 
foundation to acquire non-profi t status. This, in turn, allowed it to sell bonds to 
fi nance the garage purchase but in such a way that debt service on the bonds 
would not (at least directly) expose the city’s general funds.

While insisting the SDF is independent of her family’s companies and business 
interests, Cowles concedes she “had discussions with getting the [foundation] 
board members involved” and that she still regularly attends board meetings to 
“make sure they’re up to speed on what’s happening vis-a-vis the city and the 
PDA.”

In addition to Spokane lawyer Michael Ormsby, who serves as registered agent and 
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legal counsel, the foundation consists of just three board members. Two of them, 
accountant Chris Schnug and attorney David Broom, are past chairpersons of the 
board of the Spokane Chamber of Commerce. The other is Empire Health Services 
CEO Thomas White, who is chairman of Focus 21, which raises money to advance 
business interests in the Spokane area.

Ormsby, who says he does not know how the board members were selected, 
describes the organization’s purpose as a function of the so-called “63-20” (in 
reference to a federal tax ruling) fi nancing arrangement that was needed after the 
city council decided it would not directly purchase the garage from the Cowles.

“I wouldn’t say it is fairly common,” Ormsby said, “but it is a vehicle to do what 
are called ‘conduit’ fi nancings.”

Ormsby acknowledged that the City of Spokane “was more involved” in 
determining the purchase price for the garage than the foundation. He also says 
that how the $26 million paid to the Cowles was spent was not a concern of the 
SDF so long as the garage was delivered to the foundation in a way that satisfi ed 
the engineering and real estate specifi cations.

“We purchased a facility,” Ormsby said, “and we have satisfi ed our obligations.”

As per its role in the “conduit” fi nancing arrangement Ormsby described, the 
SDF bought the garage, but it had no capacity or intentions of actually going into 
the parking business. Instead, it leased the facility to the parking development 
authority (PDA)-the organization presided over by Terry Novak. The PDA is now 
responsible for operating the garage. Assuming the arrangement holds together 
through its current fi nancial troubles, the foundation will, after the bonds had been 
paid off in 20 years, give the garage to the city at no cost.

Swinton’s role as registered agent of the foundation, according to state documents 
and a Secretary of State offi cial who corroborated them, lasted from November 
1996 to February 1998, which is when he was replaced by Ormsby and Ormsby’s 
fi rm, Preston, Gates, and Ellis. This means that for a 15-month period, before the 
sale was concluded and the lease agreements signed, Swinton was representing 
both the Cowles interests in River Park Square as lead counsel and the foundation 
as registered agent.

Roy Koegen, who was bond counsel to both the city and the PDA during the 
negotiations on the garage, says the fi rst draft of what became the lease agreement 
for the garage was generated out of his law fi rm’s Seattle offi ce. But, Koegen said, 
Swinton wanted to make so many changes to the document that it just became 
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easier to work from Swinton’s draft rather than his own. Ultimately, the lease 
agreement would be signed not between the city and the developer, but between 
the PDA and the foundation.

Swinton’s attention to the details of the lease negotiations is illustrated in a March 
6, 1997 letter written during the 15-month period when he was representing both 
River Park Square and the Foundation.

The fi rst topic of the letter concerned whether the city would be paid back for loans 
made to the PDA. (See “How the City Gets Its Money Back.”)

Referring to the agreement then being drafted for consideration by the PDA and 
the foundation, Swinton wrote he “would add as a comment” that the payment of 
an additional land rent provision for the Cowles “comes prior to repayment of any 
amounts to be reimbursed to the City.”

What Swinton was trying to clarify is that in the event the PDA ever had money 
left over after paying debt service, regular ground rent, and operations, the Cowles 
share of these extra funds would not be diminished due to any outstanding loans 
from the PDA to the city.

When the “parking facility lease agreement” was fi nally signed between the 
foundation and the PDA in August 1998, the language requested by Swinton was 
in the agreement.

Koegen says he disagreed with the provisions for profi t sharing that Swinton won 
for his clients but that his objections were overruled by other negotiators for the 
city. When asked if he knew whether Swinton was negotiating on behalf of the 
Spokane Downtown Foundation or on behalf of River Park Square, Koegen had a 
brief answer.

“I was negotiating with Duane Swinton.”

-T.C.

Copyright 2000 by camasmagazine.com
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SECRET DEAL — Sidebar (June 17, 2000)
What the council knew…

Did the 1997 city council understand how the garage was being used to help 
fi nance the redevelopment of River Park Square? The answer depends on who you 
talk to.

The city’s two lead attorneys for the project, Jim Sloane and bond counsel Roy 
Koegen, both say it was the city council’s fi nance committee that took the lead, on 
the council’s behalf, in negotiating the agreement with the developer. At the time 
(1996-1997), the three members of the fi nance committee were Mayor Jack Geraghty 
and council members Orville Barnes and Roberta Greene. Barnes, a veteran of the 
retail real estate development industry, was the logical council member to evaluate 
the project’s fi nancial essence.

Although both were reluctant to be interviewed for this report, Geraghty and 
Barnes did agree to answer questions. Roberta Greene did not. After repeated 
requests for an interview, she notifi ed me by letter that upon advice of legal 
counsel, “Council members are not granting interviews regarding the parking 
garage at this time.” I also made repeated requests to interview Phyllis Holmes, 
who along with Greene is one of two current council members who served on 
the 1997 council that passed the pivotal off-street parking ordinance. In a letter 
identical to Greene’s, Holmes also declined to be interviewed.

Geraghty and Barnes vigorously defended their votes supporting the city’s 
involvement in River Park Square. Both say they still believe the project will 
revitalize downtown Spokane and both say it is too soon to judge whether the 
city’s involvement with the parking garage is a mistake.

Barnes said he made a public statement at the time, “that the risk of not doing this 
project is so much greater than the risk of the parking meter revenues that it makes 
absolutely no sense not to do it.” He still believes that, he said.

Geraghty insisted that the council was well briefed on the project and aware of 
what it was doing.

“We did an incredible amount of due diligence,” he said. He added that his take on 
the “bottom line” from the analysis provided the council just before the January 27, 
1997 vote “is that it was a feasible project.”

Geraghty said he did not specifi cally recall the $5.3 million fi gure that Coopers and 
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Lybrand’s Mike Wenzell pointed out would be taken from the garage sale proceeds 
and put into the commercial development of River Park Square.

“I’d have to look at that,” Geraghty said. “I’m not sure. But even if it did [go to the 
commercial development of River Park Square] to make the project viable, that 
wouldn’t bother me.”

It seems likely that council members saw the explanations for the garage project 
that were published in the Spokesman-Review of Sunday, September 29, 1996.

In an article entitled “Garage key to downtown project,” the paper characterized 
the River Park Square developers’ position this way:

Cowles said the developers need city help because they don’t have enough cash 
to pay for the entire project themselves. Without city participation, she said, the 
project will die.

“There just isn’t enough cash and equity in the project or available to borrow using 
conventional borrowing,” Cowles said. “There just isn’t that much in addition to 
the money we’re already contributing.”

The two people I interviewed who were most convinced that members of the 
council knew what they were doing are Betsy Cowles and Bob Robideaux, the 
River Park Square project manager. Both say they met individually with all council 
members to explain the transaction.

“Some are trying to characterize this as a deal where we walked in and said to the 
council members, ‘Here, this is what you’re going to do for us, and you’re going 
to vote for this because we said so,’” Cowles told me. “And that is so far from 
the truth. The hours of discussions that we had and the tough negotiations we 
had with council members and the staff-this was by no stretch of the imagination 
something that they rubber-stamped.”

Bob Robideaux underscored the crucial role of the garage purchase: “... that garage 
is intertwined into the whole complete fi nancing package ... $110 million dollars ... 
You’ve got three separate sources of funding. And basically you have the garage 
portion of that, which was to go ahead and build that garage ... You also then 
have the circumstances of the Section 108 [federal HUD money], which is the loan 
guarantee program. The garage basically provided about $26 million in funding. 
The Section 108 provided $22 million and some change. And then the rest of the 
money that you have in there all comes from equity and loans from fi nancial 
institutions.”
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Asked if he felt the 1997 city council understood the garage fi nancing was 
needed to acquire additional equity for the retail development, he replied: 
“You’d have to ask them. But I can say to you that the reports and the studies and 
the conversations with the city as well as with the city council and the fi nance 
committee of the council were extensive, in-depth, numerous, and there wasn’t an 
item that wasn’t discussed, nor was there a question that wasn’t answered.”

Before he completed his last term on the council in 1995, Joel Crosby said he took 
an interest in the garage acquisition and wanted to help get it done. Crosby, who 
has a degree in accounting from the University of Washington and now works in 
commercial real estate, said he helped form an ad hoc working group at City Hall 
to study the acquisition. At one point, Crosby said, he did his own calculations 
based on existing cash fl ows at the garage to estimate how much the city could 
spend on the garage without losing money.

“It would probably justify a $12 million investment,” Crosby said of his numbers, 
“and that was pushing it to the edge of the envelope.” .

-T.C.
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SECRET DEAL — Sidebar (June 17, 2000)
Is the garage really a public facility?

The River Park Square garage is supposed to be the “public” part of the public/
private partnership that the City of Spokane entered into with the developers of the 
new River Park Square mall in 1997.

Under federal law, the Cowles’ $26 million sale of the garage to the Spokane 
Downtown Foundation (SDF) was allowed to be fi nanced with tax-exempt bonds 
in order to provide public parking in downtown Spokane. This is legal under 
federal tax laws so long as the garage operates as a public facility and the use of 
bond proceeds complies with restrictions limiting private profi t-taking. (See “How 
Much Did the Cowleses Make?”)

State laws must also be complied with. As Roy Koegen, the city’s bond counsel, 
advised in a March 1996 memo, “generally, a municipal corporation is prohibited 
from acquiring property unless the proposed acquisition is for public use.” Koegen 
explained at the time that a legal challenger could make the argument “that there is 
no traffi c congestion, and that the purpose of the acquisition is primarily to provide 
a primary benefi t to a private developer, in that, the Parking facility will:

“(1) provide upfront cash fi nancing to keep Nordstrom from leaving the downtown 
central business district;

“(2) provide free parking space for downtown merchants; and

“(3) strengthen property values in the downtown area.”

To rebut that argument, Koegen advised, the city “will need to provide studies 
and research to support the fact that the primary purpose of the Parking Facility is 
to prevent or alleviate downtown traffi c congestion, and that the new Nordstrom 
store and related improvements will dramatically increase traffi c congestion, 
thereby further increasing the need for the Parking Facility.”

The city followed Koegen’s advice. It commissioned a study by the Indianapolis-
based Walker parking consultants that did, indeed, provide numbers indicating a 
dramatically increased need for parking spaces. In January 1997 the city council 
embroidered its off-street parking ordinance with language emphasizing the 
garage’s capacity to serve public facilities.

The strategies were successful. When Steve Eugster and affi liated public interest 
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groups sued the city, arguing that the garage acquisition violated the state 
constitution’s prohibition against making gifts of public funds, the state Supreme 
Court upheld lower court rulings for the city. The main precedent the Supreme 
Court cited was its ruling in the 1996 case involving a challenge to the state’s 
funding of the Seattle Mariners’ new stadium.

“An expenditure is for a public purpose,” the Court ruled in the Mariners case, 
“when it confers a benefi t of reasonably general character to a signifi cant part of 
the public.” The Court added, “where it is debatable” as to whether an expenditure 
of public funds promotes a public interest, the Court was going to defer to the 
judgment “of the legislature.”

In the case of the Spokane garage, the Court ruled in November 1997: “We must 
therefore defer to the judgment of the Spokane City Council if the public benefi t of 
this project is at least ‘debatable’.”

Eugster, who at times talks darkly about what his legal and political challenges to 
the River Park Square project have cost him in time, money, and overall quality 
of life, criticizes the Court’s decision in this case. As he sees it, the Justices simply 
rubber-stamped a 1997 city council that offered up a large public fi b about the real 
purpose of the garage.

Ironically, the developer seemed to agree with Eugster in a February 6, 1997 letter 
from Duane Swinton, the Cowles’ attorney, to Dave Mandyke, now an assistant city 
manager who, at the time, was assigned to the project for the city’s construction 
services department.

Within a planning document that he reviewed, Swinton wrote, “there is a 
suggestion that the garage portion of this project is a public project. Obviously, that 
is not a correct statement. The garage is being built by a private party and will be 
sold to a non-profi t foundation. It is not until the retirement of the bonds that are 
issued by the foundation to pay for the purchase of the garage [20 years from now] 
that it becomes an asset of the City.”

(See “The Murky Role of SDF.”)

In a variation on the public vs. private debate over the garage deal, Steve Eugster 
scored a win in the state Supreme Court in March 2000. The developer had argued 
its 1998 Nordstrom lease agreement was confi dential. The Court agreed with 
Eugster and pronounced it to be a public document. The lease makes Nordstrom 
a party to a parking management plan that covers, among other things, parking 
rates, hours, and valet parking for Nordstrom customers.



Camas Archive  —58—

In late 1996 the Spokane Downtown Foundation fi led articles of incorporation in 
which it asserted, among other things, that its purposes would include “owning 
and operating a parking facility in downtown Spokane so as to provide low-cost, 
short-term parking for members of the public utilizing downtown facilities and 
amenities, including Riverfront Park, City Hall, the City Library and downtown 
retail stores.”

It did not mention Nordstrom.

-T.C.
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SECRET DEAL — Sidebar (June 17, 2000)
How the city gets its money back

Among the unusual features of the lease agreement on the River Park Square 
parking garage are the so-called “participation” clauses.

In addition to the $26 million the Cowles’ real estate companies received from the 
sale of the garage to the Spokane Downtown Foundation (SDF) in September 1999, 
they also will receive fi rst call on any “profi ts” the garage might net after payments 
for debt service, ground rent, and operations.

Under the terms of the lease, this is what would have to happen in order for the 
city’s Public Parking Development Authority (PDA) to pay back a $450,000 loan of 
parking meter funds the Court recently ordered the city to make:

1) Revenues at the garage would have to turn around to the extent that the facility 
could cover debt service to bondholders, currently at $129,000 a month. This will 
rise to at least $170,000 a month in August.

2) After the fi rst $170,000, “fi xed ground rent” must be paid to the Cowles because 
the garage, while the building belongs to the SDF, still sits on Cowles’ property. 
Ground rent is currently $63,750 a month, which means garage revenues have to be 
$233,750 a month to cover debt and ground rent.

3) Add in operating expenses of $63,000 a month. This means the garage must take 
in at least $296,750 in a month, to cover its base expenses and obligations.

4) Next is “administrative variable ground rent” owing to the Cowles, a fl at $40,000 
a year payment that accrues from year to year. The monthly nut becomes $300,084.

5) Any additional funds above the $300,084 will be split 50/50 between the 
developer and the PDA.

So far this year, monthly revenues at the garage have been running below $150,000 
per month. But if the trend changed and shoppers fl ocked to the facility so that 
it received, say, $310,000 a month ($10,000 above monthly expenses), this is how 
the money would be allocated if the $10,000 monthly surplus lasted a year: • 
Bondholders-$170,000/month (55%)



Camas Archive  —60—

• Cowles-$72,041/month (23%) (In the form of “fi xed ground rent” of $63,750; 
“administrative variable ground rent” of $3,333; and “variable ground rent” profi t 
sharing of $4,958.)

• Operating Expenses-$63,000/month (20%)

• Remaining proceeds to PDA, available to repay loan (PDA)-$4,958/month (1.6%) 
• At that rate, it would take 7.5 years to pay back a $450,000 loan at no interest. 
That is a rosy and unrealistic scenario, however. Because, at the present rate of 
losses, the city will need to loan the garage at least $1.8 million a year, indefi nitely.

Presently the PDA owes River Park Square more than $500,000 and, under terms 
of a January 1997 city ordinance, the PDA is seeking loans from the city’s parking 
meter revenue fund to cover the shortfalls.

On May 24 Spokane Superior Court Judge Michael Donohue ordered the city to 
begin making the parking meter money loans to the PDA.

-T.C.

Copyright 2000 by camasmagazine.com
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SECRET DEAL — Sidebar (June 17, 2000)
How much did the Cowleses make?

A key question that has never been clearly answered about the River Park Square 
garage deal is how much money the Cowles family made. In theory, at least, the 
answer involves simple math. It is the difference between the $26 million the 
Cowles received and whatever it actually cost to expand and refurbish the garage 
before it was delivered to the Spokane Downtown Foundation last September.

In September 1996 Walker Parking Consultants/Engineers, Inc., an Indianapolis-
based consultant to the City of Spokane, provided the city with an estimate of what 
it would cost to expand and restore the facility from the original 750 spaces created 
when the garage was fi rst built in the early 1970s to the planned 1,304 spaces. 
Walker’s estimate: approximately $8.7 million.

A few months later, however, different fi gures surfaced.

To assist the city in its “due diligence” in the River Park Square (RPS) public/
private partnership, the national accounting fi rm of Coopers & Lybrand was hired 
to review the transaction. In late January 1997, using the RPS developer’s estimates, 
the accountants projected costs at more than double those provided by Walker. 
Adding up the “hard” and “soft” costs of the project provided by the developer, 
Coopers & Lybrand reported, resulted in costs of $20.7 million for the renovated 
garage.

The difference between the $26 million and the $20.7 million, Coopers & Lybrand 
told the city council, yielded $5.3 million “net proceeds [that] would go to the retail 
and development project as an equity or cash contribution.”

Accompanying the report, however, were several cautions about the developer’s 
numbers. The “hard costs,” Coopers & Lybrand observed, were “quite high,” even 
accounting for the atypical nature of the construction project. But the fi rm raised 
an even larger red fl ag over the “soft” costs which, it reported, “appear to include 
miscellaneous costs incurred in connection with the overall RPS Project [and] result 
in costs that are much higher than ordinary for such a construction project.”

It specifi cally cited fi ve items “not typically considered as part of the construction 
costs”:
Relocation costs associated with existing tenants-estimated at $328,000.
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Pre-development costs related to professional services incurred by the Developer to 
date...

Construction interest, as derived from the RPS model, amounts to $1.95 million, 
which appears quite high.

Sales tax, which refl ects 8.2 percent of hard costs (included in soft costs)

Soft costs include fi nancing fees associated with the construction loan (1 percent) 
and permanent fi nancing (2 percent).
Because Coopers & Lybrand did not subtract any of these dubious expenses from 
the estimated $20.7 million in costs projected by the Cowles representatives, it’s 
reasonable to say that, at the time, $5.3 million was a conservative estimate. Actual 
proceeds could easily have been much higher.

The next time numbers refl ecting the costs of the garage were made public was 
September 1998. As part of the offi cial statement that the Downtown Spokane 
Foundation was required to publish when it sold $31,465,000 in bonds to fi nance 
the purchase, the foundation included a June 29, 1998 letter and an attached 
August 18, 1998 report from the Walker consultants to Bob Robideaux, RPS project 
manager.

The report included two noteworthy tables. One table showed that the estimates 
of construction costs per parking space from the time of the 1996 Walker study 
had risen from $9,750 per space to over $31,000 per space. But no explanation was 
provided by Walker about why construction cost projections tripled in just 24 
months. When I asked Walker to provide a basis for the projected construction cost 
increases, the fi rm promised to research an answer. It then notifi ed me through an 
attorney that it was declining to answer this or any other questions.

A second table showed “River Park Square Construction Cost Estimates per Bob 
Robideaux.” Although the overall costs projected by the RPS developer were nearly 
identical to those provided Coopers & Lybrand in January 1997, there was a major 
shift occurring between “soft” costs and “hard” costs. The construction costs were 
now put at $17,516,326, with “soft” costs making up the difference to $20.7 million.

Thus, in September 1998 prospective bondholders were told exactly what the 
Spokane City Council had been told by Coopers & Lybrand in January 1997-that 
$20.7 million from the bond sale would be used on the garage, with the remaining 
$5.3 million “being reinvested by the Developer as equity in the Commercial 
Project.”
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There was, however, a third set of numbers estimating how much the garage 
renovations would cost.

George Webster is a 25-year city employee who, for the past 12 years, has worked 
as a plan reviewer in the city’s Building Services Department. Much of his job 
involves reviewing construction projects for the city and determining how much 
builders should pay the city for plan review and commercial building fees, both of 
which are assessed on valuation of construction cost.

Webster and his colleagues, it turned out, were not told of the information the city 
council received from Coopers & Lybrand nor Walker consultants regarding what 
the $26 million sale price of the garage represented. Instead, they worked from 
documents like the July 21, 1997 preconstruction agreement on the project in which 
the $26 million fi gure is presented as an actual cost for renovating and constructing 
the new garage. Thus, the building department billed the Cowles for fees based on 
$26 million of work.

That mistake was compounded when someone working for Cowles’ real estate 
companies paid the fees.

That done, the Cowles representatives found themselves in an awkward position. 
They wanted to persuade Webster and his supervisors that the garage really hadn’t 
cost $26 million to build, that it cost much less, and they sought a refund for tens of 
thousands of dollars.

“We warned them this would look bad,” Webster told me in a recent interview.

“To whom?” I asked.

“People like you,” answered Webster.

Webster said the Cowles’ representatives then successfully supported their 
arguments that the $26 million was not a construction cost, but a sale price that was 
based on an “investment value” that included their profi ts.

Webster’s department reevaluated construction costs, arrived at the fi gure of $14.5 
million, and refunded the Cowles $63,000 in excess fees.

Their $14.5 million sum is just slightly higher than the appraised value of the 
facility set earlier this year by the Spokane County Assessor’s offi ce of $14,025,000.

“Incorrect factors were used in establishing the combination of new construction 
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and repair, with a signifi cant overestimation of the repair,” Webster’s former 
supervisor Bob Eugene wrote in an October 8, 1998 memo. “Construction 
estimates provided to this offi ce, prepared by the developer, sustain the revised 
estimate. Contact with the prime contractor validated the estimate provided by the 
developer.”

Although I submitted an extensive public records request for city documents on 
the RPS garage in January this year, the Eugene memo was not provided until mid-
April. Thus, I did not know about the $14.5 million fi gure when I met with Betsy 
Cowles on April 4.

However, I did show Cowles a table from the Coopers & Lybrand 1997 report 
displaying the breakout of projected costs for the garage. I then asked if she could 
provide me with the...

“Actual costs?” she interrupted. “No.”

“Is there any reason why you wouldn’t?” I continued.

“Well,” she said, “our commitment was to build the project and build the garage. 
And then lease up the project. We fulfi lled those commitments, and the obligation 
on the city, the PDA, and the foundation was that once those three conditions were 
met they would purchase the garage for an established price. So I don’t think it’s 
relevant what our construction cost was, or not. Because it was a negotiated price 
that had nothing to do with construction costs. I can tell you the construction costs 
were very high because of the nature of the kind of garage and just the physical 
constraints of trying to add two fl oors onto the top of something in the middle of 
downtown. Plus, reconfi guring all the ramps.”

I then asked if she would be willing to tell me whether her company netted more, 
or less, than the $5.3 million that Coopers & Lybrand had said would be produced 
by the sale and put into the commercial development of River Park Square.

“I don’t think it’s relevant,” she said. “And I think also your presumption that it all 
went back into retail, whatever it is, we could have taken whatever profi t, if there 
is any, we could have taken that and spent it over on the KHQ building. So the 
notion...” (KHQ, a Cowles-owned NBC affi liate broadcast company, is moving its 
broadcast center downtown.)

“Did you?” I interjected.

“Well,” she replied, “things are sort of pooled. But again the notion that we sold 
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the garage for a high price just so we could get enough money to make the rest 
of the retail project work isn’t an accurate one. The garage price is supported by 
appraisals, and it’s a negotiated price based on revenue streams and what it was 
appraised for. There wasn’t any sneaky dealing of us saying, hey, we need $10 
million or $5 million to make the rest of the project work, and city council, you’ve 
got to tack on $10 million.”

If the building department’s fi gure of $14.5 million in construction costs for the 
expanded garage is accurate, that would suggest the Cowles took $11.5 million 
from the $26 million sale.

On June 1st, reacting to a KXLY-TV broadcast based on the above reporting, 
Cowles and other RPS representatives summoned Spokane’s press corp to “deny 
allegations they made millions of dollars” on the garage. When asked up front 
if they were saying the $14.5 million was inaccurate, they declined to answer 
directly. Cowles and her representatives (two lawyers and RPS project manager 
Bob Robideaux) also declined repeated requests to simply share their numbers 
on the actual costs. Once again, the question about their costs was dismissed as 
“irrelevant.”

Notwithstanding their refusal to share anything with numbers in it, Cowles 
and her representatives offered two suggestions as to why the $14.5 million 
underestimates their cost. The fi rst is that it does not include “soft costs.” The 
second, offered by Robideaux, is that the Eugene memo omitted the costs of 
a second garage contractor, Edifi ce, that was working under the direction of 
Nordstrom. (The Nordstrom building sits atop the garage and, thus, supports for 
the Nordstrom’s building are built into the garage design.) Robideaux’s assertion 
does not square with what we were told by the city’s George Webster.

The most recent source of actual numbers for those two categories comes from 
the previously mentioned August 18, 1998 report from Walker Parking listing cost 
estimates “per Bob Robideaux.”

The total “soft” costs listed were $3.15 million with $1.75 million listed as a 
construction “contingency” fund.

As for the Edifi ce Construction “hard costs” that, according to Robideaux, were 
not accounted for in the Eugene memo, there were two line items. One was 
labeled “site work,” another “new spaces,” and they were assigned at $1,374,000 
and $581,404 respectively. (If, as Robideaux suggested, the Edifi ce work was not 
included in the $14.5 million fi gure, then it would seem the Cowles should now be 
paying back to the city part of the fee refund it was granted in 1998).
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In any event, on the basis of numbers that do exist in public places, it seems 
reasonable to conclude that the Cowles made somewhere between $6.4 million and 
$11.5 million on the garage sale.

When better numbers come into the light of day, we shall endeavor to bring them 
to you.

-T.C.

Copyright 2000 by camasmagazine.com
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AN ARMS LENGTH QUESTION (June 20, 2000)
This update on the River Park Square controversy asks: “Who did the garage 
consultant work for, the city or the developer?”

An important question that goes to the roots of the River Park Square garage 
controversy concerns the relationship between Bob Robideaux, River Park Square 
project manager, and a city contractor, Walker Parking Consultants of Indianapolis. 
It is a question that is now of some interest to lawyers for the City of Spokane.

At the heart of the matter is whether Walker was acting as the city’s consultant or 
whether the fi rm catered to Robideaux and River Park Square. Walker refuses to 
answer questions about its relationship with Robideaux. Robideaux offers answers 
that are inconsistent and-judging from documents just released by city offi cials-
incomplete.

Walker’s job in 1996 was to provide Spokane with a study of downtown parking 
needs in order to forecast revenues for the expanded River Park Square garage. 
This analysis created a basis for the 1997 City Council’s confi dence that the garage 
would be able to operate profi tably. Walker’s projections assured the council that 
use of the garage by shoppers and moviegoers would be suffi cient to pay off $31.5 
million in bonds used to fi nance the purchase of the facility, allow for ground rent 
payments beginning at $63,000 a month, and also cover operating expenses. (If, as 
is now the case, the garage loses money, loans of the city’s parking meter revenues 
were pledged to cover ground rent payments and operating expenses.)

But Walker’s numbers were also very important to the Cowles family and their 
River Park Square development. Why? Because Walker’s projections of future 
revenues for the garage had a direct and substantial bearing on how much money 
the Cowles family received for the garage both in the purchase price (negotiated at 
$26 million) and in the terms of the lease agreement which dictates how revenues 
collected at the garage will be distributed.

The Walker numbers were critical to the Cowles’ redevelopment of River Park 
Square because they were the basis for the most important calculations used for 
the “investment” value appraisals the City of Spokane commissioned. Namely, the 
garage’s projected earnings. It was these appraisals that were then used by both 
key parties in the negotiations (the city and River Park Square) to settle on the $26 
million purchase price of the garage. Indeed, when Betsy Cowles, Bob Robideaux, 
and River Park Square lawyers summoned reporters to a June 1, 2000 press 
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conference, they brought copies of the appraisals with them and offered them as 
evidence that the $26 million purchase price of the garage was “legit.”

One of the main criticisms of the appraisals’ legitimacy, however, is directed at the 
Walker numbers. Not only were the appraisers for the city told to use a rare and 
controversial “investment” appraisal method, they were further instructed to use 
the Walker projections to calculate the future revenue stream from the garage. This, 
coupled with instructions to use a lower-than-market interest rate (refl ecting the 
city’s participation in the project, through its pledge of parking meter revenues) is 
what appraisers agree caused the “investment value” of the garage to shoot well 
above the “market value” of the facility. (See Part 3: “A Practically Unheard-of 
Appraisal.”)

As previously reported in this series, the effects of the investment appraisal using 
the Walker projections were twofold: 1) it created the basis for an artifi cially high 
purchase price of $26 million; 2) it created what the accounting fi rm of Coopers & 
Lybrand described as a claim for “unrealized equity” by Cowles representatives. 
This claim was based on the average of the two investment value appraisals 
done for the city (using the Walker revenue projections), which was more than $2 
million greater than the eventual negotiated purchase price. This provided Cowles 
representatives with the leverage to successfully argue for “participation” clauses 
in the garage lease agreement. These clauses allow the Cowles to recover additional 
profi ts from the garage if it does well. Plus, they ensure the Cowles will capture 
profi ts from the garage before the city is repaid for any outstanding loans.

As the mall’s project manager, Robideaux’s information about the retail and 
entertainment space to be built and the kind of clientele expected was critical to 
Walker in assessing the viability of the River Park Square garage. Public offi cials 
have suspected for some time that Walker’s rosy projections about the garage’s 
future revenues may have been infl uenced by Robideaux. Robideaux and Duane 
Swinton, the attorney who represents the Cowles’ interests in River Park Square, 
deny any untoward infl uence on Walker’s projections.

The fi rst public sign of these suspicions arose when city offi cials and attorneys 
pointed out the large disparity between the projections contained in the 1996 
Walker report and the report provided in April by San Francisco-based consulting 
fi rm Keyser Marston Associates (KMA). For the year 2001, for example, Walker’s 
revenue forecast of over $5 million is double that which KMA projects even in its 
“more optimistic” scenario.

“The City intends to undertake a full-scale investigation into the signifi cant 
discrepancies between the Walker Report and the KMA report to determine 
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whether material misrepresentations were submitted to the City in connection with 
the Garage project,” wrote Harry Schneider, Jr., a Seattle lawyer for Perkins Coie, 
the fi rm which serves as bond counsel to the city, in a letter to Duane Swinton, 
the Cowles’ attorney on April 26. Schneider has since been replaced on the garage 
inquiry by another Seattle attorney, Yale Lewis, but Lewis confi rms that he is 
carrying forward his own inquiries into the relationship between Walker and 
Robideaux.

Indeed, when Lewis appeared in Spokane Superior Court on May 24th to present 
the city’s case in a hearing before Judge Michael Donohue with regard to the city’s 
pledge to loan parking meter revenues, he brought with him and displayed to the 
judge a letter from Walker to Bob Robideaux. The letter is not only addressed to 
Robideaux but includes language (“Thank you for the opportunity to serve you”) 
that suggests Robideaux was Walker’s client. Assistant city attorney Milt Rowland 
has confi rmed that he is also investigating Walker’s role as a consultant to the city.

Before Lewis displayed the Walker letter to Judge Donohue, I had taken a copy of 
the letter to an April 4 interview with Bob Robideaux in his Spokane offi ce. I asked 
about the implication that Robideaux was Walker’s client.

“Did you ever independently contract with Walker?” I asked him.

Robideaux’s terse answer: “The city did, though,” was clearly intended to suggest 
that he did not.

Was there a reason that the letter was addressed to him and not someone at the 
city?

“Well,” he replied, “because we were working with the city. We all divvied up 
different things to do on due diligence. But the contract was with the city-the city 
paid the bill.”

“So it would be normal,” I continued, “for the correspondence with Walker to come 
back to you, and you would share it with the city?”

“Yeah,” Robideaux replied, “with Pete Fortin. Pete and I were working together 
with it.”

“Walker Feasibility-City paid: $52,015 “Walker Feasibility-Developer paid 
$42,565”

Fortin, who was deputy city manager at the time and the city’s main contact for 
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the garage portion of the River Park Square project, has a different recollection. 
He explained in a June 4 interview that the 1998 letter refl ected work that Walker 
was doing with the Spokane Downtown Foundation (SDF). Robideaux was an 
intermediary. It was the foundation, not the city, that would eventually buy the 
garage “on behalf of the city” from the Cowles. Fortin said his perception was 
that the foundation was a creation of the River Park Square developer and that on 
matters like this, “the foundation reported to the developer.”

The letter from Walker was included as part of the SDF’s offi cial bond statement 
in September 1998. It was described by the foundation as additional work done 
through Robideaux “at the city’s request.”

The content of the letter to Robideaux from Walker was described as “Revised 
Update Report-Financial Feasibility Analysis.” It included revised revenue 
projections and garage construction cost estimates “per Bob Robideaux” that came 
to $17.5 million. This sum is more than three times what Walker had originally 
estimated for the construction costs of the expansion, and $3 million more than the 
Spokane building department would, four months later, certify as the construction 
value of the building.

Among documents provided from one of my public records requests was a fax 
sent from Prudential Securities (the underwriter for the garage bonds) on October 
9, 1998. The fax contained a table showing costs incurred by the City of Spokane, 
the “Developer” (Cowles/River Park Square), and the Spokane Downtown 
Foundation. Two entries bear on the issue of Walker’s relationship with the city 
and with the developer. One is a line that lists “Walker Feasibility-City paid” at 
$52,015, and the other is the line below it which lists “Walker Feasibility-Developer 
paid” at $42,565.

On its face, this fax indicates that Walker was being paid both by the city and by 
the developer to do feasibility studies on the garage.

I sent Robideaux a fax with questions and attached to it the Prudential table.

“The table would seem to indicate that Walker was working for both the City and 
the Developer” on matters related to the garage, I noted. “Is that correct?”

Robideaux responded with a May 10 fax repeating his previous statement. “The 
services rendered by Walker,” he wrote, “were on behalf of the City...”

Since his explanation did not square with the Prudential document, I telephoned 
him to ask a second time for explanation of the Prudential line item. Robideaux 
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fi nally conceded, “Money was advanced from us to Walker. They did consulting for 
us now that it was a project.”

Robideaux then admitted that he did contract with Walker after the city council 
voted, in January 1997, to go ahead with the garage project. The signifi cance of the 
timeframe, he said, was that to avoid a confl ict of interest on Walker’s part, he and 
River Park Square had not contracted with Walker during the time when Walker 
was preparing its feasibility analysis for the city. Robideaux also emphasized 
that the nature of the work done by Walker for River Park Square was limited to 
consulting on the design and construction of the new garage, rather than analyzing 
economic feasibility of the project.

The question came up again at a June 1 press conference that Robideaux attended 
along with Betsy Cowles and the River Park Square legal team. Asked again about 
his relationship with Walker, Robideaux replied that Walker was hired to do all of 
the “technical consulting work on the garage, as it relates to construction.”

When asked about the June 29, 1998 letter to him from Walker, Robideaux gave a 
similar answer to one given during our April 4th interview. He said it had been 
received by him, at Fortin’s request “as part of our due diligence.”

“We’re talking about that revised thing for the bonds,” Robideaux continued. 
“There were attorneys representing the foundation [SDF], attorneys representing 
the developer, attorneys representing the bonds people. And in the due diligence, 
they asked us to go ahead and update the report that was originally done for 
the city by Walker. So I was carrying out my duties like Pete [Fortin] or Duane 
[Swinton, the Cowles’ attorney representing River Park Square], or other people 
[who] are carrying out their duties to get that work done.”

When then asked if he had “at any time” had a contract with Walker for feasibility 
studies on behalf of River Park Square, Robideaux replied: “On behalf of the city.”

I repeated the question.

“On behalf of the city,” Robideaux repeated.

Walker’s revenue projections to the city in 1996 were more than double their 
1995 projections to the developer.

“So,” I asked him again, “they [Walker] did no feasibility work on behalf of the 
developer?”
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“I don’t remember if they did or not,” Robideaux said.

Duane Swinton, seated to Robideaux’s left, then interjected: “Early on, I think they 
did.”

“Did they?” said Robideaux.

Robideaux should know. Documents released just last week by the City of Spokane 
support Swinton’s recollection that Walker did, indeed, do feasibility work on the 
parking garage for Robideaux and River Park Square. Among the newly released 
documents is a fax dated May 17, 1995 (more than a month before the City of 
Spokane agreed to contract with Walker to conduct its feasibility study for the 
city) from John Dorsett, who heads the parking studies department for Walker at 
its Indianapolis headquarters. The fax is addressed to Bob Robideaux. It includes 
a projection of operating income for the River Park Square parking garage for the 
years 1995 through 2005.

Garage revenue projections provided by Walker to the city in 1996 were more than 
double the projections submitted by Walker to Robideaux the year before. To date, 
no explanation has been given for this alteration. Indeed, the projections through 
the year 2005 contained in the May 1995 memo to Robideaux are comparable to 
the projections for the same period offered by Keyser Marston’s “less optimistic” 
revenue forecast for the garage.

Among the questions attorney Yale Lewis says he wants to pursue is whether 
Robideaux and Walker disclosed to the city the nature of their relationship.

“If it was an arms length relationship,” Lewis said, “that’d be one thing. But I think 
that’s not the situation here.”

My efforts to get Walker’s version of its relationship with Robideaux began in 
February when I contacted Michelle Krakowski, one of the two parking consultants 
who signed the June 1998 letter to Robideaux. Krakowski referred me to parking 
studies director John Dorsett, who unfortunately would not be available until 
March 28. When I contacted Dorsett in late March, he said he needed a few days to 
do research. Dorsett called me on April 3 to say that Spokane attorney Pat Riskin, 
representing Walker, would be the one to answer my questions.

But Riskin didn’t answer the questions either. He did send a long statement written 
by Walker, with the caveat, “it is not for publication at this time.” The offi cial 
Walker statement referred to the Walker/Robideaux relationship: “Although much 
of our information gathered during the study process obtained (sic) from the 
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project’s developer, City representatives reviewed all assumptions contained in the 
report and had opportunities to provide input before the report was fi nalized.”

When I called Riskin to request more specifi c answers to the questions I’d posed, 
particularly the question about the 1998 correspondence with Robideaux, he said 
he would contact his client and get back to me. Because I didn’t hear back from 
Riskin, I sent a May 2 letter updating the questions and requesting a response by 
May 5. On May 6 I received a phone call from Mohammed Iqbal of Walker who 
requested a few more days to research answers to my questions.

On May 12 I received another fax from Riskin. “Walker Parking Consultants has 
decided not to comment at this time, due to pending litigation between the City 
of Spokane and the River Park Square developers.” He noted that all materials 
previously provided to me by Walker were to remain “off the record,” but that I 
would be “the fi rst media outlet contacted if Walker decides to comment publicly 
in the future.”

I expressed disappointment to Riskin. I also explained that I had never agreed to 
receive any information from Walker “off the record.”

The questions about Robideaux’s relationship with Walker have not dampened 
support for him among his peers. Citing his work on the River Park Square project, 
the Spokane Association of Realtors announced earlier this month that Robideaux 
had been selected “Realtor of the Year.”

THE END

Copyright 2000 by camasmagazine.com
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PARKING IN THE LOOPHOLES (July 19, 2000)
A report on the “calculated trickery” behind the River Park Square garage mess

In February 2000 the struggling Spokane Parking Public Development Authority 
(PDA) received a letter from David Mackie, VP for Real Estate in the Seattle 
corporate offi ces of Nordstrom. The letter, copied to developer Betsy Cowles, was 
a reminder. It reiterated Nordstrom’s view that, contrary to countless statements 
offered to the public and the courts by the City of Spokane, the River Park Square 
parking garage really was not a public facility.

The letter is a near perfect symbol of the calculated trickery that is at the core of the 
River Park Square controversy. The sale of the parking garage was designed with 
two goals in mind.

One was to provide the developer $10 million or more in working capital. As 
previously reported in this series, this was achieved via a quiet agreement with 
the City of Spokane to employ a rare and controversial method for appraising the 
value of the garage prior to its sale by the Cowles. The use of the obscure appraisal 
method was supposed to afford some legitimacy to a sale price that was roughly 
double what the facility would have been worth on the open market.

But a crucial second purpose of the garage deal was to serve what Nordstrom had 
determined was an essential element of the package that could keep the Seattle-
based retail fl agship in downtown Spokane-a guaranteed source of abundant 
parking spaces for “short-term” retail customers.

To be sure, Nordstrom did nothing illegal in its efforts to secure a parking deal. 
Nordstrom is a private business, and it wasn’t even dealing directly with a public 
entity. But documents just released by the City of Spokane show that by giving in 
to Nordstrom and lawyers for River Park Square, the public/private partnership 
was setting itself up for trouble with the IRS. Contrary to the letter and spirit 
of state and federal laws, the city had agreed to manage a public facility under 
rules and agreements stipulated by private parties. Although the IRS still won’t 
comment on whether it is investigating the River Park Square deal, the records 
suggest that certain agreements in the garage compacts are an open invitation to 
the federal tax agency to get involved. Should the IRS decide to enforce public-
purpose regulations, the downtown project could tumble into legal chaos.

This particular thread in the voluminous and complex agreements that underlie 
the River Park Square development and the parking garage goes back at least 
four years. On the city’s end, it began in early 1996 when Cowles’ attorney Duane 
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Swinton sent city attorney Jim Sloane a single page letter. The letter explained that 
Bob Robideaux, River Park Square project manager, wanted to alert the city to 
language in the “letter of intent” desired by Nordstrom if the company was to sign 
a new lease with the Cowles to stay in downtown Spokane.

At the time, the Cowles were working to get the city to purchase the garage as part 
of the planned redevelopment of the downtown mall. The legal clause Swinton 
wanted the city to note stipulated that under Nordstrom’s lease with River Park 
Square (the Cowles), the mall developer would agree to “cause” any municipal 
authority that might operate the garage to do so under standards “consistent” with 
garages for “fi rst class regional shopping centers.”

In the context of state law, the letter to Sloane from Swinton conveyed a dicey if not 
impossible request. The city council, at the time, had already made a basic policy 
decision. It wanted the city to do its utmost to help the Cowles with their planned 
mall redevelopment in downtown Spokane. Everybody involved in that effort 
knew that satisfying Nordstrom was key. Without Nordstrom agreeing to a new 
lease to stay downtown, there would be no chance of recruiting the other tenants 
necessary to make the redevelopment viable.

Parking was one area where the city had some latitude to help out. But that help-
under state law-could only come if the parking facility was designated for public 
purposes.

This was a point that Roy Koegen, the city’s bond counsel, seized upon in a March 
1996 memo when he explained how, despite the clear push from Nordstrom and 
the Cowles, the “public” purpose of the garage could be contested.

Koegen wrote, “[A] reasonable argument [against the city’s acquisition of the 
garage] could be advanced that there is no traffi c congestion, and that the purpose 
of the acquisition is primarily to provide a primary benefi t to a private developer, 
in that, the Parking facility will: (1) provide upfront cash fi nancing to keep 
Nordstrom from leaving the downtown central business district; (2) provide free 
parking space for downtown merchants; and (3) strengthen property values in the 
downtown area.”

To overcome those arguments, he advised, a rationale was needed. Suggested 
Koegen: “The City will need to provide studies and research to support the fact that 
the primary purpose of the Parking Facility is to prevent or alleviate downtown 
traffi c congestion, and that the new Nordstrom store and related improvements 
will dramatically increase traffi c congestion, thereby further increasing the need for 
the Parking Facility.”
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As Sloane and other city offi cials anticipated, the city’s involvement in helping the 
Cowles expand and sell their River Park Square garage would bring a lawsuit from 
Spokane attorney (now council member) Steve Eugster. But they expected they 
would win the lawsuit in state court, and they were right. When the Washington 
Supreme Court ruled on Eugster’s appeal in November 1997, it held that while the 
public purpose of the River Park Square garage was “debatable,” the courts were 
bound to “defer to the judgment of the Spokane City Council if the public benefi t 
of this project is at least ‘debatable.’ “

“What the court really winds up saying,” Sloane told me in February, “is that the 
city’s involvement in the transaction is a legislative, public policy determination 
that they are not going to inquire into, because that, under separation of powers, 
is the province of the elected legislative body. The opponents may think it’s an 
unwise expenditure of public funds, but that’s not an issue for the court. There was 
legal consideration. Clearly the structure met the requirements of the law. Done 
deal.”

The root of what would become a problem, however, was that in mid-1996 the 
cost of helping the Cowles and Nordstrom with the garage purchase escalated 
dramatically. Over the strong objections of its own real estate projects manager, the 
city was persuaded by Cowles’ representatives to use a controversial “investment 
value” appraisal method to determine what to pay the Cowles for the garage. 
The appraisals caused what had initially been proposed as a $14 million garage 
acquisition to explode to $26 million.

The city council balked. Suddenly, the votes for a direct purchase of the garage by 
the city evaporated. Rather than try to negotiate downward in price, however, the 
city agreed to support the new $26 million sale of the garage, not to the city, but 
to a non-profi t organization. The plan was for the brand new Spokane Downtown 
Foundation to buy the garage for $26 million from the Cowles “on behalf of” the 
city and issue $31.5 million in tax exempt bonds to fund the transaction.

At that point in the project, the effort to parallel park the deal within the loopholes 
of the law bent some fenders. It now appears some gasoline spilled as well.

To begin with, Nordstrom and the Cowles wanted more from the city than a one-
paragraph assurance (proposed in Swinton’s February 1996 letter) that the garage 
would operate as a “fi rst class” facility. Ultimately, Nordstrom and the Cowles 
negotiated a 22-page parking agreement and a 19-page companion document of 
“parking covenants.” These contracts imposed a broad set of rules on how the 
garage would be designed and operated throughout the 20-year duration of the 
new Nordstrom lease (after which Nordstrom could extend it another 80 years). 
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Among other things, the garage would be operated to encourage “short-term” 
parking; advertising within the confi nes of the garage was prohibited; Nordstrom 
held veto power over any proposed name changes for the garage; and any future 
garage owner was obligated to participate in downtown parking validation 
programs sponsored by what is now the Spokane Business Improvement District.

These rules would not be considered unusual if the garage were privately owned. 
But, of course, the garage was bought from the Cowles “on behalf of” the City of 
Spokane. Moreover, this $26 million purchase was fi nanced with tax exempt bonds 
that are only eligible for transactions fulfi lling a public purpose.

How could the Cowles and Nordstrom enter into a binding private contract for the 
management of a garage that the Cowles had already agreed to sell to someone 
else? The answer is that by agreement with Nordstrom, the Cowles would bind 
future garage owners to its contracts with Nordstrom by attaching the contracts not 
to the garage but to the ground beneath the garage, ground on which the Cowles 
would retain ownership.

Getting the new owner of the garage to accept the Nordstrom contracts did 
not present much of a problem. The Spokane Downtown Foundation was a 
creation of Cowles lawyers at Witherspoon, Kelley, Davenport and Toole, the fi rm 
representing the Cowles’ interests in River Park Square and the Spokesman-Review 
newspaper. Indeed, from November 1996 to February 1998, the registered agent 
for the Spokane Downtown Foundation was none other than Duane Swinton, the 
lead negotiator for the Cowles in the River Park Square project. Likewise, there is 
no indication that the foundation board offered serious resistance to anything the 
Cowles wanted in the deal.

But diffi culties cropped up with the involvement of the PDA, the public entity 
that leases the garage from the foundation and is responsible for its operations. In 
signing the lease, the PDA agreed to the private parking deal already negotiated 
between the Cowles and Nordstrom.

Here surfaced a serious legal fl aw. With Sloane and other city attorneys defending 
it, the parking garage transaction sailed through challenges in state courts. But the 
substantive legal requirements for “On Behalf Of” transactions (known as “63-20” 
fi nancings in reference to the relevant tax rules) are federal rules that state courts 
simply lack jurisdiction to review. (It is noteworthy, however, that the parking 
agreements ultimately signed between Nordstrom and the Cowles were fi nalized 
only after the state Supreme Court reviewed the case and deferred to the city’s 
judgment about the “public” nature of the garage.)
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The new documents released by the City of Spokane show that Roy Koegen, the 
city’s veteran bond counsel, fought a losing battle to ensure the deal could survive 
serious inspection by the IRS.

As previously reported in this series (see Part 2, “Was the Garage Legally 
Financed?”) Koegen harbors serious doubts about the bonds sold to fi nance the 
purchase of the garage from the Cowles. His concern is that if the IRS ever looks 
closely at how the bond proceeds from the sale were used, the tax agency might 
fi nd that too large a share of the money went to the Cowles for private rather than 
public purposes. This would cost the bonds their tax exempt status and most likely 
lead to a punitive enforcement action against one or more parties to the transaction 
and bondholders themselves, who would then owe taxes on the interest generated 
by their investment.

The recently released documents clearly portray another of Koegen’s concerns 
about the legality of the transaction under federal tax rules. Specifi cally, Koegen 
argued that the privately negotiated parking agreements between the Cowles and 
Nordstrom constituted an unlawful private “encumbrance” upon the public use of 
the garage.

The paper trail shows that Koegen’s efforts to brief city council members and 
top city offi cials on the rules for “63-20” fi nancings began shortly after the idea 
had been raised in meetings with Cowles representatives in October 1996. The 
tangle of federal rules, he explained, are intended to establish that the public 
body that sanctions the fi nancing must have a “benefi cial” interest in the non-
profi t corporation during the period in which the bonds are being paid off. At a 
minimum, this meant that the public body sanctioning the fi nancing could move, 
at any time, to pay off the outstanding bonds and therefore acquire the facility with 
no strings attached.

But neither Nordstrom nor the Cowles were going to be satisfi ed without 
assurances that the garage would be run in a manner most benefi cial to Nordstrom 
and River Park Square.

In a letter to Koegen dated April 29, 1997, Swinton disclosed that “the only issue 
remaining concerning the Nordstrom lease [with the Cowles] is the Parking 
Covenant and Parking Agreement question, and that is precluding us from getting 
the Nordstrom lease executed.”

Koegen had confronted the issue before. In June 1996, when the plan was for the 
city to acquire the garage directly, he argued with Swinton that while the city was 
prepared to do its share in acquiring the garage for public use, it could not be 
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a party to elements of the parking contracts being proposed by the Cowles and 
Nordstrom.

“While the City legally can agree to maintain the Garage in a fi rst class condition, 
to charge reasonable rates, to provide appropriate security and to be open for 
operation for an established period each day,” he wrote, “it cannot delegate its 
authority to establish parking rates or to determine the adequacy of the City’s 
operation and maintenance activities, among others. These matters are extremely 
important and may impact the ability of the City to proceed with the acquisition.”

As it happened, of course, it was the garage’s ballooning price tag that caused 
the city to opt out of the direct purchase. But Koegen faced essentially the same 
issues because of requirements for the “63-20” fi nancing in which the foundation 
would buy the garage “on behalf of” the city. The documents indicate that even 
after Swinton’s blunt warning about how the impasse was holding up the crucial 
Nordstrom lease, the issue was still not resolved.

A second legal opinion strongly concurred with Koegen’s view that the Cowles’s 
parking contracts with Nordstrom were illegal.

Koegen chose to take an unusual step. To drive home his point, he sought an 
opinion from his former employer, Preston, Gates & Ellis, the state’s largest 
municipal bond law fi rm and the legal representative for the garage bonds sold by 
the Spokane Downtown Foundation.

The response, signed by PG&E lawyer William Mantle, strongly concurred with 
Koegen’s view that the Cowles’ parking contracts with Nordstrom were illegal 
because they violated IRS rules.

“Over the past months,” Mantle wrote back,”we have had many telephone 
conferences with the parties to this transaction in an attempt to craft a business 
deal that will comply with the tax rules and still meet the business requirements 
of the parties. We are aware of the importance of this project to the Spokane area, 
but have been blocked in all our attempts at crafting a business deal that meets tax 
rules.”

At this point, the paper trail in the city’s fi les simply peters out. If there are 
additional records on the matter, they are still being withheld on the basis of 
attorney/client privilege.

What we do know, however, is that the Cowles fi nalized the parking contracts with 
Nordstrom in May 1998. Three months later, the ground lease agreement stipulated 
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that the foundation would operate the garage under terms of the parking contracts 
the Cowles had previously concluded with Nordstrom.

Simultaneous with the signing of the ground lease with the Cowles, the foundation 
signed a “facility” lease agreement with the PDA. The parking agreements with 
Nordstrom are incorporated as exhibits to this “facility” lease. But the language is 
vague about the PDA’s obligations to abide by these contracts. For example, there 
is a declaration that “the Property” is not encumbered by “any agreements” that 
affect how the PDA can set parking rates. But the very next clause gives the caveat, 
“other than as is set forth” in the parking agreements between Nordstrom and the 
Cowles. The parking agreements between Nordstrom and the Cowles already set 
the initial parking rates ($1.50/hour) and further stipulated that future parking 
rates “shall be established with the goal of encouraging short-term parking in 
downtown Spokane.”

Earlier this year, when the PDA was considering how to initiate a monthly parking 
program to stop at least some of the garage’s fi scal bleeding, it received the 
aforementioned letter from Nordstrom. In two places, the letter quoted extensively 
from the parking agreement Nordstrom signed with the Cowles.

The letter closed with a request to the PDA that it “respect the agreements which 
your organization became a party to when it was assigned the lease to the parking 
garage by the Spokane Downtown Foundation.”

But how do the city and the PDA treat the agreements?

In his fi rst 1996 memo to the city council and city staff on the issue, Koegen 
noted that, “It may be appropriate” to apply to the IRS for an advance ruling on 
whether the arrangement among the parties satisfi ed the “63-20” rules. Koegen 
now confi rms this was never done. Something of an immediate crisis would have 
resulted if the IRS rejected the arrangement. Satisfying the IRS might well have 
come at the expense of assurances Nordstrom secured in its lease with the Cowles.

As it is, the Nordstrom lease is explicit about what happens if, for whatever reason, 
the parking covenants are not honored. Section 8.4 of the Nordstrom lease calls 
for Nordstrom’s annual rent payments to drop from $1.3 million per year to just 
$520,000 a year-an annual loss to the Cowles of $780,000.

In a recent interview, I asked Koegen if, in his view, the issues he and PG&E’s 
Mantle had raised about the parking contracts were ever resolved.

“No,” he replied. But he referred to language crafted into the lease agreement 
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saying that the PDA will lease the garage from the foundation subject to all 
conditions, including the Nordstrom/Cowles parking contracts, “to the extent 
permitted by law.”

In other words, Koegen inserted language that may provide the city and the PDA 
an escape clause if push comes to shove in legal actions contesting how the garage 
is managed.

Whether this carefully parsed clause protects the PDA is diffi cult to assess. As 
with the issue of whether the garage bonds are really tax exempt, this matter 
goes untested unless the IRS takes some interest in how the Spokane garage 
deal was put together. But it’s also clear that no such language exists to protect 
the Spokane Downtown Foundation which, as Nordstrom noted in its letter last 
February, signed a ground lease with the Cowles obligating the SDF to enforce the 
agreements.

This further begs an issue addressed earlier in this series (see “The Murky Role of 
the Spokane Downtown Foundation”). Was the Spokane Downtown Foundation 
really buying the garage “on behalf of” the city, or was it simply functioning as a 
necessary legal device for the Cowles’ purposes?

I raised this sensitive issue with Betsy Cowles during an April 4th interview. On 
the one hand she insisted that the foundation was “independent” of her family’s 
business interests. On the other hand she acknowledged what public records show-
that Cowles lawyers created the foundation. Moreover, in her answer Cowles 
referred to the foundation by a commonly understood federal tax designation 
“501(c)(3).” This is the part of the IRS code allowing federal tax exemption for non-
profi ts such as those organized exclusively for “charitable, religious, educational, 
scientifi c [or] literary” purposes.

Presumably, the Spokane Downtown Foundation applied to the IRS for 501(c)
(3) status as a charitable organization that was selling $31.5 million in tax-exempt 
bonds in furtherance of a broad mission to promote public welfare in downtown 
Spokane. Indeed, the articles of incorporation the foundation fi led with the 
Secretary of State’s offi ce suggested this. Under “purposes,” the foundation 
declared its activities as “exclusively charitable, scientifi c or educational” and cited 
fi rst among its planned activities: “to combat community deterioration and to carry 
out community revitalization and community economic development by receiving 
and administering funds exclusively for educational and charitable purposes.”

Section 501(c)(3) is referenced fi ve times in the foundation’s articles of 
incorporation, including the statement that the SDF “shall qualify as an exempt 
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organization under Section 501(c)(3) of the Code.”

As many organizations that apply for 501(c)(3) status learn, however, obtaining 
this designation from the IRS can be an arduous process. For the typical applicant, 
the IRS estimates it takes more than 9 hours just to fi ll out the initial paperwork 
required. If the IRS denies the application and issues what is known as an “adverse 
determination,” the consequences can be severe. Not only will the organization 
not be able to offer donors a tax deduction, but the adverse ruling normally invites 
further scrutiny by the IRS into the organization’s past and present activities.

As it turns out, however, the Spokane Downtown Foundation found an effortless 
way to avoid all of the tedious disclosure requirements and mandatory IRS 
scrutiny that come with the 501(c)(3) process. Despite the language in its articles 
of incorporation mandating that it “qualify” for 501(c)(3) status, the foundation 
simply never applied to the IRS for its federal tax status.

The foundation did not apply for 501(c)(3) nonprofi t status with the IRS because 
it didn’t have to. --Attorney Mike Ormsby

After the IRS confi rmed that the foundation had not been entered into its national 
data bank as a registered 501(c)(3) organization, I called Mike Ormsby. Ormsby 
is a Spokane attorney who works for Preston, Gates & Ellis, the fi rm which is the 
registered agent for the foundation and the fi rm which signed off on the sale of the 
tax exempt bonds.

Ormsby explained that the foundation had not applied for 501(c)(3) status because 
it didn’t have to.

“If we had a project or activity that involved seeking donations,” Ormsby 
explained, “I expect we would [apply], but at this point there is no reason for us to 
do so, because it wasn’t necessary for us to do so.”

What Ormsby meant is that it wasn’t necessary under federal or state law for 
the foundation to follow through and fi le as a 501(c)(3) in order to issue its $31.5 
million in tax exempt bonds. This was confi rmed by the IRS and Jeff Even, an 
assistant state attorney general assigned to the Secretary of State’s offi ce.

People who’ve formed small 501(c)(3) organizations to raise money for everything 
from the construction of church halls to helping kids go to summer science camps 
will likely see some irony in this. Groups wishing to form an organization to raise 
a few thousand dollars a year in tax exempt donations to help fund the travels of a 
youth baseball team must walk a gamut of IRS paperwork and inspection in order 
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to qualify as a 501(c)(3). In this instance, however, a very small non-profi t created 
at the initiative of a mall developer was allowed to sell tens of millions of dollars in 
tax exempt bonds to fund a parking garage catering to a Nordstrom store. All that 
was basically required of the Spokane Downtown Foundation was to fi le its articles 
of incorporation with the State of Washington and pay a $60 fi ling fee with the 
Secretary of State.

Robert Kaplan, a Seattle attorney who specializes in non-profi t corporation law, 
says state oversight of organizations like the Spokane Downtown Foundation is 
virtually non-existent.

“The Attorney General’s offi ce,” Kaplan said, “is not known for aggressively 
pursuing charitable organization issues.”

Assistant Attorney General Even agrees but says it is really a matter for the state 
legislature which, under the state’s non-profi t corporation act, requires minimal 
reporting and even less policing.

“In extreme circumstances,” Even said, “we could ask a court to liquidate assets, 
but they [these instances] virtually never occur.” The last one he could remember 
was in 1996 involving a non-profi t board for a cemetery.

I faxed to Even the Spokane Downtown Foundation’s articles of incorporation. 
Twenty minutes later he called back.

“This is interesting,” Even said. “This is charity language.”

Even went on to explain that under Attorney General Christine Gregoire, the offi ce 
does try to monitor and, when warranted, take action against organizations who 
are soliciting donations but only masquerading as charities. What was interesting 
about the Spokane Downtown Foundation, he said, is that it had wrapped itself 
in the language of a charity but not taken on charitable projects or made any 
charitable solicitations. Only if it did so, Even said, would the Attorney General’s 
offi ce have a meaningful basis for examining its activities.

There was only one governmental body whose approval and consent was 
necessary for the foundation to issue its more than $30 million in tax-exempt 
bonds: the Spokane City Council. By a November 27, 1996 resolution, the council 
instructed city staff to begin working with the new non-profi t corporation as part of 
the anticipated “63-20” fi nancing. That action, spokespersons for the IRS confi rm, is 
the only other state or federal requirement the foundation needed to fulfi ll in order 
to issue its bonds.



Camas Archive  —84—

I asked Ormsby if the foundation’s decision not to apply for 501(c)(3) status with 
the IRS had anything to do with wanting to avoid IRS scrutiny of the foundation’s 
origins and operations.

“No,” he replied. “I’m not at all concerned about the scrutiny of this project by the 
IRS or anyone else.”

Despite his confi dence, the garage deal did not withstand close legal scrutiny in 
one instance. Jim Emacio, chief civil deputy for the Spokane County Prosecutor, is 
skeptical about whether the garage is truly a pubic facility. For over a year, Emacio 
has been involved with Ormsby, Koegen, the Spokane County Assessor’s offi ce and 
assistant attorneys general assigned to the Washington Department of Revenue. 
At stake is the request from the foundation and the PDA that the garage be exempt 
from $208,000 in annual property taxes assessed on the garage structure.

The petition for the exemption relies heavily on the claim that the garage is being 
operated for public purposes.

In a June 26 letter to Ormsby, Emacio disagreed with that claim. The foundation, 
Emacio noted, had “clothed” its articles of incorporation “with extensive charitable, 
scientifi c or educational purposes” but, in his view, was party to ground lease 
provision agreements that benefi ted the Cowles as a private entity.

He encouraged Ormsby to refi ne his legal analysis and try again. In the meantime, 
property taxes on River Park Square parking garage have been past due since May 
1.

THE END

Copyright 2000 by camasmagazine.com
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A REPORTER’S NOTEBOOK (Nov. 13, 2000)
Tim Connor shares the full text of an interview with Betsy Cowles, the 
developer’s press briefi ng, plus the O. Yale Lewis report.

With the “Secret Deal” series we’ve been trying to exhume facts and offer insights 
about how the City of Spokane and the Cowles family approached the various 
agreements that led to the selling of the River Park Square garage. The garage 
transaction was the centerpiece of the public/private partnership between the 
Cowles and the city for the redevelopment of the Cowles’s River Park Square 
mall. Even as this partnership has been collapsing there remain several critical, 
unanswered questions about how it was put together and how certain decisions 
were made.

As I write, lawsuits continue to be fi led, and yet another leadership team prepares 
to take over at city hall in the wake of the November 2000 elections. Moreover, on 
the eve of the fall elections for the new strong mayor and council president, the 
city’s special counsel for River Park Square presented a preliminary report with 
important new questions about how the deal was put together. We are providing 
a copy of the report now, in this on-line archive, and hope to provide more 
information about it before the end of the year.

In the meantime, and while CAMAS still exists here in the reasonably low-rent 
space of the Internet, I wanted to start sharing other interesting materials that I’ve 
been working from in my reporting for CAMAS. As we were wrapping up work 
on the book version of the “Secret Deal,” I was continuing to transcribe and revisit 
tape recordings of my past interviews. The fi rst two I wanted to share were my 
April 4, 2000 interview with Betsy Cowles and a June 1, 2000 press briefi ng that 
Cowles and her lawyers called to specifi cally rebut my reporting and that of KXLY 
investigative reporter Tom Grant.

Both transcripts are verbatim with only minor exceptions. I lost a question and 
answer with Betsy Cowles during the April interview when the tape side ran out 
in mid-question. Although I’ve edited my questions in a few places for the sake 
of brevity, I’ve done my best to account, word for word, for her answers. Near the 
end of the June 1 press briefi ng transcript, I removed a few questions and answers 
dealing with short-term legal issues.

I’ve annotated both transcripts to comment on how certain questions and answers 
relate to other events and evidence in the investigation. {**Note: Looking like this.}
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One note on the press briefi ng. You can see that it was heated at times. It 
was contentious because what Cowles had summoned the news the media 
to report was that Grant and I had purposely misrepresented facts about the 
garage transaction. Yet, after making those charges at the outset, it was clear 
that neither she nor her lawyers were willing or able to document the alleged 
misrepresentations about how much money the Cowleses made on the garage 
deal. Instead, they wanted us and the other reporters to focus on how the garage 
was appraised prior to the sale. What they hadn’t realized is that Grant and I were 
fresh from interviews with several appraisers who had explained to us, in great 
detail, how the appraisals had been rigged in favor of the Cowleses. Obviously, this 
made the Betsy Cowles press conference more timely. Our reporting on the suspect 
appraisals was broadcast by KXLY and put up on the Internet only hours later.

Finally, I wanted to decode some of the acronyms and phrases that show up in 
these transcripts, roughly in order of their appearance:

AMC-AMC Theatres, which operates the cinema at River Park Square.

63-20-Stands for Internal Revenue Ruling 63-20, which allows for nonprofi t 
organizations to purchase public facilities “on behalf” of municipalities. In this 
case, the Spokane Downtown Foundation bought the garage for $26 million “on 
behalf of” the City of Spokane.

PDA-Shorthand for the Spokane Parking Public Development Authority, the small 
entity headed by former city manager Terry Novak that is now responsible for 
operating the garage.

RPS-River Park Square.

HUD-108: HUD is the Federal Department of Housing and Urban Development. 
The 108 designation comes from section 108 of the House and Community 
Development Act of 1974. This law allows federal loan guarantees for cities to 
fi nance activities that benefi t low and moderate income families. In practice, 
it allows cities like Spokane to leverage their annual allotment of Community 
Development Block Grant funds from HUD as collateral for the sale of notes, the 
proceeds of which are then actually loaned by the municipality to support the 
intended project(s). In this instance, the City of Spokane used the 108 program to 
loan $22,650,000 to the Cowleses for the redevelopment of River Park Square.

Keyser Marston: The San Francisco based fi rm, Keyser Marston Associates was 
contracted by the PDA last spring to prepare a new, long-term projection of 
revenues from operations at the River Park Square garage.
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-T.C.

To download documents:

O. Yale Lewis Report

RPS Press Briefi ng

Interview with Betsy Cowles
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THE POWERS PARADOX (Dec. 12, 2000)
After calling for full disclosure in the River Park Square controversy, the mayor-
elect tries to quietly quash a citizen lawsuit.

In one of his fi rst public appearances as a candidate for Spokane’s new strong 
mayor position, John Powers addressed a group of reporters in front of city hall. 
The subject was the River Park Square parking garage, and his message, that day in 
June, was full disclosure.

“First and foremost,” he said, “we need to get out all the facts. The developer’s 
attorney was quoted last week as saying that in the fullness of time, if forced by 
litigation, all of the information the public is asking for might be disclosed. The 
fullness of time is now.”

As his campaign gathered steam, Powers separated himself from incumbent John 
Talbott largely by stressing his own commitment to bringing people together. He 
criticized Talbott for setting a divisive course of “mutual destruction” on the River 
Park Square issue and insisted that the garage problem couldn’t be solved “if we 
spend the next six years embroiled in litigation.”

The course he would embrace, Powers said, puts negotiation and mediation ahead 
of litigation as a way of resolving what is, by any measure, the most debilitating 
civic problem Spokane has faced in recent memory. That message clearly resonated 
with voters in the November election. Still, other than insisting he would not 
engage in polemics, Powers the candidate was not very specifi c about how he 
would persuade the River Park Square developer to commit to negotiation or 
mediation.

Within days after last month’s election, however, Powers made a phone call to 
councilwoman Cherie Rodgers at home on a Sunday. It was a call, Rodgers says, 
that surprised her and left her perplexed as to the mayor-elect’s motives and 
approach. Powers fi rst invited Rodgers to be his guest at “Imagine Spokane,” a 
seminar aimed at improving the city’s fl agging civic image. Because of a prior 
commitment, she declined the invitation. But then, she says, the mayor-elect 
tried to enlist her aid in disposing of an impending lawsuit from a citizen group, 
Taxpayers for Accountable Government (TAG). TAG is led by civic activist and 
former council candidate David Bray, and the group’s planned lawsuit was 
expected to allege that the city joined with the River Park Square developer in 
a civil conspiracy to unjustly enrich the developer at the expense of the city. Up 
until Monday of this week (12/11/00, see postscript below) TAG’s lead counsel 
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was Mark Schwartz, a Bryn Mawr, Pennsylvania attorney, nationally known for 
his campaigns against municipal bond abuses. Schwartz has been a staunch critic 
of the River Park Square garage transaction and has fi led complaints about it with 
both the Internal Revenue Service and the Securities and Exchange Commission.

Rodgers is not a member of TAG, but she did, for a short time, join Steve Eugster 
in a lawsuit naming both the City of Spokane and Cowles family real estate 
companies as defendants.

Rodgers says she was taken aback in the way that Powers presumed she could 
infl uence TAG. She says she was even more surprised that Powers thought she 
would be willing to help remove TAG from the litigation.

“I told him I liked the TAG group being involved in the litigation because of the 
uncertainties about the funding for the city’s lawsuit,” Rodgers said. In her mind, 
the threat of lawsuits would be an important aid in negotiating a settlement 
favorable to the city. Plus, given the developer’s refusal to open its books, legal 
discovery may be the public’s only hope of ever learning all the details of the River 
Park Square deal, a project based on major public fi nancing.

Powers, she said, was undeterred and tried to change her mind.

“He was adamant that the developer [the Cowles family] would not negotiate with 
the city as long as the citizen suit was involved.”

The message Powers was delivering to her, Rodgers says, was the same one Cowles 
attorney Duane Swinton had delivered to the city in an ***October 16th letter in 
response to a set of negotiating proposals the city sent to Cowles attorneys in early 
September (***click here to see city’s proposals).

Near the end of his letter, Swinton bluntly addressed the political animosity that 
surrounds the negotiations. He complained about “the rhetoric that continues to 
emanate from Council members” and their efforts “to denigrate the contribution 
that the project [River Park Square] has made to downtown and to Spokane 
generally...

“This negative atmosphere has only been exacerbated by the attempt of David Bray 
and his lawyer, Mark Schwartz, both of whom have had some relationship with 
some Council members, to interject themselves into the litigation proceedings,” 
Swinton wrote. “As I indicated to you, the Developer cannot participate in a 
settlement unless all litigation is resolved as part of the settlement.”
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Rodgers says she couldn’t help but note that Powers had picked up on Swinton’s 
demand, and their conversation left her wondering, all the more, about how 
Powers is going to approach a settlement with Swinton and his clients. What, she 
wondered, is Powers’s strategy?

I had hoped to get Powers’s account of his phone call with Rodgers in a formal 
interview. After trying for weeks to arrange the interview, it was fi nally scheduled 
for the afternoon of December 4th. That morning, however, I received a phone 
message from Powers’s aide, Susan Brudnicki.

“John Powers has had something come up, an emergency, last-minute deal,” 
Brudnicki said. “It has to do with River Park Square, and he feels that it would be 
in everybody’s best interests” if the interview were rescheduled “a week or two 
down the road.”

In reply, I faxed Powers a request for a timely response to the essence of Rodgers’s 
account. I specifi cally asked two questions: was he seeking Rodgers’s help in 
getting the TAG lawsuit withdrawn; and did he base his assessment of the River 
Park Square position on conversations with Betsy Cowles or her lawyers?

Powers responded the following afternoon, leaving a lengthy recorded message.

He chose to answer the second question fi rst.

“You would like to know whether I have based any of my conversation or 
assessment of the situation with Ms. Rodgers based on conversations or 
meetings with Mr. Swinton, Mr. [Les] Weatherhead, or Ms. Cowles, or any other 
representative of the River Park Square developer. The answer to that question is 
no.”

(Swinton, for his part, says he has not talked to Powers about the River Park Square 
impasse.)

As for the fi rst question, about what Powers recalls telling Rodgers, he said:

“Not being a lawyer, I’m not sure she fully understood in context my concerns 
regarding yet another lawsuit to be fi led in the River Park Square litigation by 
TAG. My statement to Cherie was that I believe that yet another suit by anyone, 
but in particular by a political action committee, or by TAG, which is tantamount, 
I believe, to a political action committee, would exacerbate-my words were 
exacerbate-the political nature of the litigation. And that I thought that could 
inhibit-inhibit -the litigants’, parties’ opportunities to come to the table and try and 
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negotiate a global settlement that would be benefi cial to the community.

“So that was my statement. There was in no way an intention to indicate that I 
would ask her, or anyone at TAG, not to bring a meritorious suit. But my question 
was this: what claims are there that have not yet been brought, that cannot be 
brought by Mr. Yale Lewis, who is litigation counsel on behalf of the city? And I 
really never got a satisfactory answer to that question. And I think that question 
is one that needs to be examined, and that is, what claims are there relative to this 
matter that Mr. Yale Lewis, representing the city as special counsel in litigation 
relative to River Park Square, what claims can he not bring? And I’m still not 
certain of that. So, that was my statement to Councilwoman Rodgers.”

At his request, I returned his call, reaching him on his cell phone in what sounded 
like a rather crowded room. I asked if he had seen Swinton’s October 16th letter. He 
said he didn’t recall seeing it and that he based his understanding of the situation 
on a briefi ng from Lewis. He emphasized how the “highly political” nature of 
the TAG group would be a serious “impediment” in reaching a “global solution” 
and re-emphasized that he was not trying to thwart any lawsuit that might be 
“meritorious.”

In explaining the cancellation of our interview, Powers allowed that there really 
had been no River Park Square emergency. It was just his harried schedule. An 
appointment for the full interview with the mayor-elect was rescheduled for 
December 21st.

P.S. In an odd twist of fate, the same day that TAG received its certifi cate of 
incorporation from the State of Washington, it decided to dismiss Schwartz as 
its lead counsel. The reasons, according to Bray, were a combination of a lag in 
fundraising and the fact that legal advice from Schwartz is, in Bray’s words, 
“expensive.” Schwartz learned of his dismissal at city hall halfway through 
Monday’s council meeting. Schwartz, for his part, said he had paid for his own 
plane ticket to Spokane this week. As it turned out, he was one of the evening’s 
last speakers. He informed the council he was no longer TAG’s attorney and then 
spoke for several minutes. Schwartz reminded the council he had appeared before 
them in 1998 to warn them against going ahead with the River Park Square garage 
transaction that has since brought the city such misery. After listing several bitter 
criticisms of the 1997 city council and Roy Koegen, the city’s bond counsel, he said 
the escalating problems with the River Park Square parking garage amounted to 
Spokane’s very own “Perfect Storm.”

THE END
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To download documents: City’s Three Proposals to Developer, Sept. 5, 2000

Duane Swinton letter to City, Oct. 16, 2000
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POWERS PLAY (MARCH 8, 2001)
The new mayor and his lawyers aren’t asking such unpleasant questions as 
“Was there a conspiracy behind River Park Square?” and “How was the money 
spent?” Instead, they’re going after a fall guy.

During last year’s contentious mayoral campaign, Mayor John Talbott tried to cast 
John Powers as an establishment candidate who’d been drafted to return the reigns 
of the city to its traditional downtown power base. It didn’t work.

In one swift gesture last June, Powers seized the incumbent’s best issue. Just as new 
evidence was coming to light supporting Talbott’s views that the River Park Square 
deal between the city and the Cowles family was corrupt, Powers summoned the 
media.

“We need to know what happened,” he proclaimed. “We need to know where the 
mistakes occurred. We need to know who bears responsibility for those mistakes.”

Earlier that week, Cowles attorney Les Weatherhead instructed reporters that his 
client would only disclose fi nancial details of its $26 million sale of the River Park 
Square garage, if forced through litigation, “in the fullness of time.”

“The fullness of time,” Powers pronounced on the doorstep of city hall, “is now.”

The Powers campaign went on to capture the hearts and energy of a large cadre of 
swing voters who consider themselves progressive and reform-minded and who 
saw in him someone who was as optimistic and principled as he is bright. The 
result was measured in a stunning ten percentage point victory.

But in his fi rst major decision, Powers has made a move that effectively rescinds 
his vow to get at the truth of the garage fi asco. In early February the new mayor 
changed the city’s lawsuit against the RPS developer. The amended complaint 
drops his predecessor’s charge of a civil conspiracy-to divert public funds for 
private use-and discards a previous assertion about the city’s right to a full 
accounting of how the money was spent.

In this sense, the Spokesman-Review headline-”Mayor Gets Tough on Garage”-
got it precisely backwards. As Powers’s special counsel Laurel Siddoway 
acknowledges, the move was in fact designed to reduce tensions between city 
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hall and the Cowles family. According to Cowles attorney Les Weatherhead, the 
Powers/Siddoway olive branch was understood and appreciated.

In place of the conspiracy argument, Siddoway and Powers advanced a new 
theory and offered up a new scapegoat. The new theory is that the 1997 council 
didn’t understand and/or really lend its legal approval to a key element in the 
fi nancing plan for the garage. The new scapegoat is Roy Koegen, the city’s veteran 
bond counsel who was the lead architect in designing the deal’s complex fi nancial 
underpinnings.

Both arguments are built upon omissions or distortions of well-documented or 
readily available facts. Nevertheless, the new case was advanced with the hope 
that it would accelerate settlement negotiations with RPS developer Betsy Cowles. 
It was also advanced with the expectation it would enlarge and expedite the 
city’s exposure to a multimillion-dollar lawsuit from bondholders and trigger a 
threatened claim against the city. This expectation was realized late last week. U.S. 
Bank Trust fi led its predictable $31.5-plus million claim, charging violations of 
securities laws, fraud and misrepresentation.

Why would Powers and his special counsel concoct such ill-founded arguments 
and increase the city’s risk of being sued for securities fraud? While the answer 
may not be clear for some time, half an answer is already in hand. Whatever this is 
about, it is not about identifying and holding accountable the people who bear the 
most responsibility for a misguided deal gone bad.

Powers’s legal strategy is his fi rst answer to the biggest question that awaited him 
on River Park Square. Would he accept a resolution to the garage impasse at the 
expense of a full accounting?

In December, Powers asserted that a RPS resolution and the full disclosure of the 
facts behind the deal “are inextricably tied. It’s which comes fi rst? They both have 
to come eventually. And for the public to trust a resolution that the council will get 
behind in good faith and say, ‘We support this resolution of this problem on these 
facts,’ the public’s going to need to know and trust these facts.”

In Powers’s comments and deportment, however, there is a testiness about the civic 
confl icts the controversy has created. Early on, he criticized Talbott for fueling an 
imbroglio that was “destroying business confi dence” in Spokane. In contrast, he 
promised a much more positive approach to settling the problem.

“I don’t think our challenges are as much about River Park Square as they are 
about whether or not the community is willing to serve a higher calling and a 
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common agenda, as opposed to ‘this was a bad project and I’m going to prove to 
you it was a bad project,’ “ he said.

Siddoway says she wants to help Powers fi nd “the earliest, most reasonable 
solution” to River Park Square, so that he can apply his energies to reinvigorating 
Spokane.

In addition to softening the city’s confl ict with the Cowles family, Siddoway is 
asking Superior Court Judge James M. Murphy for an expedited hearing to rule on 
the merits of the key points of the amended complaint. The intention is to move 
discovery along and require a settlement conference.

It isn’t just the political gridlock that Powers would like to quickly resolve. He’s 
also worried about the city’s credit rating. Last June, Moody’s Investor Services 
downgraded three categories of Spokane bonds (a total of $116.2 million in 
outstanding debt). The city, noted Moody’s, “has shown a disturbing reluctance 
to honor fi nancial commitments” made in connection with the River Park Square 
garage. The city’s bonds were put on Moody’s “Watchlist” for further downgrades, 
and there they’ve remained.

“The city’s unusual for being kept on the Watchlist for this long,” says Moody’s 
vice president and senior analyst Dari Barzel. “Generally, these matters are 
resolved much more quickly.” Translation: Spokane’s bonds could be downgraded 
again at almost any time.

Although it seems illogical, the Powers/Siddoway tactic is actually intended to 
respond to such pressures from the fi nancial markets. At fi rst glance, the mayor’s 
gambit looks like just another ploy to escape the commitment that Moody’s and the 
rest of the fi nancial community believe the city made back in 1997. Yet if, as Powers 
hopes, it hastens a settlement, then he can offer the markets the stability they want 
to see.

The Powers/Siddoway decision to drop the civil conspiracy allegation from the 
previous complaints fi led on the city’s behalf by Seattle attorney O. Yale Lewis is no 
small matter. Following that evidence trail was what half the city council members 
and many others expected would lead to the “full disclosure” Powers promised in 
his campaign. That prospect clearly galled Betsy Cowles and her attorneys.

In one of the last exchanges between Yale Lewis and Cowles attorney Duane 
Swinton before the fall election, Swinton wrote than any settlement between his 
client and the city “must include a full retraction of all allegations made so that no 
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cloud is left hanging over the Developer’s head with regard to the false accusations 
that have been made.”

In removing the civil conspiracy allegation, Siddoway explained she has not seen 
nor developed the evidence that she needs to “plead aggressively.” She also said 
that the actions of people who would be implicated in such a charge could, in her 
view, “be explained without alleging a civil conspiracy.”

Councilwoman Cherie Rodgers says Siddoway told her the conspiracy charges 
were dropped for political reasons.

“If that’s what she heard,” Siddoway said about Rodgers’s statement, “That’s not 
what I thought I said.” But then Siddoway quickly added that she thought it was 
“very destructive of settlement negotiations” and “of the political atmosphere 
generally to be making those kinds of allegations without much evidence that 
they’re fair.”

Cowles attorney Weatherhead agrees. “There was never any chance we would 
negotiate in a way that would lend credence to wrongdoing by my client.”

Neither Siddoway nor Lewis would comment about whether Lewis agreed with 
the change in strategy.

In Cold Pursuit of the Conspiracy

If there is a case for a civil conspiracy involving the RPS developer and city 
offi cials, there are a few obvious places to look for it. Most suspicious is 
the lingering dispute over whose idea it was to commission a controversial 
“investment value” appraisal of the garage. The decision to do an investment 
appraisal occurred after the city council had adopted a resolution in June 1995 to 
issue up to $15 million in revenue bonds to purchase the expanded garage from the 
Cowles family.

But when Betsy Cowles decided she wanted a lot more than $15 million for the 
garage, the city’s real estate manager, Dennis Beringer, found himself being 
directed to go along. Beringer was adamant that an income-based appraisal-a 
standard method for determining the market value of an income-generating 
property- was the proper method. He was overruled, and the investment appraisal 
done over his objections was used by Cowles and her lawyers to legitimize the 
eventual purchase price of $26 million. Beringer and former deputy city manager 
Pete Fortin insist the investment appraisal method was forcefully urged upon the 
city by Cowles and her negotiators. Bob Robideaux, RPS project manager, denies 
this and says the idea came from the city.
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If the new mayor and his legal counsel wanted to look into the substance behind 
the original lawsuit’s charge of conspiracy, they should have questioned Fortin and 
Beringer. However, Fortin says he did not talk to Siddoway prior to her issuing her 
amended complaint. Beringer says Siddoway did talk to him, but that she was only 
interested in his views on who should do another appraisal on the property.

A career professional in city hall was pressured into a transaction he considered 
unethical.

In her amended complaint, Siddoway gingerly handles the volatile garage 
appraisal with the same point stressed by the developer. “The Developers and 
their agents,” she wrote, “had made the case to the City that a purchase price 
determined by a traditional fair market value appraisal would not adequately 
compensate the Developers for the value of the Parking Garage...”

That’s the polite version. In real estate manager Beringer’s account, which Fortin 
supports, we see a career professional in city hall who tried to stand up to the 
pressure of a transaction he considered unethical. The available facts also show 
that as a direct result of Beringer being overruled, the Cowleses garnered several 
millions in additional tax-exempt bond proceeds that were used for their private 
purposes. Cowles, in a taped interview last April, even suggested her family could 
have used some or all of the garage sale proceeds on their new KHQ broadcast 
complex downtown had they so chosen. She has subsequently denied this 
happened.

Because federal tax rules limit the amount of “private inurement” on tax-exempt 
bond proceeds to 10% of the bonds issued (in this case, $31.5 million), even before 
the garage bonds were sold, critics maintained the deal violated the law.

The Internal Revenue Service sent a letter last month notifying the city that the IRS, 
as part of a compliance examination beginning in March, will investigate how the 
garage bond proceeds were spent.

In interviews last winter city bond attorney Roy Koegen admitted several 
misgivings about the way the garage deal was put together. Based on information 
he said he had only recently become aware of, Koegen indicated he was unsure 
that the tax-exempt designation given the bonds in 1998 could withstand serious 
scrutiny. Although Koegen has been criticized for not providing an independent 
opinion to his client, the city, it is the issuer’s bond counsel who is responsible, 
under law, to certify the bonds’ tax status. In this deal, that responsibility belonged 
to Preston, Gates & Ellis, which, through local attorney Mike Ormsby, represented 
the bond issuer, the Spokane Downtown Foundation, in the transaction.
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Last year, Ormsby served as the treasurer for the John Powers for Mayor campaign. 
Powers, who recruited Ormsby directly, said he did so on the basis of Ormsby’s 
political experience and record of community involvement, which, he said, is “far 
more important than his involvement in a particular transaction.”

Siddoway’s current legal approach-which Powers says he wholeheartedly 
supports-is both simple and complicated. It deliberately goes after the work 
Koegen did and leaves Ormsby and his fi rm alone. Even attorney Mark Schwartz, 
a former Prudential Securities investment banker who became one of Koegen’s 
biggest critics over the RPS deal, believes Koegen is being singled out unfairly as 
part of a strategy to divert attention from a broader pattern of wrongdoing.

“Roy Koegen is a convenient scapegoat and perhaps an appropriate one,” Schwartz 
said. “But there are other people at the table.” Schwartz considers the Powers/
Siddoway argument-that Koegen and his fi rm can be held legally liable for an 
opinion signed by then-city attorney Jim Sloane-as “delusional.”

A Curious Strategy

Siddoway’s new legal theory was delivered into a confusing and heated political 
environment, which was churned up all the more with a unanimous state supreme 
court ruling in February in the city’s favor. The ruling said Spokane’s charter 
prevents city offi cials from making loans to the garage without a vote of the current 
council.

Aside from dropping the conspiracy allegation, the primary feature of the amended 
complaint is a remarkable claim. Siddoway asserts that the 1997 council’s pledge 
to loan parking meter revenues did not legally authorize the cash fl ow features in 
contracts that were later signed between the Spokane Parking Public Development 
Authority (PDA) and the Spokane Downtown Foundation. If the court agrees, 
the argument could have an extraordinary effect. By Siddoway’s interpretation, 
it would mean that the PDA (which operates the garage under a lease from the 
foundation) must take money it receives from garage customers and apply it fi rst 
to operations and ground expenses. The city is only obliged to loan money to cover 
those expenses.

It is an electrifying argument. To date, the assumption of both the Cowleses and the 
city has been that the city has to loan the garage money based on the fl ow of funds 
described in the PDA’s leases. These leases say bond debt service gets paid fi rst. 
And because bond debt service has consumed essentially all the monthly parking 
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revenues, the PDA has had no money left over to pay ground rent and operations. 
The PDA, in other words, is broke.

Siddoway’s brief turns this upside down. It contends that the council never 
offi cially intended, or authorized, that bond debt service would get fi rst call on 
garage revenues. If the court agrees, this changes everything. Although the PDA 
has no hope of paying all its bills, garage revenues since last summer have been 
more than suffi cient to pay the two loan-pledged items-operations and ground 
expenses. That comes to about $130,000 per month. Thus, if debt service gets paid 
after operations and ground rent-per Siddoway’s argument-then the city is on the 
hook for little, if any, obligation. Financially at least, this would be great news for 
the city.

However, it would be devastating news for the PDA, the foundation, bondholders, 
and the River Park Square developer.

The council’s immediate, positive reaction to the Siddoway ploy obscured behind-
the-scenes chaos at city hall. Contrary to the impression from news accounts, 
Powers had not brought the council along behind him. By two accounts he arrived 
late to, and left early from, his own closed, special meeting with the council on the 
matter on Tuesday, February 6th. The following week, Powers and Siddoway asked 
the council to schedule a vote on February 19th to loan money to the PDA under 
Siddoway’s new formula. But as council members examined the gambit, support 
for it evaporated. By Thursday, the mayor and his lawyer decided a council vote 
wasn’t such a good idea; they quietly pulled the resolution.

Council members may have made a lousy and unprincipled decision, but there’s 
no evidence they didn’t understand it.

The more important issue, however, is how the legal strategy confl icts with the 
values Powers articulated so well as a candidate. Former city manager Terry Novak 
observed last year that the 1997 council members who approved the garage deal 
lacked the “political courage” to be forthright about what they were doing. Powers 
himself argued that full disclosure on River Park Square was necessary because 
“the destructive level of cynicism and distrust,” spawned by the controversy, “has 
reached a point of paralyzing this community.”

Yet Powers’s current legal tactic is calculated to ignore or twist more facts than it 
embraces. Simply put, the 1997 council may have made a lousy and unprincipled 
decision with its vote on the garage deal, but there’s no evidence that it didn’t 
understand and intend to do what it did.
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The record says council members knew what they were voting on, and not one of 
them has stepped forward publicly to say otherwise.

“The question is,” said former council member Jeff Colliton, “how could the bonds 
have been sold if the arrangement was any different?”

Siddoway’s argument is that the council did not legally stencil its approval of the 
fl ow of funds. Yet, there is overwhelming evidence they intended to do so. For 
example, the record shows that both Roberta Greene and Orville Barnes (1997 
council members who served, at the time, on the council fi nance committee as well 
as the PDA board) were present at meetings in San Francisco in early December 
1996 at which the crucial fl ow of funds was worked out with bond underwriters. A 
December 10, 1996 memo from Koegen clearly describes the agreement.

The opportunity to get Perkins Coie to the settlement table arises because of 
a letter signed by then-city attorney Jim Sloane in September 1998 at the time 
the bonds for the garage were fi nally sold. The letter is part of a standard set of 
“closing opinions” that the federal Securities and Exchange Commission requires 
in municipal bond deals. It says, among other things, that the city signs off on that 
part of the bond statement telling bond buyers that the fi rst call on River Park 
Square garage revenues is bond debt service.

In pushing her argument that the Sloane letter misrepresents the council’s action 
in January 1997, Siddoway realized that she and Powers were further inviting a 
securities suit against the city. But there is a method to this apparent madness, 
because this is how the scheme tries to collar Koegen and Perkins Coie.

“If the City is sued as a result of Mr. Sloane’s opinion,” Siddoway wrote to council 
president Rob Higgins, it “would in turn look to Perkins Coie” to pay resulting 
damages. Moreover, she wrote, the city expected “to invite Perkins Coie to 
contribute to the settlement solution” and that she had already discussed this with 
counsel for the River Park Square developer.

Since recently retiring as city attorney, Sloane has joined the Perkins Coie law fi rm.

Neither Koegen nor Sloane would comment about the move, except to indicate 
that they thought the record spoke for itself. In fact, the council’s statements and 
a raft of supporting documents clearly show that Koegen was operating with the 
full approval and encouragement of the 1997 council. The ordinance itself may 
not detail the crucial fl ow of funds, but it does reference the pertinent documents 
and specifi cally delegates authority to Perkins Coie “to take all acts as appropriate 



Camas Archive  —101—

or necessary to carry out and complete the transactions contemplated by this 
Ordinance.”

Mark Schwartz, the attorney who has repeatedly criticized Koegen for not standing 
up against the garage deal in the fi rst place, says he now believes Powers and 
Siddoway are targeting Koegen in order to distract attention from a much broader 
conspiracy involving city offi cials.

Schwartz’s conjecture: “They are just hoping against hope that this [conspiracy 
evidence] will go away.”

Jim King, a lawyer working pro bono to represent the beleaguered PDA, found out 
about the mayor’s new legal strategy the same way most of the rest of Spokane 
did-after it was announced to the press. He says this was disappointing to him 
because he had specifi cally called Siddoway, shortly after she was appointed, to 
offer his help in solving the garage impasse.

King views the move against Koegen as tantamount to a charge of “legal 
malpractice” and says from his own review of the case, there is no basis for it. He 
also thinks it will likely backfi re.

“This action,” King said, “will spawn protracted and expensive litigation” 
involving the city, Perkins Coie, the bondholders’ trustee, and other parties.

It is especially misguided, he said, to believe Perkins Coie would “write a big check 
without a long, protracted fi ght.”

“I think the motivation for this is legally naive,” King continued. “If the thinking 
was that it will foreshorten litigation, draw people toward a settlement and stop 
the bleeding for everyone, I think it was mistaken.”

More so than other politicians, the new mayor has talked about the need to address 
public cynicism in Spokane and his own desire to provide leadership based upon 
“moral suasion.” In December Powers raised the intriguing question of whether 
full disclosure would come before or after a solution. The question raised by his 
fi rst major decision is whether he is now any closer to either.

THE END

Copyright 2001 by camasmagazine.com
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ALL IN THE FAMILY — PART 1 (MARCH 22, 2001)
In the evolution of Spokane’s controversial public/private partnership, 
boundaries blurred between the Spokesman-Review, the Cowles mall, and 
the city. Can citizens trust the daily newspaper to provide fair reporting on the 
publisher’s business interests?

Good Paper, Troubled Reporters

Spokesman-Review reporter Jim Camden wasn’t sure his boss had a good idea. 
Chris Peck, the Review’s top editor, wanted to hold a “credibility roundtable” and 
invite the public to critique the newspaper’s coverage of River Park Square.

“’Are you sure?’” Camden says he asked Peck. “’You really want to do this?’ My 
thought was it was going to be a disaster.”

With a “National Credibility Roundtable” grant from the Ford Foundation, 
newspapers around the country this year are convening discussions with their 
readers to help evaluate how to serve them better. As this year’s president of the 
AP Managing Editor’s Association, Peck wanted to set a good example by having 
the Spokesman-Review host the fi rst of these discussions.

Camden had reasons to worry about choosing River Park Square as a topic. The 
Cowles family owns the Spokesman-Review; the Cowles family owns River 
Park Square. Over the past fi ve years, River Park Square has emerged as one of 
America’s most controversial public/private partnerships. Camden was aware of 
awkward issues in the newspaper’s handling of the story.

The Good Paper has not reported on some of the most sensitive aspects of the 
Cowles family’s involvement in River Park Square. Among the unreported stories:

* The extraordinary pressure exerted on city offi cials by Betsy Cowles and her 
development team to go along with parts of the project that they considered 
unethical and in some cases illegal.

* The role of the newspaper’s First Amendment attorney, Duane Swinton, in 
keeping one of the most controversial aspects of the project from public view.

* A decision by editors, over the objection of reporters, to sit on a key document 
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showing why the city’s attorneys were bothered by risks to Spokane posed by 
Betsy Cowles’s deal-making.

Were these honest mistakes? Or did the Good Paper allow itself to become a 
political and business instrument of the Cowles family?

It’s a painful subject for all concerned. It casts a cloud over the entire city, because 
it raises a question about whether the community’s only daily newspaper can be 
trusted to report without bias on the publisher’s extensive business interests. It 
casts a cloud over the Cowles legacy because of decisions made by Stacey and 
Betsy Cowles, the brother and sister who respectively manage their family’s 
newspaper and real estate operations. But for no one is this situation more diffi cult 
than the reporters and editors of the Spokesman-Review.

In the conference room adjacent to editor Chris Peck’s offi ce, the walls are papered 
with awards and citations for journalistic excellence. The Columbia Journalism 
Review, the profession’s bible, ranks the Spokesman-Review among the 25 best 
daily newspapers in America, rating it superior to dailies in much larger cities. 
Talk to Peck for fi ve minutes and his pride in the achievements of his colleagues is 
obvious.

But although the Spokesman-Review’s reporters regularly shine in handling 
some of the area’s darkest stories-North Idaho’s neo-Nazis, the human and 
environmental toll of nuclear weapons manufacture-when they walked down the 
street to cover River Park Square they entered a twilight zone. They found a story 
fraught with glaring fi nancial problems and apparent legal violations, a story that 
their own employers had effectively placed off-limits.

On the afternoon of January 23, Chris Peck went ahead with his “Credibility 
Roundtable,” an open discussion of the paper’s River Park Square reporting. About 
two dozen invited readers attended, Peck estimates. Reporters and editors were 
present, including Camden, who admires Peck for holding the meeting. Attendees 
generally faulted the newspaper for not doing a better job of explaining the story, 
according to KPBX news director Doug Nadvornick, one of the participants.

But outsiders weren’t the only critics. As he warned Peck he would do, Camden 
raised a matter that had long troubled him. It concerned a 1997 River Park Square 
report by the accounting fi rm of Coopers and Lybrand.

That report, said Camden in a recent Dateline Spokane interview, “had warning 
fl ags in it” that predicted River Park Square’s coming crisis. Camden found it 
noteworthy that, “really with not very much discussion,” the 1997 city council 
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passed its controversial emergency off-street parking ordinance the same evening it 
heard the cautionary Coopers and Lybrand report. (The ordinance, which pledged 
the city’s parking meter funds, was necessary to fi nance the River Park Square 
garage with tax-exempt bonds.)

At that fateful January 27, 1997 council meeting, Coopers and Lybrand’s Mike 
Wenzell had come from San Francisco to deliver a blunt summary of the 
accounting fi rm’s fi ndings. He referred to the cost of the garage as “exceptionally 
high,” predicted a “signifi cant hole” in projected parking revenues, pointed out a 
suspicious transfer of funds to the developer (potentially illegal because of federal 
requirements for tax-exempt bonds), and noted the Cowleses’ refusal to provide 
key fi nancial records.

“Are there any questions of Mr. Wenzell?” Mayor Jack Geraghty asked the council. 
There were none.

To some observers, one of the next speakers seemed to be attending a different 
meeting. Betsy Cowles came to the podium, introduced herself as the president of 
the two companies that own River Park Square, and told the council that she was 
“very happy to see the kind of detail that Coopers and Lybrand went into. Not only 
did it make me feel more comfortable because it reinforced a lot of the things that 
we’ve been saying over these many months, but I think it is a good report for you 
all and will hopefully give you a level of comfort of what the project is about.”

The report didn’t give Jim Camden a level of comfort at all. He says he and 
other Spokesman-Review reporters wanted to dig into the Coopers and Lybrand 
fi ndings. Editors overruled them.

Reporters understood their stories were sent “upstairs” for more than spell-
checking.

Spokesman-Review readers learned from Alison Boggs’s story the next morning 
only the barest facts. The city council had given its fi nal approval to the $100 
million downtown redevelopment project, even though “the garage’s parking 
revenues could be put at risk because of parking validation programs.”

In other words, the city council ordered the Coopers and Lybrand study (at a cost 
of $80,000), then ignored its serious warnings. Spokesman-Review editors ignored 
them, too, against the recommendation of a veteran reporter.
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Rewriting River Park Square

Four years later, Camden brought this up at Chris Peck’s public roundtable 
discussion. The reporter was agitated enough that EWU journalism professor 
William Stimson, one of the invited guests, thought Camden “had something he 
wanted to get off his chest.”

Reporter Oliver Staley had something he wanted to get off his chest, too. Another 
guest asked publisher Stacey Cowles if River Park Square stories had received 
special editing treatment from him or his sister. No, said Cowles; he only checked 
the stories for spelling. (At least one Spokesman-Review reporter found Cowles’s 
statement insulting. It was generally assumed, said the reporter, that the policy of 
sending River Park Square stories “upstairs” involved more than spell-checking.)

On the spot Staley registered his disagreement with Cowles’s offhand assurance. 
The young city hall reporter then said a River Park Square story of his had been 
rewritten over his objections.

When asked recently about this incident Staley explained that the story in 
question was fairly innocuous. It merely pointed out that the Spokane Nordstrom 
store would not have many of the lavish features of the Seattle fl agship. Staley’s 
recollection was that Nordstrom itself wanted this understood so as not to falsely 
raise expectations in Spokane.

“I feel that if we were writing about a new Bon Marche,” said Staley, “I don’t think 
the story would have raised any eyebrows. But it did raise eyebrows, and I was 
given an opportunity to either rewrite it or not run it. I said, ‘I think we should run 
it, but I’m not going to rewrite it.’ It was rewritten.”

Staley wouldn’t tell me who rewrote it. (Chris Peck subsequently told me the story 
was rewritten by a business editor.)

Why was it rewritten?

To satisfy concerns of River Park Square’s “landlord,” said Staley. Was that a 
reference to Betsy Cowles?

“That’s how it was related to me,” said Staley. “My understanding is it was read by 
both Stacey and Betsy, and both Stacey and Betsy had concerns about it... I was not 
in a room with Stacey and Betsy. There was a sort of a shuttle diplomacy kind of a 
thing, where my stories would be taken upstairs and discussed and brought back.”
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Were stories involving the Cowleses handled differently from other stories?

“Oh, clearly,” he said. “They’re the only sources who pre-approve the story.”

According to Staley, the attitude toward reporting on River Park Square has since 
changed at the Spokesman-Review. Until 2000, he says, there had been a “top-
down philosophy that... this is not a story that we are going to aggressively report.”

Staley says he isn’t exactly sure why the newspaper decided to begin reporting 
more thoroughly on River Park Square. Whatever the reason, by the time he and 
Camden began working the story, the mall deal was set in concrete.

Staley says Spokesman-Review reporters have long “chafed” about the problem 
posed by their owners’ involvement in River Park Square. “As you can appreciate, 
it’s not something you’re really enthusiastic about. It’s a real uphill battle in terms 
of morale. It’s kind of hard to muster the enthusiasm to wade into a situation that’s 
a real confl ict of interest.”

News Judgment

But Staley’s boss, editor Chris Peck, denies any dampening effect caused by Cowles 
fi nancial and political interests. On the March 7, 2001 edition of KPBX’s “On The 
Record,” Peck gave unequivocal assurances that the Spokesman-Review’s coverage 
of River Park Square has “been driven by our journalistic mission, not by some 
corporate mandate from the Cowles family.”

Two of Peck’s editorial decisions call those assurances into question.

On March 29, 1998 Peck authored a column accusing Mayor John Talbott of “civic 
terrorism.” Talbott’s crime was to question the wisdom of leveraging fi ve years of 
Spokane’s Housing and Urban Development (HUD) federal block grant money to 
help fi nance River Park Square. It seemed too risky, said Talbott.

Talbott was “blowing smoke,” wrote Peck. Peck cited corroborating analysis from 
community development program director Mike Adolfae. Peck attributed to 
Adolfae the assurance that the most the city stood to lose was $14,000, a paltry sum 
compared to the city’s current credit rating losses.

Adolfae asserts that not only did Peck incorrectly characterize Adolfae’s 
position, Peck ignored warnings that Adolfae says he has been raising since 
1995. According to Adolfae, Spokane’s HUD loan to River Park Square lacks the 
security recommended by federal guidelines. Far from being critical of then-Mayor 
Talbott, Adolfae echoed his concern and says he informed the developer in writing 
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that federal guidelines required such a letter of credit. The Cowleses somehow 
managed to negotiate that requirement away; Adolfae never knew how.

According to Adolfae, the reporting in Peck’s column was grossly inaccurate. It 
also served a political purpose favorable to Peck’s employers. “Chris wrote that 
column to embarrass John Talbott,” says Adolfae.

At least as questionable as the above column was a decision Peck’s colleagues say 
he and editor Scott Sines made not to publish a memo in which city attorneys Jim 
Sloane and Stan Schwartz expressed worries about the controversial Nordstrom 
lease.

Cornerstone of the River Park Square project, that lease is pivotal to understanding 
not just the risks and obligations of Cowles real estate companies, but the risks 
and obligations of the city as well. One remarkable provision of the lease is that it 
requires the Cowleses to enforce upon their public partners a set of agreements that 
ensures the garage is operated in a manner that puts Nordtrom’s needs over public 
parking needs. Documents only recently made public by the city show that lawyers 
for two of the state’s largest bond fi rms considered those agreements violations of 
the federal tax rules that apply to the complex transaction. Spokane bond counsel 
Roy Koegen, of the Perkins Coie law fi rm, and William Mantle, of Preston Gates 
and Ellis, tried repeatedly and unsuccessfully to remove the restrictive provisions 
that still govern how the garage operates.

The Cowleses kept the Nordstrom lease confi dential until the HUD loan survived 
the last of its legal challenges. City councilman Steve Eugster doubts the loan 
could have survived those challenges if the controversial Nordstrom lease had 
been subjected to public review while the loan was being negotiated. Nevertheless, 
while the Nordstrom lease was still a secret, city attorneys Sloane and Schwartz 
wrote a confi dential memo to the mayor and city council warning that terms of the 
lease posed a troubling fi nancial risk to Spokane. The city, cautioned the lawyers, 
“could fi nd itself in a situation where there are inadequate funds to repay the 
debt.”

The city’s attorneys’ memo wasn’t newsworthy, according to S-R editor Chris 
Peck. The Wall Street Journal disagreed.

Dated Nov. 20, 1997, that memo was uncovered by The Wall Street Journal and 
published in a January 8, 1999 story on River Park Square.

According to Richard Weins, the Spokesman-Review editor who has coordinated 
River Park Square coverage since 1997, his paper possessed the memo well in 
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advance of the Journal story. Yet even after The Wall Street Journal scooped the 
Spokesman-Review on this important document, the Review never published it nor 
disclosed its contents to the citizens of Spokane. Weins said that he and Camden 
wanted to publish the memo, but that Peck and Sines vetoed it.

Camden refused to discuss the matter, saying it entailed “long, internal 
discussions” he wouldn’t get into for fear of compromising the memo’s source. 
Peck at fi rst said that he didn’t remember this episode. Then he sent a clarifying 
e-mail saying that subsequent discussions with Camden and Weins jogged 
his memory. He suggested that he overruled publishing the memo because it 
contained details about the Nordstrom lease. “I felt the potential harm to those who 
signed the lease, coupled with the lack of a compelling public interest to discuss the 
lease at that time, tilted in favor of waiting to publish details of the lease until the 
document was made public.”

Why should this be such a sensitive topic inside the Spokesman-Review? Because, 
said one embarrassed Spokesman-Review reporter who requested anonymity, “it 
blows the cover” on how the newspaper has handled River Park Square.

A Game of Hide the Lease

In agreement with Peck that the Nordstrom lease and the Sloane/Schwartz memo 
about it should be confi dential were Cowles lawyer Swinton and the city attorneys 
who wrote it. But The Wall Street Journal and the Spokesman-Review’s Weins and 
Camden weren’t the only ones who disagreed with that view.

The unnamed source who provided the Sloane/Schwartz memo to The Wall Street 
Journal fi rst provided it to The Spokesman-Review in May 1998, according to the 
source. That individual still insists on anonymity.

“If the Spokesman-Review had published that memo, the public would have 
known how risky this whole deal was, and I don’t think it would have proceeded. 
I think that the public would have demanded accountability on the part of city 
offi cials who were agreeing to this deal, and on the part of the developer. Especially 
since the community block grant money is on the line, and $2 million a year for 
20 years is coming out of our street fund. You already had Coopers and Lybrand, 
and basically the city offi cials ignored that, as did the Spokesman. And here you 
have staff concerns. I mean, this is our own legal department’s memo about their 
concerns. I think the public had a right to know all the risks. That’s why I gave the 
memo to The Wall Street Journal, because the Spokesman wouldn’t do anything 
with it. Protecting my identity wasn’t the reason the Spokesman-Review didn’t 
publish that memo. The Spokesman-Review was covering it up. Any newspaper 
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whose owners didn’t own River Park Square-it would have been all over the news. 
All day, every day.”

The collective effect of decisions made by the city’s legal department, the River 
Park Square lawyer and the Spokesman-Review’s top editor “kept criticism away 
from HUD for approving this deal,” says city councilman Steve Eugster, “because 
the people didn’t know the terms of the lease. Had they known the terms of the 
lease, I’m sure there would have been much more concern regarding the security” 
for the HUD loan.

Eugster sued in January 1998 to make the Nordstrom lease public. He felt 
understanding it was the public’s only hope of comprehending the public/private 
labyrinth being created in River Park Square.

River Park Square’s fi nancial underpinnings can’t be understood without 
understanding the Nordstrom lease, says Eugster. “Bear in mind the HUD loan 
had as its primary security the fl ow of funds under the Nordstrom lease. Secondly, 
the Nordstrom lease was important because the interest that the city got in the 
Nordstrom building was going to be encumbered by that lease... As it turned 
out, the lease has terms in it that are extremely surprising [because of certain 
rent reduction provisions, and because the way the structure is valued effectively 
lowers the building’s worth]. Another reason it was so important to know about 
the value of the security is the fact that the promissory note that the developers 
signed was a non-recourse note. What that means is that their obligation under the 
note is only as good as the value of the security for the note.”

The bottom line, says Eugster, is Nordtrom and the Cowleses structured an 
arrangement that leaves the city of Spokane at disproportionate fi nancial risk.

According to Eugster, the Cowles family “drove an extremely hard bargain, and I 
don’t think that the city fully appreciated what they were doing. One time when I 
asked Mr. Sloane whether he understood the impact of a non-recourse promissory 
note, he couldn’t explain it to me. I don’t think he’d had any experience in this kind 
of fi nancing arrangement.”

Citing pending litigation, neither Sloane nor Koegen would be interviewed for this 
article.

While Eugster was fi ghting in the courts to open the Nordstrom lease to public 
inspection, city councilwoman Cherie Rodgers was trying to get a look at it. 
She knew the lease had problems, she says, because assistant city attorney Stan 
Schwartz told her so.
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As an elected representative of the public part of the public/private partnership, 
Rodgers felt she had a duty to study the lease. She made an appointment to 
look at it in project manager Bob Robideaux’s offi ce. Robideaux canceled at the 
last minute. She made an appointment to look at it in Swinton’s offi ce. Swinton 
canceled at the last minute. She made an appointment to see it in city bond 
attorney Roy Koegen’s offi ce. When she arrived, Koegen apologized. Swinton, he 
said, had confi scated the document and she would have to review it in his offi ce.

Swinton eventually permitted Rodgers to read the lease under his supervision in 
his offi ce. She remembers the document she was shown as having 60 to70 pages. 
Swinton would not permit her to take notes.

“I felt like I had a $200-an-hour babysitter,” says Rodgers.

This drama unfolded as the city’s negotiations with HUD went forward. Swinton 
turned up the heat on keeping the Nordstrom lease under wraps. In a memo dated 
December 21, 1998, city attorney Sloane wrote the mayor, city council, and city 
manager that Swinton had contacted him, threatening to sue the city and council 
members if they leaked to the press “essential elements of the developer’s lease 
with the Nordstrom corporation.” Moreover, wrote Sloane, city offi cials going 
against Cowles wishes in this matter could not expect protection from the city’s 
legal staff. In a courtroom fi ght with the Cowleses, it would be their personal 
checkbooks against one of the nation’s wealthiest families.

The Cowles legal strategy worked. Not until March 2000 did the courts agree with 
Eugster that the Nordstrom lease is a public document. By then, the HUD loan, 
with its worrisome risks to Spokane, had long since been approved. The Cowleses 
made their fi rst HUD money draw-$3.4 million-on February 3, 1999.

“I regret that we own the damned thing.”

Three reporters who covered River Park Square-Alison Boggs, Rachel Conrad, and 
Kristina Johnson-declined to speak with me about their experience. Conrad is no 
longer with the paper, but Boggs and Johnson still are. Other former and current 
Spokesman-Review reporters shared anecdotes with me about the sensitivity of 
covering River Park Square, but they would not speak on the record.

Several reporters and editors, however, praised the paper. Stephanie Craft, now 
a faculty member at the University of Missouri School of Journalism, fi led the 
fi rst River Park Square story in May 1994. She emphatically stated that she felt 
no pressure to give the story special treatment because of the Cowles connection. 
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Kathy Mulady, now a reporter for the Seattle Post-Intelligencer, shared Craft’s view. 
Mulady took pains to express her respect for the integrity of her former editor, 
Richard Weins. And despite their criticism of certain aspects of Spokesman-Review 
coverage, both Camden and Staley believe the paper has done a fair job of covering 
River Park Square since it began paying more attention to the story last year.

For his part, Weins acknowledges that the involvement of the Cowles family in this 
story creates an inherently diffi cult situation. The policy of routinely routing all 
River Park Square stories upstairs for Stacey and Betsy to review has been changed, 
he says. Now, that review ends with Chris Peck.

Spokesman-Review staffers acknowledged that the confl ict of covering River Park 
Square remains. “You can’t feel good about doing this crusading reporting,” said 
Staley, “when you feel that it’s your employer who you’re crusading against.”

“I truly believe they [Stacey and Betsy] have not been heavy-handed in affecting 
coverage,” says Weins. “But it’s almost like it’s open to conjecture... it’s pretty 
nebulous. It’s all diffi cult.”

Weins said the story about the Sloane/Schwartz memo was the only time the paper 
didn’t do a River Park Square story when he thought it should have.

Was that his only regret in the paper’s coverage of River Park Square?

“Oh, God, no. I’ve got lots of regrets,” he said. “I regret that we own the damned 
thing.”

Continued . . .

Copyright 2001 by camasmagazine.com
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ALL IN THE FAMILY SIDEBAR (MARCH 29, 2001)
Big League Spin: The reputation of Hill & Knowlton

In the books Trust Us, We’re Experts! by Sheldon Rampton and John Stauber, and 
Global Spin, by Sharon Beder, Hill and Knowlton is recognized as a preeminent 
international spin machine. With 50 offi ces in 20 countries, affi liations with more 
than 70 associate companies, and more than 1,200 employees, it is one of the 
world’s largest public relations fi rms.

It helped set up the Tobacco Institute to promote cigarette smoking (Public 
Relations Journal called it one of the “most formidable public relations/lobby 
machines in history”), helped the lead industry suppress public health concerns, 
helped US Gypsum dismiss asbestos worries, calmed the public after Three 
Mile Island, helped Exxon recover from the Valdez oil spill, helped restore 
China’s image after Tiananmen Square, helped Pacifi c Lumber log redwoods by 
distributing fake Earth First! material calling for violence.

In the 1993 State of Mississippi vs. the Tobacco Cartel, H&K’s Tobacco Institute PR 
campaign was described: “Rather than work for the good of the public health as 
it had promised, and sponsor independent research, the tobacco companies and 
consultants, acting through the tobacco trade association, refuted, undermined, and 
neutralized information coming from the scientifi c and medical community.”

Copyright 2001 by camasmagazine.com
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ALL IN THE FAMILY  — PART 2 (MARCH 29, 2001)
How Stacey and Betsy Cowles compromised their newspaper and the city

Crossing a Boundary

How do you save downtown, protect your property values and your newspaper’s 
reputation at the same time? Those were the challenges facing Stacey and Betsy 
Cowles. Stacey was 32, Betsy, 30 when their father, Spokesman-Review publisher 
William Cowles 3rd, died unexpectedly while jogging in 1992. For the fi rst time 
in a century, Washington’s second largest city found itself without a mature 
Cowles patriarch at the helm. Just as suddenly, Stacey and Betsy found themselves 
responsible for running a daily newspaper and managing several valuable blocks 
in downtown Spokane, the heart of the Inland Northwest. In 1992, it was a 
downtown going to seed.

Spokane’s last major urban revitalization success, Expo 74, was a team effort. The 
Expo heroes, in the eyes of many, were the most talented leaders in Spokane’s 
history. That team long ago disappeared. With no mentors to guide them, the 
Cowles siblings grabbed the reins of leadership, and few fault them for it. It’s their 
methods that became controversial.

By consolidating the considerable infl uence of their media and downtown real 
estate interests, Stacey and Betsy Cowles blurred a distinction that troubles 
observers both inside and outside Cowles companies. Repeatedly, brother and 
sister made decisions that crossed a boundary between the private business 
of River Park Square and the ethical responsibilities of Spokane’s only daily 
newspaper.

As The Wall Street Journal noted in its January 8, 1999 story, the Spokesman-
Review editorialized in favor of the project, while behind the scenes Stacey Cowles 
capitalized on his publisher’s title to lobby city government. On Spokesman-
Review stationery, Mr. Cowles wrote the mayor and city council demanding 
continued support of the Lincoln Street bridge (originally an integral part of the 
RPS development). The message was clear to elected offi cials and city staff: the 
project would be backed by the power of a daily newspaper to infl uence public 
opinion. As the Journal reported, the Cowles family “put its own spin” on River 
Park Square. Mr. Cowles acknowledged his family’s “obvious confl icts.”

Betsy Cowles wielded the Spokesman-Review’s infl uence even more questionably. 
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On April 18, 2000, she wrote Mayor John Talbott demanding that the city council 
honor the pledge of parking meter money to cover shortfalls at the River Park 
Square garage. Ms. Cowles’s letter was written, not on Cowles real estate 
stationary, but on Cowles Publishing Company letterhead. The implication-that 
the developer of River Park Square was prepared and able to use the clout of the 
family’s newspaper to support family real estate business-was not lost on Talbott.

“My immediate thought was, here’s the Spokesman-Review again leaning on the 
City of Spokane,” said Talbott. “Betsy’s offi ces are in the Spokesman-Review. Talk 
to her privately, it’s in the executive conference room of the Spokesman-Review, 
right next to Stacey’s offi ce.... The Spokesman-Review has been a mouthpiece for 
River Park Square and the Cowles empire.”

Ms. Cowles’s understanding of her editorial authority was implied in a memo 
she circulated last June. When the Camas magazine/KXLY TV reporting series on 
River Park Square began appearing, Ms. Cowles sent an e-mail “To all employees,” 
including Spokesman-Review reporters. If anyone asked them questions about the 
River Park Square garage, “First,” she wrote, “it is always appropriate to forward 
those names, phone numbers and questions to River Park Square’s public relations 
fi rm Rockey West... Second, if you personally have questions or concerns... there 
isn’t a question that is off limits or out of line, so do not hesitate to ask.”

Spokesman-Review reporters were surprised by the missive. “The newsroom 
didn’t grind to a halt or anything,” said one, but some reporters found it offensive, 
others mildly annoying. Some chuckled; still others felt she was being overly 
defensive. The memo was circulated to other journalists in Spokane as an example 
of the muddle being caused by River Park Square inside the newspaper.

“She might have been a bit out of step with the culture of the newsroom,” summed 
up one reporter.

It was another indication of the confusion wrought by River Park Square in 
Cowles executive suites. Betsy Cowles was supposed to be in the family’s real 
estate business. Spokesman-Review reporters were supposed to be in the family’s 
newspaper business. There wasn’t supposed to be any connection between the two.

Nevertheless, political reporter Jim Camden, who was covering River Park Square, 
took Ms. Cowles up on her invitation. Eight months before the IRS announced 
its formal investigation into the same question, Camden asked Ms. Cowles for 
numbers showing how River Park Square’s public/private funds were spent.

“She said they were talking about that and they thought they were going to release 
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them [the numbers],” said Camden. “I said, when? She said, ‘Well, it might be a 
week...’ Then they changed their mind.”

Double-Duty Lawyer

What seems to be most uniformly regretted in the management of River Park 
Square involves the Spokesman-Review’s First Amendment lawyer, Duane 
Swinton. “By default,” as Stacey Cowles put it, the decision was made to let 
Swinton serve as River Park Square’s lawyer at the same time he represented the 
newspaper. I contacted 20 current and former Spokesman-Review staffers for 
this story. Most were unstinting in their praise for Swinton as a First Amendment 
lawyer. All were critical of him for agreeing to accept what they consider to be a 
direct confl ict of interest in serving the development and the newspaper at the 
same time.

As the newspaper’s lawyer, Swinton’s job is to help reporters obtain information 
and get stories in the paper. As River Park Square’s lawyer, his job was the 
opposite. He labored tirelessly to keep documents (like the Nordstrom lease) out of 
reporters’ hands. That kept stories out of the paper.

Free speech champion Duane Swinton became the Cowles point man in 
suppressing documents.

Wearing his River Park Square hat, Swinton worked to prevent public 
understanding of the volatile public/private partnership. The erstwhile free speech 
champion was the point man in Cowles threats to sue public offi cials, fi rst if they 
leaked secret documents to the press, second when they refused to turn over the 
parking meter funds to shore up garage losses. The so-called “Christmas claim,” 
the complaint Swinton fi led for the Cowleses last December 22, even went after city 
council members for defamation for speaking out on talk radio. Moreover, when 
Spokesman-Review editor Chris Peck sought legal advice about whether to follow 
the recommendations of his reporters and publish the leaked Sloane/Schwartz 
legal memo on the Nordstrom lease (see Part 1), it was the double-duty attorney to 
whom he turned. Swinton counseled Peck not to run the memo.

Was Swinton the only attorney Peck consulted on this matter? No, said Peck. The 
other Cowles RPS lawyer, Les Weatherhead, agreed with Swinton.

Critics

During the March 7 broadcast of the KPBX “On The Record” radio show, Peck 
suggested, as he did in my interview with him, that criticism of the Review’s 
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handling of River Park Square is largely naive and comes from those who are 
unfamiliar with the newspaper business. “People are saying that somehow this is 
all a big, sort of a masterminded plot,” he said.

Actually, there is more substantive criticism of the Review’s performance than Peck 
seems to be aware of.

“There is never a time when a newsroom’s credibility is more vulnerable than 
when it’s trying to cover a story in which the newspaper company is involved,” 
said Joann Byrd, editor of the Seattle Post-Intelligencer editorial page.

A guest at Peck’s January 23 “Credibility Roundtable” discussion, Byrd is a veteran 
newswoman with impeccable credentials. Among them: ombudsman at The 
Washington Post and instructor in journalism ethics at the Poynter Institute. She is 
one of the nation’s leading authorities on journalism ethics.

Byrd said she found it “worrisome” that Stacey Cowles previewed River Park 
Square stories. “That, of all things, can undermine the credibility of the news 
report. If the publisher who has the most to gain or lose in the story is also reading 
the story before it appears in the paper, then that really undermines the credibility 
of the report, even if he doesn’t put a pencil mark on the copy.”

Byrd said it was just “common sense” that Swinton shouldn’t have played his 
dual role. Newspapers, said Byrd, “need to be more up front and in the open 
than anybody else. We ask other companies to do it all the time. It’s an automatic 
confl ict when a newspaper company is asking to have its work go on behind closed 
doors, when we’re demanding other companies be out front about theirs.”

Another veteran journalist, Curt Pierson, was shocked to learn of Swinton’s 
activities. An editor of both the Spokane Daily Chronicle and the Spokesman-
Review under Bill Cowles, Pierson stressed that he respects Swinton’s legal talents 
and considers him a friend. Nevertheless, he criticized Swinton’s switch-hitting for 
the newspaper and the developer.

“I just can’t believe that’s happening,” said Pierson. “He’s serving two masters... 
As an objective, former editor, I would say that would be a confl ict of interest and 
would make it terribly uncomfortable in the newsroom... How could I sit there 
on a Friday afternoon and have what I think is a pretty diffi cult story about River 
Park Square’s garage? I can’t send that to Duane and say, ‘Give me your objective 
opinion of this,’ or ‘Tell me what I have to do to get this in the paper.’ “
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Stacey Cowles acknowledged the inappropriateness of Swinton’s lawyering for 
both the newspaper and the downtown mall.

“I don’t think anybody felt comfortable with that,” said the publisher. The decision 
was “really made by default. We just haven’t run that many public/private 
partnerships, or been attacked by so many people before, with such vigor. It’s 
one of those unfortunate things that I wish we had seen coming. It was upon us 
before we really had a chance to separate Duane from the project. In hindsight, the 
legal representation should have been entirely separate, I think. It would be much 
cleaner that way.”

The P-I’s Byrd agreed: “There must be another attorney in town who could help 
out.”

Did Stacey and Betsy Cowles review RPS stories before they ran?

“I think ‘review’ is kind of a misnomer,” said Stacey Cowles. “That would imply 
my approval, which is erroneous. I think ‘notice’ would probably be a better word 
to use....

“Basically, I followed the same process that’s been in place here in the publisher’s 
offi ce for at least two generations. If the company gets mentioned in a story, or 
family members are mentioned in a story, the editor’ll ship a copy up. I would look 
and make sure our names got spelled right, and I would know what was coming 
out in the next day’s paper. And if I had a correction I would call the editor back 
and say, you know, ‘this is spelled wrong; here’s a typo,’ and so forth.”

Mere copy-editing, in other words. RPS stories got no more attention from him 
than that?

“Exactly,” he said.

The only reportorial change he recalled proposing was to Oliver Staley’s story 
about the differences between the Seattle and Spokane Nordstrom stores (see Part 
1). Staley’s peg, as Mr. Cowles saw it, was “all the things that are missing from the 
Spokane Nordstrom store that are in Seattle.” Cowles said, “I made a comment that 
I didn’t really think that was on point for the grand opening. I don’t know whether 
that had an infl uence or not.”

(It did: the story was rewritten.)

“I would recollect there were probably 25 stories that I saw ahead of time... and 
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I’d like to think that was about three-quarters” of the Spokesman-Review’s major 
reporting on River Park Square over a span of about four years, said Cowles. “In 
maybe half of those I had some correction of facts or spelling,” he said. “It was not 
an easy story to report because of the complexities of the transaction.”

Cowles said it was left to editor Chris Peck’s discretion which stories to route to 
him. “Breaking news” content, Cowles said, is what alerted Peck to show him 
stories in advance. Mr. Cowles said his sister previewed River Park Square stories 
only when reporters or editors asked her for fact-checking.

Did he and Betsy discuss River Park Square reporting?

“It’s fair to say there’s been some discussion about it,” he said. “First and foremost, 
she is absolutely respecting of my insistence that we treat this like any other story 
and have nothing to do with the content. You know, privately our conversation is, 
‘Why the heck can’t we get any good press in this town?’ My view is, the burden 
rests with the PR function of the project to generate good press. I’m not here to run 
PR for them or anyone else in town, except the newspaper itself.”

Based on what ethicist Joann Byrd heard at Chris Peck’s “Credibility Roundtable,” 
she advised Stacey Cowles to provide for an outside audit of the newspaper’s 
River Park Square reporting. She recommended Cowles hire “somebody who’s not 
connected to the company, to come in and audit the coverage as it goes on, as an 
independent set of eyes.”

Warding Off the Media

Following that advice would entail a signifi cant change of direction for the 
publisher. Last November River Park Square’s public relations fi rm, Rockey West, 
was asked to do a “media training” for, as Jennifer West put it, “Cowles publishing 
executives and River Park Square representatives.”

Typically, “media training” is not for the media. It is usually aimed at companies 
that are subjected to media scrutiny. Rockey West was recently acquired by 
international public relations giant Hill and Knowlton.

In treatises on the darker aspects of modern public relations, Hill and Knowlton 
receives considerable attention (see sidebar, “Big League Spin”). The company has 
specialized in the use of bogus science and the planting of erroneous news stories. 
Among Hill and Knowlton’s products is an interactive CD-ROM program that 
trains businesses in how “to ward off the media.”
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Jennifer West, a partner in the fi rm’s Spokane offi ce, declined to provide details of 
her company’s Spokesman-Review media training. She said only that it involved 
the “standard strategy for many clients... It’s not information for the public.”

Chris Peck said he attended the session at Stacey Cowles’s invitation. He couldn’t 
remember who attended besides Stacey and Betsy, but he thought he was the only 
Spokesman-Review employee there.

I asked Stacey Cowles what the purpose of the media training was.

“It was fairly generic. How to handle an attack interview kind of thing. It was an 
opportunity to see what you look like on video. It was pretty standard stuff.”

Who participated?

“Oh, we had a collection of executives, really, from our subsidiaries. It was a piece 
of our executive training program.”

Did any Spokesman-Review news personnel attend?

“No,” said Cowles.

Any Spokesman-Review editors?

“No,” said Cowles.

I asked Cowles if the training was done by Spokane-based Rockey West staff only, 
or if outside Hill and Knowlton personnel were involved.

“They pulled in some resources for that,” said Cowles.

Peck recalled the training. “The discussion was, and I think it was a valuable one, 
just a primer in media relations. I think there’s been a feeling, and I share it, that 
River Park Square as a project has not done a particularly good job of getting its 
story out. I was kind of glad to see them send some people to school on ‘How do 
you go about getting your story out?’ I think they’ve been out-foxed and cornered. 
The project did the thing it said it was going to do. It created the jobs. The project’s 
generated-what did they say? $1.4 million to the city-and the city’s never paid 
anything of the parking meter revenue. So it’s been a pretty sweet deal for the city 
so far.”
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The Spokesman-Review reporter who informed me of the media training was 
dismayed that Cowles executives sought guidance from a company that is 
notorious for deceiving the public.

I asked Stacey Cowles if he is considering Joann Byrd’s recommendation to provide 
an independent audit of his paper’s handling of River Park Square. So far, he said, 
he isn’t.

Mark Hester, Spokesman-Review business editor during the earliest River Park 
Square reporting, agrees with Byrd that allowing Stacey or Betsy Cowles to 
review River Park Square stories prior to publication, “sends a bad message to the 
reporter... What changes are made are almost irrelevant. It sends a message just 
by sending it through the process.” He said Peck, “on occasion-not every story, 
but certainly more than once-made suggestions” for changing River Park Square 
stories.

Did Hester feel those changes were appropriate?

“All of that is so subjective,” he said. “It sort of depends on your level of cynicism... 
There’s nothing that fi ve years later sticks out in my mind that I could say was 
inappropriate.” Now business editor of the Portland Oregonion, Hester recalled 
that, “You could keep a semi-straight face” and rationalize that the changes 
were within the range of normal editing. “Stacey would at least have plausible 
deniability on any changes. There weren’t any orders [that came directly] from him 
to me.”

In Hester’s memory, the only Peck change that provoked newsroom debate was 
the very fi rst RPS story. It was fi led by Stephanie Craft from a Las Vegas retail 
convention in 1994. Hester said the Spokesman-Review newsroom heard rumors 
about the project in Spokane, but the Cowleses wouldn’t talk about it. He sent 
Craft to the Las Vegas convention where she uncovered the story. Craft said Betsy 
Cowles and RPS manager Bob Robideaux were surprised to see her there.

“She did some very good reporting to get that story,” said Hester. “We had a good 
story. Peck asked to see it and suggested pretty widespread changes.”

Most people in the newsroom, said Hester, thought Peck buried the lead 
paragraph, which was about street closure. “The most controversial part of it was 
in the story but was not the lead.”

The Spokane Journal of Business (pre-Cowles ownership) played the story the way 
Craft fi rst wrote it, “which led some people to say we were scooped,” said Hester.
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According to Hester, the real issue is not whether Stacey or Betsy Cowles brazenly 
manipulated coverage of River Park Square. “The real debate is, even if people’s 
hands aren’t tied, is there any way that a paper with those ownership confl icts 
would cover [River Park Square] the way another newspaper would? The answer 
is obviously no.”

“Stacey and Betsy have torn down the fi rewall.”
--Curt Pierson, former S-R/Chronicle editor

Shadow Regime?

If the infl uence of Cowles business interests on the Spokesman-Review has 
spawned confusion within the paper, inside Spokane’s city hall it has created a 
crisis. Allegations have surfaced that Betsy Cowles and her River Park Square 
manager Bob Robideaux exerted inappropriate pressure on city staff to get the 
deal done. Former city real estate manager Dennis Beringer balked when he was 
ordered to employ what he considered to be an unethical appraisal method for 
the garage. Former city manager Pete Fortin noted the developer adamantly 
lobbied for an appraisal that troubled not only the city’s real estate manager but 
its appraisal consultants as well. The eventual result was a garage appraisal that 
grossly infl ated the facility’s worth. That effectively enabled the laundering of tax-
exempt fi nancing into the mall.

Former city manager Hank Miggins said several city staffers complained to him 
that Robideaux gave them orders as though Robideaux considered himself their 
supervisor. Miggins said some city employees regarded some of Robideaux’s 
directives to be ethically and legally questionable.

According to Miggins, the Cowles infl uence on city government appears to have 
been extensive. Said Miggins: “The word in city hall is that [former city manager 
Bill] Pupo got his orders from Betsy Cowles every day.”

One of the few city staffers to go on the record for this report, Miggins retires this 
month as part of the planned transition to the strong mayor form of government. 
Miggins says a palpable climate of fear exists among city staff today because of 
worries about certain aspects of the River Park Square deal.

City councilwoman Cherie Rodgers agrees. She says there is a shared perception 
among city staff who played key roles in the project that Betsy Cowles 
inappropriately manipulated the city’s participation.
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“On several occasions staff did share some of their concerns with me,” said 
Rodgers.

Asked for an example, she said:

“Stan told me that on many, many occasions city staff drew a line in the sand when 
they were dealing with Betsy and Robideaux... Betsy and Robideaux would go 
to the city council members, or to Bill Pupo, and voila, instantly all staff concerns 
were washed away. The developers got their way.”

Who among city staff was former assistant city attorney Schwartz referring to?

“I think he probably meant Schwartz [himself], Mandyke, Adolfae, Beringer,” she 
said.

“Dave Mandyke once told me that he couldn’t take any more of Robideaux’s 
abuse,” said Rodgers. “He told me he complained to Betsy about it, and Betsy said, 
‘Oh, Dave, everyone needs a pit bull.’ She implied that Bob Robideaux was hers.”

She said Schwartz was particularly worried about the vulnerability of the HUD 
loan to the Nordstrom lease. Rodgers said Schwartz once told her:

“ ‘You know, fi ve years from now I don’t want to be standing here and have some 
80-year-old man come up to me and say, that’s a nice Nordstrom store, but it 
sure would have been nice if I could have had my roof fi xed.’ Mike Adolfae was 
standing right there when he said it.”

Schwartz now works for the Cowles law fi rm Witherspoon, Kelley. Adolfae is 
Spokane’s community development program director. Schwartz did not respond 
to an interview request. Adolfae says he can’t remember this conversation with 
Rodgers. He stresses, however, that his concerns about the security of the HUD 
loan are well documented.

Miggins said that although city employees privately confi ded their fears in him, 
for the most part they have refused to speak out. “People are more afraid to talk 
now than they were six months ago,” he said. He credits this to the recent threats of 
Cowles litigation.

Miggins believes that the safest way for certain staffers to divulge what they know 
is by deposition. That would entitle them to representation by the city’s legal 
department. If they spoke publicly on their own and the Cowleses sued them, said 
Miggins, they might have to personally foot the bill for their legal expense.
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Present and former colleagues of assistant city manager Dave Mandyke told me 
that Mandyke felt so browbeaten by Robideaux that he sometimes refused to take 
his calls. Mandyke was the city’s RPS project manager.

Miggins said the extent of city staff fears became clear to him last spring when 
Mandyke confi ded that he “knows things that could cause problems for a lot of 
folks. Dave told me that he was not going to be a fall guy.”

On advice of legal counsel, Miggins did not question staff about details of River 
Park Square project transactions nor allow them to share details with him.

“It was a great possibility that we would be deposed by our own attorneys for the 
purpose of the lawsuit,” said Miggins, referring to legal action the city brought 
against the Cowleses. He said the city’s attorneys didn’t want “hearsay information 
to become confused with real information.”

Mandyke, Pupo, and Betsy Cowles did not respond to interview requests. Beringer 
would not comment.

Curt Pierson, the former Chronicle and Review editor, says he is saddened by the 
mess River Park Square has caused in Spokane. Now retired from The New York 
Times Co. and living in Georgia, Pierson said the late Bill Cowles, Pierson’s former 
boss, would not have allowed River Park Square to sully the Spokesman-Review’s 
newsroom. The late publisher, said Pierson, “had two great loves in his life, and 
one was the newspapers that he owned, and the other was the city of Spokane.... 
He just would not have compromised either one of them. What’s happening now, I 
think, is a compromise of both the city and the newspaper.”

“I can tell you that there was a real wall between Bill Cowles and Jim Cowles,” said 
Pierson. Bill ran the newspaper, his brother Jim managed the family’s real estate 
companies. “Bill was the gatekeeper. He was not going to let anything interfere 
with the objective coverage of the newspaper.”

Pierson stressed that he also has great respect for Jim Cowles and considers him 
a friend. He referred to the separation between the family’s newspaper and real 
estate operations as a “fi rewall.” Jim, he says, would never have tried to breach that 
barrier.

“It appears to me that Stacey and Betsy have torn down the fi rewall,” said Pierson.

After reading Tim Connor’s book on River Park Square, Secret Deal, Pierson said, 
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“I just kept thinking, Bill would never have let this happen.... What’s happening 
now would not have occurred if Bill Cowles were alive.”

THE END

See sidebar--Big League Spin: The reputation of Hill & Knowlton.

Copyright 2001 by camasmagazine.com
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LOSING DAN CENIS (APRIL 12, 2001)
How a top city accountant who spoke the truth about River Park Square became 
persona non grata.

The Exile

It’s strange the way the City of Spokane lost Dan Cenis. On January 2, when he 
returned to work after the holidays, he found a message waiting for him in his box. 
The 55-year-old senior accountant was being suspended for a week, without pay.

On the surface, Cenis’s purported offense makes no sense. Just before Christmas 
he’d sent a short e-mail to an associate about how to handle correspondence for 
the Spokane Parking Public Development Authority (PDA). The PDA inherited the 
ordeal of managing the fi nancial problems of the River Park Square garage. Cenis 
had been trying to help the PDA.

Cenis’s e-mail was nothing more than a trifl ing part of the assistance he was 
attempting to render. But the strains of the River Park Square crisis have created a 
volatile environment. Dan Cenis’s e-mail became a pretense to punish him.

A Spokane native and decorated Vietnam combat veteran, Cenis (pronounced SEE-
nus) worked for the City of Spokane for 15 years. Widely regarded by colleagues as 
a top numbers guy, he planned to work another three years and then do something 
he has wanted to do since he left Vietnam. In 2004, when Cenis’s wife, Joanne, 
retires as a teacher from Sacajawea Middle School, the couple plans to apply for the 
Peace Corps.

By the end of March, however, Cenis’s plans had been slightly modifi ed. He 
considered his suspension so unfair, and conditions on the job had become so 
intolerable, that he opted for early retirement.

The real cause of the disciplinary proceedings against Cenis, Councilwoman Cherie 
Rodgers believes, was that he was providing unvarnished statements about the 
dire fi nancial straits of the garage.

“Dan wanted to talk about the truth, not the political truth,” said a veteran city 
offi cial who agrees with Rodgers about what happened to Cenis. “And there’s a 
span between the two as far as the eye can see.”
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The offi cial, who requested anonymity, said that it was Cenis’s honesty that 
unloosed forces inside city hall aligned with council members Phyllis Holmes, 
Roberta Greene and Rob Higgins. (Those three and others pushed the River Park 
Square project against substantial public opposition.) For this reason, the offi cial 
said, Cenis had to be “shipped off to never-never land.”

Prelude to Punishment

To understand the hot water Cenis found himself in, you have to go back to June 
1995. That’s when the city council was giving its earliest endorsements of the 
River Park Square public/private partnership. At fi rst, the city resolved to buy a 
remodeled and expanded RPS garage from the Cowles family by issuing up to $15 
million in city revenue bonds.

After that decision was made, however, the developer’s asking price for the garage 
nearly doubled. The council backed away from buying it outright. Instead, it 
agreed to a complex arrangement intended to allow the deal to go forward while 
letting the city sidestep the brunt of the risks.

When the city council fi nally approved the RPS deal in 1997 the PDA existed only 
on paper. Board members were quickly appointed, and former city manager Terry 
Novak agreed to preside. Spokane offi cials realized that revenue projections for the 
garage were wildly off by the fall of 1999. By then, it was the PDA’s responsibility 
to operate the facility. But the PDA had no assets and only a skeletal, volunteer 
staff.

There was little question about what had to be done, says then-acting city manager 
Pete Fortin. To shore up the PDA, the city chose to assign several offi cials to help 
out. Their tasks for the PDA would be added to their city assignments and paid 
via the city’s payroll. Cenis remembers that it was his former supervisor, city 
fi nance director Dick Cook, who informed him that he was to become the PDA’s 
accountant.

But something else happened in the fall of 1999: there was an election. A new 
majority came to the city council. Council members Steve Eugster, Cherie Rodgers, 
Steve Corker, and former Mayor John Talbott considered the PDA to be part of 
a misguided scheme fi lled with hidden, illegitimate subsidies for anchor tenant 
Nordstrom and for RPS developer Betsy Cowles and her family.

In particular, new councilman Eugster believed that staffi ng the PDA with city 
employees was just one more inappropriate public subsidy of the controversial 
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project. Eugster’s view prevailed. City staffers who’d been dispatched to help out 
at the PDA now beat a hasty retreat.

All except Cenis, who chose to stay on even after it became clear, last spring, 
that the PDA couldn’t pay him. Novak and his board were relying upon him. A 
qualifi ed, independent accountant was key, because the garage was still being 
operated, under contract, by River Park Square staff. RPS project manager Bob 
Robideaux and the Rockey West public relations fi rm were determined to put the 
best face on the garage.

The PDA was nevertheless failing miserably under the huge weight of debt created 
by the $26 million purchase price and “ground rent” payments to the Cowleses 
well in excess of $60,000 per month. How this debt burden was characterized 
became a political issue. Almost from the start, there was constant tension between 
the story Robideaux and Rockey West wanted to tell, and the reality Dan Cenis felt 
he had a responsibility to report.

Clearly Dan Cenis was the best source for understanding the PDA’s fi nancial 
situation, and a lot of people-the PDA, city staff, elected offi cials-depended on him. 
Journalists (myself included) were coming to him as well.

“The only person you could get accurate numbers from on [the RPS garage] was 
Dan Cenis,” explained KXLY reporter Tom Grant. “He didn’t have a vested interest, 
and he wasn’t manipulating the numbers.”

“It doesn’t matter how good a spin you put on it, [the garage] is going broke.” 
--Dan Cenis describing Holmes memo

For the fi rst half of last year, Dan Cenis’s assistance to the PDA didn’t seem to raise 
eyebrows around city hall. Eugster dropped his complaints and Novak says he was 
told the city would have no objections to Cenis staying on. Things were strained 
between Cenis and his supervisor, Molly Russell, but that seemed more related to 
their professional history than the PDA.

Cenis had been Russell’s supervisor earlier in their careers. He had nearly six years’ 
seniority over her, yet when both applied for the position of accounting director 
fi ve years ago, Russell won.

“I had no doubt about either one of them being qualifi ed,” said city treasurer Dale 
Sciuchetti, who served on the selection committee. “Molly did a much better job in 
the interview than Dan did.”



Camas Archive  —128—

So Russell became Cenis’s boss. By Cenis’s account, corroborated by others, Russell 
was a much more demanding supervisor than her predecessor, Dick Cook. Cook, 
for example, allowed Cenis to stretch his lunch hour to fi t in racquetball games 
at the YMCA. Russell objected to this, and Cenis stopped. But the chafi ng in their 
relationship persisted.

Citing the personnel dispute, Russell declined to comment.

Cenis kept serving as the unpaid, volunteer PDA accountant. The city council 
and the city administration gave tacit approval to the arrangement, so long as 
Cenis moved the PDA fi les to his home offi ce and did the bulk of his work there. 
Molly Russell was the only one who seemed concerned. She instructed Cenis to be 
scrupulous about not serving the PDA on city time. He had to do it during lunch, 
on work breaks, after hours, or using his city vacation time.

“So far as I could see,” city treasurer Sciuchetti told me, “he was really making an 
effort” to comply with Russell’s orders.

The “Famous” Holmes Memo

Last June is when Cenis’s predicament seems to have caught up with him. River 
Park Square was trumpeting good news about garage revenues for the previous 
month. By the developer’s calculation, May 2000 parking receipts surpassed 
by more than $21,000 the “most optimistic” revenue projection supplied by a 
PDA consultant a few weeks earlier. RPS manager Bob Robideaux shared this 
encouraging news with City Councilwoman Phyllis Holmes, among others. 
Holmes thought it “painted a pretty rosy picture” of the project’s fortunes. She 
sought Cenis’s response to Robideaux’s sunny assessment.

Cenis, who uses a different accounting method than RPS, had a number $10,000 
below Robideaux’s. But his overall assessment differed by more than that.

“I sat down and thought about [Holmes’s question] a while,” Cenis recalled, “and 
then I wrote her this ‘famous’ e-mail saying, ‘It doesn’t matter how good a spin you 
put on it, [the garage] is going broke.’ “

The bottom line, Cenis noted in the June 13 e-mail to Holmes, is that even if one 
used Robideaux’s numbers, the garage still lost nearly $160,000 for the month.

“Don’t want to be overly pessimistic,” he concluded, “but it’s not a pretty picture.”

The e-mail memo became famous, as Cenis says, because of what happened next. 
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He copied the memo to Terry Novak. Novak then distributed it to Cherie Rodgers 
and other members of the PDA board. The memo thus became a public document.

KXLY reporter Tom Grant reported on it during a June 27th newscast, including 
text excerpts and a table showing the gulf of red ink confronting the PDA and the 
city.

The memo’s fame increased. When Councilwoman Rodgers learned Cenis’s memo 
to Holmes had been attached to a city lawsuit against the RPS developer-a lawsuit 
the Holmes/Greene/Higgins faction of the council bitterly opposed- she became 
deeply concerned about Cenis’s future with the City of Spokane.

On August 7 Cenis received a letter from Molly Russell.

“In the past,” his supervisor began, “Dick Cook, Dorothy Webster, Phyllis Holmes 
and I have verbally discussed with you the issue of your ‘dual employment’....”

Because of the reluctance of Cook, Webster, and Russell to talk about the substance 
of the complaints against Cenis, Russell’s letter is the best evidence of what the 
complaints against Cenis amounted to at that time. The letter presented a new 
concern- that of Cenis’s statements about “PDA-related business.”

Russell’s letter instructed him, even if he was taking vacation or leave time to 
do PDA work, to check with her fi rst. It also barred him from using any city 
equipment for PDA work.

He was informed that it was not proper to identify himself as a City of Spokane 
employee either directly or indirectly when speaking about PDA issues. When 
he was asked as a city offi cial to respond to questions about the garage, Russell 
instructed him to refer such questions to city attorneys, “who are the city’s 
spokespeople on this issue.”

One clear purpose of Russell’s order was to inhibit Cenis from talking to the press. 
If, for example, a reporter identifi ed him as a city accountant, then Cenis could risk 
being disciplined even if he had tried to correctly identify himself.

Still, Russell’s fi at couldn’t stop the fi nancial crisis of the garage. And it didn’t stop 
city council members, city offi cials, or PDA volunteers from coming to Cenis for 
information. There were just too many questions, some of them crucial, that only 
Dan Cenis could answer.

Russell’s August 7 letter raises several questions. For one thing, why was she so 
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sensitive about Cenis’s PDA role when, by that time, it seemed to be a dead issue 
with the city council? For another, what were the concerns of Cook, Webster and 
Holmes?

Cook is the one who fi rst directed Cenis to serve as PDA’s accountant. The fi nance 
director had discussions with Cenis about how to handle inquiries and says one of 
his concerns was how Cenis was represented in the press.

Dorothy Webster says she became involved in the escalating diffi culties between 
Russell and Cenis because of her responsibilities as Deputy City Manager to help 
oversee personnel matters in city hall. But Molly Russell’s August 7 letter referred 
also to Phyllis Holmes. Wasn’t it unusual, I asked Webster, for a city council 
member to get involved in a staff disciplinary matter?

“If a council member has concerns about a city employee’s behavior,” Webster 
replied, “they have the right to get involved.”

Some of the people coming to Dan Cenis for PDA numbers were the same ones 
who condoned disciplining him for his PDA work.

Holmes, however, says that she did not get involved in the matter. All of her 
city business contact with Cenis, Holmes insists, took place before his June 13th 
e-mail. Moreover, Holmes says she was surprised to learn that Cenis was being 
disciplined. She also expressed concern at the thought that his memo, responding 
to her questions, may have contributed to Cenis’s trouble.

“Was that putting him in a compromising position?” Holmes asked. “I never 
thought about that.”

Cenis’s recollection is different. He remembers that Holmes called him after the 
June 13th memo to express her concern and to urge him “to be careful about how 
you said things.”

Cenis admits to being dispirited by his deteriorating relationship with Russell. 
He also acknowledged he made some mistakes after receiving her August memo 
in that he continued to make occasional use of city offi ce and communication 
equipment to respond to information requests involving PDA business.

Even Hotter Water

On October 30th Cherie Rodgers asked Cenis to come to her offi ce at city hall to 
brief her on garage fi nances. When he got back, Cenis said, Russell informed him 
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of her view that the meeting was PDA business and would have to be taken as 
vacation time. He protested to no avail.

Things got worse. In late November Cenis found in his box a notice of a 
“predisciplinary hearing” for “non-compliance” with Molly Russell’s August letter. 
Russell reported she had observed Cenis using city equipment to send faxes and 
e-mails for PDA-related messages. Also cited “was the fact that City employees and 
elected offi cials” had sought him out on city time to request information about the 
PDA.

Although this is a clear reference to the meeting with Rodgers, it also illustrates 
Cenis’s damned-if-he-did, damned-if-he-didn’t position. Top city offi cials were 
seeking crucial information about the garage that only Cenis had. Whether they 
realized it or not, those people were jeopardizing Cenis’s career. The bizarre thing, 
from Cenis’s perspective, is that some of the people coming to him were the very 
individuals who would later condone the disciplinary actions against him.

Dick Cook was one. Cook acknowledges that he asked Cenis to provide him 
garage-related fi nancial information. According to Cenis, Cook’s latest request 
came in December, after the pre-disciplinary hearing at which Cenis was ordered 
not to use city copiers for PDA material. Cenis put the requested records in an 
unmarked envelope with the understanding that Cook could make his own copies. 
How to get the records to Cook was awkward. Cook (who is actually supervisor to 
Molly Russell) remembered that the exchange took place during a lunch break. No, 
Cenis insists, he surreptitiously handed the envelope to Cook as they passed each 
other in a hallway.

Another person requesting garage information, said Cenis, was Joan Poirer, 
assistant to then-city manager Hank Miggins. Miggins, who later signed Cenis’s 
suspension letter, said he did have a need for the kind of specifi c information Cenis 
possessed but that he “would have gone to Dick Cook” to get it. Miggins says he’s 
never even met Cenis, but it stands to reason that whether it was Cook or Poirer 
seeking information for the city manager, it ultimately had to come from Cenis. 
Nobody else in city hall had it to give.

Poirer refused to answer questions about Cenis, citing a pending personnel matter.

Cenis’s Crime

And then came a fateful message from Debbi Yates, a former PDA volunteer. Yates 
was still receiving PDA mail at the offi ces of Roy Koegen, who served as the PDA’s 
counsel until last spring. She asked Cenis what to do with it.
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Cenis sent back an e-mail on December 20-composed on city time and on a city 
computer-that said, in total:

“Debbi: Things are a changing and I can no longer accept mail to the parking 
garage here at City Hall. I have asked the bank to change our address and I also 
have put in change of address form to the post offi ce. Our new address is Spokane 
Parking PDA, PO Box 21094, Spokane, WA 99201. In the meantime could you 
please accumulate the PDA mail and give me a call and I will come pick it up 
whenever it stacks up. Call me at [his personal cell phone number] and leave a 
message. Thanks and Happy Holidays. Dan Cenis.”

Cenis says his response to Yates was a sincere effort to respect Russell’s edict. 
But Russell (who was monitoring his e-mail) and the city deemed it an act of 
“insubordination” that “would not be tolerated.” The verdict: suspension for a 
week.

Cherie Rodgers was upset. At a PDA board meeting on January 2nd she made the 
matter public and plainly announced her belief that Cenis was being paid back for 
the memo he had written to Holmes back in June.

This brought a quick reaction from fellow PDA board member Roberta Greene.

“I would be careful what you say,” Greene replied. “Just be sure you talk to 
Dorothy.”

Greene’s reaction confi rmed Rodgers’s belief that Dorothy Webster’s involvement 
in Cenis’s disciplinary action was understood and supported by Greene and 
Holmes. Greene, however, says her exchange with Rodgers during the January 
PDA board meeting was the only conversation she remembers having with anyone 
about Dan Cenis.

I also asked Dorothy Webster for her reaction to the suggestion that Cenis’s memo 
to Holmes was the real cause of his problems.

“I don’t think there’s any single memo,” she replied. “No, I don’t think that is it at 
all. I can tell you it’s an accumulation of things. It’s not a single event.”

When I asked Webster if she would respond to the charge of Cherie Rodgers and 
others that her close relationship with Holmes and Greene affected how she dealt 
with Cenis’s disciplinary actions, she replied that such questions were “insulting.”
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One inescapable irony of the Cenis saga is that he was fi rst assigned and then 
volunteered to do the work that Holmes, Greene, and the others of the 1997 city 
council wanted done. And yet, when Cenis got in deep trouble with his supervisor 
for doing this work, the only member of the council to stand up for him was 
Rodgers. Greene and Holmes each confi rmed they made no effort to talk to Cenis 
about his problems in trying to manage the confl icting demands and expectations.

Cenis and his union representatives were unable to appeal his suspension. A 
city attorney argued that under the city charter, he had no right to an appeal to 
the city’s civil service board. The board agreed unanimously that it didn’t have 
jurisdiction. A grievance process is possible, but it goes back up through the same 
chain of command that handed him the suspension in the fi rst place.

When Novak learned what happened, he took a copy of Cenis’s e-mail to Yates and 
shared it with a former union man-Randy Withrow, chief of staff to Mayor John 
Powers. Novak says Withrow looked at the e-mail and told him that the suspension 
was “unsound” procedure.

Withrow denies making the statement.

Withrow says he discussed the matter briefl y with Powers and that they decided it 
was improper for the mayor to intervene in the matter before either the appeal or 
grievance process had run its course.

Cenis’s Departure

In the meantime, Cenis was charting his own course. In mid-March he presented 
his former supervisor, Dick Cook, with an ultimatum. If Cook could not arrange a 
way for him to do his job as the city’s general ledger accountant without reporting 
directly to Russell, Cenis said, he would retire.

The proposal was rejected. Cook said city management believes Cenis’s position 
should be “an integral part” of the work supervised by Russell.

A week to the day after he left city hall for good, Dan Cenis was in his kitchen 
chopping onions and green peppers to make sauce for a spaghetti dinner at St. 
Stevens Episcopal Church. He’d had a very busy week, he said, dozens of things to 
do, not much time to brood about what had gone wrong with the city.

“I’m really happy right now,” he said. “It feels really good to be out from under 
that mess.”
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THE END

Copyright 2001 by camasmagazine.com
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CAMAS WINS TWO NATIONAL AWARDS (APRIL 30, 2001)
“Secret Deal” Reporting Covers Alleged Conspiracy Involving Spokane’s 
Cowles Family

The Society of Professional Journalists announced Monday, April 23 that Tim 
Connor, senior editor of online Camas Magazine, has won two SPJ national 
awards for reporting on a controversial public/private partnership in Spokane, 
Washington.

The prestigious Award for Excellence is given by the country’s oldest and largest 
organization of professional journalists.

Connor won fi rst place for online reporting for his 32,000-word series of reports 
“Secret Deal: The Story Behind the River Park Square Garage.” He won another 
fi rst-place award in television reporting as part of the reporting team at ABC 
affi liate KXLY TV, Spokane, that covered the same story.

“Secret Deal” describes a business partnership between the City of Spokane and 
the Cowles family, publishers of Spokane’s only daily newspaper, The Spokesman-
Review. In his series, Connor quoted real estate appraisal experts, including the 
City of Spokane’s former real estate manager, as saying that the Cowles family 
pressured the city to use an unusual “investment value” appraisal to infl ate the 
garage’s value by at least $10 million. Connor reported that the infl ated appraisal 
was the crux of a conspiracy to disguise a massive overpayment to the Cowleses, 
which was then used to help build the stylish, Cowles-owned shopping center 
called River Park Square. The cost of the garage and its ongoing losses have since 
become a severe fi nancial burden to the City of Spokane.

Connor’s reporting about the garage began online in June of last year and came 
out in book form last fall. Since then several parties, including the City of Spokane 
under a new mayor, have fi led lawsuits challenging the agreement between 
the Cowleses and the city. “Secret Deal” examined how the project proceeded 
despite internal warnings from the city’s own bond counsel, and others, that the 
arrangement sought by the Cowleses would violate federal tax rules. In February 
2001, the IRS launched an inquiry into how the tax-exempt bond proceeds were 
spent at River Park Square.

Connor’s and KXLY’s reporting was cited in two bondholder lawsuits fi led in U.S. 
District Court on Tuesday, April 24. Both suits say: “In about late May or early 
June 2000, Camas magazine and the local KXLY TV station began printing and 
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airing a series of investigative news reports which, for the fi rst time, uncovered 
a substantial amount of the fraud addressed in this Complaint.” Because of the 
fi nancial crisis at the garage, the bonds are headed for default by August 2001, 
according to city and garage offi cials.

The suits by bondholders allege that the River Park Square mall owners conspired 
to defraud investors “by devising and implementing a scheme to overvalue the 
Garage . . . thereby generating approximately $11 million in fraudulent profi ts for 
the owners and developers of the RPS Mall and the Garage.”

The Society of Professional Journalists awarded Connor separate citations in non-
deadline online and TV reporting for his Camas and KXLY work. In addition, 
under the title “KXLY/Camas Magazine Special Report,” Connor’s “Secret Deal” 
reporting enabled KXLY to win a prestigious Silver Baton at this year’s DuPont 
Award for Broadcast Journalism at Columbia University. In accepting the award, 
KXLY reporter Tom Grant said: “We would never have been able to tell [the garage 
story] if it wasn’t for a collaboration we had with an online magazine called Camas 
Magazine dot com.”

The revelations of “Secret Deal” have spawned what many citizens of Spokane are 
calling a historic dialogue about the century-old infl uence of the Cowles family in 
eastern Washington. Letters to the editor can be read at www.camasmagazine.com.

Seattle attorney O. Yale Lewis was retained by the City of Spokane to represent it in 
a lawsuit against the Cowles family over the River Park Square crisis. In fi ling his 
suit, Lewis included “Secret Deal” as an attachment. Asked why, Lewis said:

“In May of 2000, I was appointed Special Counsel to the City of Spokane to 
investigate the River Park Square controversy. In the ensuing months, I covered 
much of the ground Mr. Connor had already traversed and found his perspective 
fair and his facts impeccable. The scope of his investigation would be daunting 
for a team of seasoned reporters. For an individual it is extraordinary. If every 
American city had at least one journalist of his quality, this would be a better 
nation.”

THE END
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PAST AS PROLOGUE (MAY 17, 2001)
How an article published in 1983 sheds light on the Cowleses’s infl uence today 
in Spokane.

Among the more compelling responses we’ve received to Larry Shook’s two-part 
examination of the Spokesman-Review and River Park Square (“All in the Family,” 
March 22 & 29, 2001) are those that take exception to where we left the piece. For 
several good reasons it was fi tting that Part 2 ended with observations from Curt 
Pierson. Pierson is the former editor of the Spokesman-Review/Chronicle. The 
fi nal section of Larry’s reporting dealt with Pierson’s saddened conclusion that 
Betsy and Stacey Cowles have compromised the Cowles fl agship newspaper and 
the city itself by the overt ways in which the family placed its business interests 
ahead of its journalistic responsibilities in covering River Park Square.

Perhaps his most poignant observation was that Betsy and Stacey had “torn down 
the fi rewall” between the family’s business interests and its editorial mission-
something Pierson says would not have happened during the period in which 
William H. Cowles III and his brother James Cowles tended, respectively, to the 
family’s editorial and business affairs.

With all due respect to Pierson-who, more than 15 years after leaving town, is still 
highly respected for the editorial integrity he brought to the Spokane papers-the 
substantive criticisms about the Cowles family’s proclivity to use their media to 
advance their business interests did not begin with River Park Square. While there 
certainly ought to be a fi rewall between the family’s copious business interests and 
their editorial decision-making, there’s considerable data for the proposition that 
such a barrier has never existed.

The most compelling collection of evidence indicating how the Cowleses use their 
media to support their business agendas was offered a quarter century ago by 
Terrence E. Fancher in a thesis entitled, “Cowles Media and Real Estate Empire, A 
Report Relating to the Effects of Cowles Common Ownership of Media and Real 
Estate in Spokane, Washington.”

Fancher, born and raised in Spokane, studied economics at Harvard and spent 
16 months researching his topic, conducted more than 200 interviews with area 
business owners and government offi cials, and did a thorough analysis of how 
Cowles-owned media covered two local real estate issues in which the family’s 
business interests were involved. One was a south hill shopping center the 
family opposed, the other was a plan the family supported in the 1960s to locate 
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a government center on Riverside Avenue in a fashion that would have clearly 
benefi ted their downtown retail interests.

Fancher’s fi ndings are prosaic: the Cowles newspapers emphasized negative 
coverage against the shopping center and heaped pages of positive coverage on the 
downtown idea, while patently ignoring the arguments of opponents.

The newspapers, observed one local attorney quoted in the report, employed 
editorial policies in which news stories were “propitiously selected to effect 
thinking at propitious times” to pull public opinion in the direction of the Cowles 
business interests. Another source, a city offi cial, said he “could not think of the 
Cowles media ever doing anything contrary to Cowles economic interests.”

But the Cowles’s infl uence went beyond shrewdness to fear. Fancher relates 
contacting a former Spokane businessman who, even though he had left Spokane, 
was mortifi ed that if he granted an interview about the Cowleses he would be sued 
as a result. Those who gave interviews did so on condition of anonymity.

“Several professional men,” Fancher reported, “told us fl atly that they felt they 
would face a loss of income from their professional practices if it became publicly 
known they had vocalized any criticism of the Cowles.”

This was in the mid-1970s. Fancher’s portrait is not the Spokane ever presented in 
Cowles media and, for that matter, only rarely in other Spokane media. But it is a 
portrait that certainly squares with that presented in our own contemporary River 
Park Square reporting, including the “All in the Family” articles looking at the 
Spokesman-Review and the Cowles family’s business dealings of recent years.

There is another window into this question, circa 1983. After the demise of Spokane 
Magazine, Larry Shook became the state editor for David Brewster’s Seattle 
Weekly, which, at the time, was making an effort to expand its audience beyond 
Seattle. His fi rst major assignment was the story of how former Washington Water 
Power Company board chairman Wendel Satre was able to use his infl uence 
with William H. Cowles III, Stacey Cowles’s father, to fi rst pull and then alter an 
exposŽ by reporter Karen Dorn (now Karen Dorn Steele). The editor caught in the 
middle of this episode was Curt Pierson, who frankly described it as a sign that 
the newspaper had run across Spokane’s “old boy network,” and the old boys had 
won.

Larry’s story is almost two decades old, but it’s important now for several reasons. 
The fi rst is that it is part of Spokane’s history that manages to remain in the 
shadows because of the absence of competing journalism outlets that are at all 
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comparable in resources and circulation with Cowles publications. The second is 
that it does provide incisive evidence about the attitudes and actions involving 
editorial independence at Cowles Publishing at a time when the company was 
actually trying to make strides (Pierson’s hiring was indicative of this) to become 
more professional and responsible.

Finally, from my reading, Larry’s 1983 article is just a fi ne piece about journalism. 
Even readers who don’t particularly care about Spokane and the longstanding ties 
between the Cowles family and Washington Water Power (now Avista) will come 
away from this article with a revealing glimpse into how publishers, editors and 
reporters work to decide what the public gets to know, and what it doesn’t get to 
know.

For all of these reasons, we thought this was a good time to share Larry Shook’s 
April 13, 1983 article, “Spokane’s Toothless Watchdog,” with our readers.

-Tim Connor, Senior Editor

Download: “Toothless Watchdog” article

Copyright 2001 by camasmagazine.com
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DOCUMENTS LAWSUIT FILED (JUNE 22, 2001)
Camas Magazine Files Suit Alleging City of Spokane Illegally Withholding 
River Park Square Documents.

Records were sought last year by reporter during “Secret Deal” investigation

In a lawsuit fi led June 22, 2001 in Spokane County Superior Court, Camas 
Magazine alleges the City of Spokane is illegally withholding dozens of public 
documents related to the River Park Square controversy.

The complaint, fi led by the nonprofi t Center For Justice on behalf of Camas 
Magazine senior editor Tim Connor, stems from a lengthy public records request 
Connor fi led with the city when he began investigating allegations of fraud and 
collusion associated with the $26-million sale of the River Park Square garage. 
Connor’s reporting on the controversial garage, entitled “Secret Deal,” was 
originally posted on this Web site June 2-10, 2000. It wasn’t until April of 2001, 
however, that the city fi nally provided specifi c explanations for why it continues 
to withhold more than 200 River Park Square-related documents. Connor fi rst 
requested the documents in late January 2000.

Among the specifi c allegations contained in the complaint are:

* That the city, for more than a year, failed to disclose and appropriately identify 
public documents containing important details of the River Park Square public/
private partnership.

* That the city has failed to disclose, or even acknowledge the existence of, a key 
memorandum documenting the dissent by a top city offi cial to the process by 
which the sale price of the River Park Square garage was infl ated by $11 million.

* That the city has inappropriately invoked attorney/client privilege or “work 
product” exemptions to illegally withhold dozens of documents. Among these 
documents are several letters and memos written by Duane Swinton, the attorney 
for River Park Square, and others who are neither lawyers nor employees of the 
city.

* That the city continues to illegally withhold documents that describe the 
interactions between city offi cials and members of the River Park Square 
development team.
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* That the city has mischaracterized the contents of key documents and that it has 
made no effort to redact documents, so that facts that should be a part of the public 
record are still being withheld simply because other parts of the document may 
contain privileged information.

“The Public Records Act imposes an absolute duty on the city to respond to 
requests for public records promptly, fairly, accurately, and completely,” says 
David Blair-Loy, the Center For Justice attorney representing Connor. “The Act 
mandates that the fi rst duty of government is to be open and accountable to the 
public. The city has apparently committed multiple violations of the Act by failing 
to identify documents it has withheld, to state timely justifi cations for withholding 
documents, and by withholding documents it has no right to withhold.”

The 16-page complaint is accompanied by Connor’s declaration chronicling his 
efforts over a 14-month period to obtain River Park Square documents. The lawsuit 
is accompanied by sworn statements from Spokane City Councilmember Cherie 
Rodgers and former City of Spokane Real Estate Manager Dennis Beringer.

As a city councilmember, Rodgers has had access to the hundreds of River 
Park Square documents that the city continues to withhold from Connor, other 
journalists, and members of the public. In her statement she reports there are 
“several discrepancies” between the actual contents of the withheld documents and 
the descriptions of the documents that were provided to Connor.

For example, Rodgers notes that a May 22, 1996 document was faxed to the city 
from the offi ce of Robert W. Robideaux, the River Park Square project director, and 
provides an account of the activities of a “project team” that includes city offi cials 
and agents of the River Park Square developer. Rodgers also describes a June 20, 
1995 document for which attorney/client privilege has been claimed but which 
contains notes of a meeting in the Spokesman-Review building at which former 
Mayor Jack Geraghty, City Councilwoman Roberta Greene, and RPS attorney 
Swinton were present.

An example of a misidentifi ed document, Rodgers reports, is a March 4, 1998 
document. Although it is listed as being the confi dential memo of former Assistant 
City Attorney Stan Schwartz, Rodgers reports that the document is actually a 
memo from Rockey West-the public relations fi rm under contract to River Park 
Square-describing a strategy to gain support for the development among Spokane’s 
community and neighborhood leaders.

Beringer, in his sworn statement, describes a memo he wrote to former City 
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Manager Bill Pupo in 1998. Beringer says he hand-delivered the memo to the city 
manager’s desk after a “verbal confrontation” with Pupo about Beringer’s repeated 
objections to an “investment” appraisal method for the River Park Square garage. 
The controversial and rarely used investment method was then used as the basis 
for a $26-million purchase price for a garage that critics contend may have only 
been worth half as much on the open market.

Beringer says he received an angry phone call from Pupo after delivering the 
memo; that he was criticized for not being a “team player” and instructed not to 
write similar memos concerning River Park Square. Several months after he wrote 
the memo, Beringer recounts, his River Park Square fi les were removed from his 
offi ce and placed in the City Attorney’s offi ce.

Beringer recalls seeing the memo when he reviewed his RPS fi les in the City 
Attorney’s offi ce months later.

Connor reports that when he approached Beringer in March 2000, that Beringer 
insisted he (Connor) read Beringer’s RPS fi le before conducting an interview. 
However, when Connor obtained Beringer’s fi le from City Attorney Jim Sloane on 
March 24, 2000, there was no memo from Beringer to Pupo in the fi le.

The city’s confi dential document index does not list a memo from Beringer 
to Pupo. Rodgers, in her statement, says the memo does not exist among the 
collection of confi dential River Park Square documents to which she has been given 
access.

“The city’s response to our public records request for River Park Square documents 
shows very clearly there are still secrets to the secret deal that it doesn’t want the 
public to know about,” observes Camas Editor-in-Chief Larry Shook. “What’s so 
disturbing, however, are the many ways in which city personnel have shown, by 
purpose or through plain incompetence, that they have no intention of obeying 
the state’s public disclosure law. We are committed to pursuing this story and 
these facts because the people of Spokane deserve to know. We believe that the 
community’s ability to trust local government is at stake.”

THE END

To download and view the actual lawsuit documents:

The Complaint Connor vs. City of Spokane

Lawyer’s Brief
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Dennis Beringer Declaration

Tim Connor Declaration

Cherie Rodgers Declaration

Copyright 2001 by camasmagazine.com
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UNDER THE INFLUENCE — PART 1 (AUG 16, 2001)       
An 11th hour crisis with AMC threatened to unravel the River Park Square deal. 
The “solution” didn’t fi x the problem. And insiders cooperated with developer 
Betsy Cowles to keep the public in the dark.

Documents recently obtained by Camas Magazine provide new evidence for how 
River Park Square developer Betsy Cowles and her advisors collaborated with 
public offi cials to prevent timely public disclosure of a serious fl aw in the project’s 
fi nances.

The records consist of memos, meeting notes, and correspondence involving the 
developer’s attorneys, top city offi cials, the public agency operating the mall’s 
parking garage, the non-profi t that purchased the garage, and theater operator 
AMC. These documents reveal tense last-minute efforts in the summer of 1999 to 
keep the public from learning of a potential deal-breaking dispute between River 
Park Square and AMC.

While the AMC parking fl ap was previously reported in Camas Magazine’s 2000 
series, “Secret Deal,” the records offer startling new insights into the dispute and its 
consequences for Spokane.

• The crisis, which surfaced less than two months before the scheduled 
opening, threatened the fi nancial underpinnings of the entire River Park Square 
redevelopment.

• Among themselves, public offi cials acknowledged that millions of dollars of 
parking revenue losses seemed inevitable.

• While the public was told that use of the city’s parking meter fund to subsidize 
River Park Square was unlikely, downtown leaders knew that wasn’t true.

• In addition to Betsy Cowles and her development team, those aware of the crisis 
included city councilwoman Roberta Greene, former city councilman Orville 
Barnes, former deputy city manager Pete Fortin, former city bond attorney Roy 
Koegen, Spokane Downtown Foundation (SDF) counsel Mike Ormsby, and former 
Spokane Parking Public Development Authority (PDA) president Terry Novak.

• Ormsby copied a draft of a letter warning of the crisis to Jim McDevitt and Pete 
Fortin. (McDevitt, a partner of Ormsby’s in the law fi rm Preston Gates & Ellis, has 
been nominated to be Eastern Washington’s next U.S. attorney.) Camas Magazine’s 
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public records research shows that Ormsby’s draft letter is missing from city fi les.

• Key public documents upon which this report is based were also missing from 
PDA fi les when we were allowed to inspect those fi les the fi rst week in July 2001. 
These documents-crucial August 13, 1999 letters from Novak and Ormsby, as well 
as a critical “reimbursement agreement” that the PDA required in order to sign its 
lease of the garage-became available by other means. This raises questions about 
whether these documents were deliberately removed or simply never put in the 
fi les of a public agency in order to hide information that was embarrassing to River 
Park Square but crucial to understanding the risks to bondholders and the city.

Silent Crisis

The AMC dispute highlights the Achilles heel of downtown retail business 
generally, and River Park Square in particular: expensive parking. The problem 
existed long before the new mall. By 1997 downtown business groups had 
developed what they thought was the best solution, a program called “Easy Pass,” 
which gave shoppers up to two hours of free parking.

The River Park Square redevelopment shredded “Easy Pass” and added a huge 
debt burden to the entire system. Between mortgage payments necessary to fi nance 
the $26-million check Betsy Cowles would receive from the garage purchase, and 
the approximate $1 million-per-year in “ground rent” to be paid to Cowles real 
estate companies, parking customers were supposed to be the source for nearly $70 
million through the year 2019.

And there were still other parking costs associated with the garage transaction. 
Under the terms of the emergency “Off Street Parking Ordinance” that cemented 
the city’s support for the deal, the city committed to increasing the number of 
parking meters and dramatically raising parking meter rates. This was necessary 
to supply an escalating cash reserve suffi cient to loan funds if garage revenues fell 
short.

According to bond documents and consultant reports, the business that was to 
shoulder the most weight in paying off these enormous debts was American 
Multi-Cinema, Inc. Incredibly, AMC was the last to learn of this expectation. The 
company was preparing to open its ticket booths at River Park Square, expecting 
that its customers would receive free parking, when it had a rude awakening.

Recently obtained documents reveal that AMC informed Cowles in early June 
1999 that the company had just learned its patrons wouldn’t enjoy free parking. 
If theater customers were charged, AMC argued in a fl urry of correspondence, it 
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would be a disaster. Reason: nowhere in America do moviegoers like to pay for 
parking.

Though the crisis was hidden from public view, insiders were scrambling to deal 
with it. If AMC sank under the weight of a parking tariff, the entire River Park 
Square redevelopment would be jeopardized. The bond prospectus indicated 
AMC would account for nearly half of all garage revenues, yet AMC expected 
free parking. Because the City of Spokane’s general fund and bond ratings were 
ultimately on the line, it, too, faced a fi nancial catastrophe.

The AMC standoff was not the fault of the PDA or the city. Its cause was in 
inexplicable lapse by the contract lawyers for RPS.

How did this confusion come about? Cowles real estate companies secured AMC’s 
participation in River Park Square with a lease signed on November 11, 1997. It 
was a curiously ambiguous contract. On the one hand, it promised that AMC 
“customers, employees and invitees” would have full use of the garage “without 
being required to pay any charge or fee whatsoever for such use.” Two sentences 
later, however, it pledged AMC to “participate in a parking validation program in 
Downtown Spokane sponsored by the Business Improvement District, Downtown 
Spokane Partnership, or equivalent entity.”

The charges to AMC of that validation program were not specifi ed. As a result, 
it seemed AMC had written a blank check. Why contract administrators for both 
River Park Square and AMC tolerated such uncertainty remains unclear. Whatever 
the reason, it set the stage for at least three serious and simultaneous confl icts.

First, there was the matter between AMC and its landlord. Would moviegoers get 
free parking or not?

Second, $31 million dollars of bonds had already been sold to fi nance the $26 
million purchase of the garage. The bond prospectus, relying on projections from 
Indianapolis-based Walker Parking Consultants, told prospective bond purchasers 
that roughly half of garage revenues would come from AMC patrons. But how 
could any money come from moviegoers if the lease said they were to park for 
free? And how could the prospectus make such a fi rm statement about anticipated 
revenue from an unresolved validation program?

The fi nal confl ict, of course, was with the citizens of Spokane, who were told the 
project was economically sound and would not endanger city fi nances.

The AMC letter that triggered the showdown has not yet been provided as part of 
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the public record. Its existence is noted in an August 13, 1999 letter from former 
PDA president Terry Novak to bond counsel Mike Ormsby.

“We now understand that AMC is asserting that on June 8, 1999, it learned for the 
fi rst time that their patrons will not benefi t from free parking,” wrote Novak.

Even before learning of this incomprehensible misunderstanding, Novak and the 
PDA were worried about the new parking rates. The PDA had already quietly 
decided to make an enormous compromise in order to help theatergoers. The 
agency agreed to lower parking rates in evenings and on Sundays, and did so, 
Novak says, believing it had the full support of the River Park Square developer. 
Downtown Spokane Partnership president Mike Edwards confi rms Novak’s 
insistence that the developer supported these reduced parking charges.

Several observers, including Bob Glatzer, a former River Park Square contractor 
and current member of the PDA board, warned the 1997 city council repeatedly 
that garage revenue projections were wildly optimistic. Internally, city staffers 
quietly did their own discounted calculations of revenues, but even these turned 
out to be greatly in error.

What Novak’s August 13, 1999 letter reports is a stunning fi nancial blow. “Lastly, 
we have reviewed the Walker Parking Consultant revenue analysis dated June 
12, 1999, as revised and received on August 6, 1999, that projects in the year 2001, 
as revised with fl at-rate parking charges of $2.00 after 5 p.m. and on Sundays, 
revenues will be insuffi cient by approximately $1,240,000 [and] annual revenues 
are projected to be insuffi cient by approximately that amount into the future.”

This was a big problem, and Novak’s letter forcefully presented it.

In order to fulfi ll its obligations, he wrote, the PDA “Board believes the projections 
as stated in the [new] analysis are unacceptable and, unless a solution is found to 
this matter, is of the view that it will need to meet with the city council; and, that 
due to these unexpected changes, it will be unable to lease the Facility.”

A Line in the Sand

There was nothing complicated about Novak’s demand. Unless Betsy Cowles 
could offer some protection for the PDA in exchange for its help with the AMC 
problem, the PDA would not sign the papers, thereby withholding from Cowles 
the $26 million held in escrow. A deal worth nearly $50 million over 20 years to the 
River Park Square developer would not be consummated. Or so it seemed.
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To protect the bondholders’ investment, the PDA had to insure that the terms 
contained in the bond prospectus were honored. The responsibility for that fell on 
the shoulders of PDA president Terry Novak. It was a responsibility that came with 
considerable legal authority and no small amount of practical leverage.

Oddly, the only two solutions Novak suggested in his letter didn’t make much 
sense weighed against the problem. They were: 1) reinstate the garage parking 
rates described in the 1998 bond sale documents (with theatergoers paying $4.50 to 
park), or similarly, 2) raise parking fees enough to cover the $1.2 million-per-year 
defi cit that Walker had begun to project. But AMC was already registering sticker 
shock, threatening to leave the mall or urge its customers to park elsewhere. For 
this reason alone, Novak’s ideas were impotent and conveyed that the PDA felt its 
back was up against a wall.

Within the legal confi nes of the deal Novak was trying to manage in August 1999, 
there was an important stipulation: city money could not be used to pay off the 
bonds but only to cover operations and maintenance. The bonds were PDA’s 
responsibility.

Because of that, as Novak informed bond attorney Ormsby, the authority had to 
set parking rates high enough to retire the bonds. But the PDA had just lowered 
the rates, an action clearly undermining PDA’s (and Spokane Downtown 
Foundation’s) obligations to bondholders and others.

Would the PDA and the foundation call a time out in order to restructure the deal 
to ensure they could honor their commitments?

Novak never informed the council of the crisis. He reasoned this task belonged 
to Roberta Greene and Orville Barnes.

On the eve of River Park Square’s grand opening, Novak’s letter to Ormsby 
represented the last best chance to keep Spokane taxpayers out of the box canyon 
they’re now trapped in. (See sidebar, “Box Canyon.”) Ormsby’s response to Novak 
appears to have been orchestrated with Roy Koegen (who drafted Novak’s letter). 
It underscored the PDA’s predicament and sided with the agency’s efforts to bring 
some balance to the garage deal and square it with promises made to bondholders 
and the city of Spokane.

The Securities Exchange Commission does not regulate the municipal bond market 
as it does the stock market. In municipal bond sales, the bond counsel is the cop 
on the street. In this case, that was Mike Ormsby. It was up to Ormsby and his 
colleagues at Preston, Gates & Ellis to be sure the law was followed in order to 
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protect bondholders’ interests. It was also their responsibility to certify the deal 
complied with federal tax rules and securities disclosure requirements.

Ormsby passed along Novak’s letter to River Park Square attorney Duane Swinton 
on the day he received it, August 13, 1999, and added a letter of his own.

“We feel obligated to pass this letter on to you and your client, and express our 
concern about the transfer of the Facility on or before August 20, 1999, unless the 
questions raised in the Authority’s letter are answered and the Facility is completed 
and a Certifi cate of Occupancy is issued,” wrote Ormsby.

Ormsby even offered a solution, one which required the developer to make a major 
concession. He wrote: “We certainly do not want to be presumptuous in suggesting 
to you or your client how these issues might be resolved, but in addition to the 
suggestions made by the Authority in its letter, there is at least one more option 
to consider. Since the purchase price of the Facility was based on the revenue 
stream expected to be generated by the Facility, it may be appropriate to consider 
adjusting that purchase price to refl ect the revised revenue stream based on the 
most recent estimates developed by Walker given the change in assumptions.”

In other words, the justifi cation for the high $26 million purchase price Betsy 
Cowles was charging for the garage was the high revenue it was expected to 
generate. With that revenue estimate now being substantially lowered, the only 
way Ormsby could see to avert a fi nancial meltdown was to bring costs into line 
with expected earnings.

Cowles’s Reaction

Betsy Cowles apparently didn’t like Ormsby’s idea; nothing ever came of it. She 
clearly didn’t like Novak’s letter, now a public document, which risked public 
attention to this 11th hour crisis. What we know of her response comes from notes 
taken at an August 16, 1999 board meeting of the Spokane Downtown Foundation 
(SDF).

Present at this meeting was Tracy Richter, the executive director of the PDA. Also 
an aide of Roy Koegen’s, she was asked to attend the key meeting because Koegen 
had a schedule confl ict. Richter was used to taking extensive meeting notes.

Although her lawyers created the Spokane Downtown Foundation, Betsy Cowles 
insists that the organization that would give her the $26 million check for the River 
Park Square garage operates independently. Her regular attendance at SDF board 
meetings, she explained in an interview in April 2000, was to ensure the board 
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stays “up to speed” on matters “vis-ˆ-vis the city and the PDA.”

“Ms. Cowles stated that she was upset about the letter from T. Novak now public 
record,” wrote Richter. “T. Novak letter that makes it public and wants it protected 
from public... Asks that all future letters come from Roy Koegen.” Also noted: 
“Cowles-Thinks PDA’s request to have long term solution impossible.”

Key documents about the AMC crisis are missing from both the fi les of the PDA 
and the City of Spokane

Judging from Richter’s notes and a subsequent memo she wrote to Koegen, Cowles 
apparently assumed that if letters of PDA’s concern came from PDA’s attorney, Roy 
Koegen, they would be protected from journalists and the public by a curtain of 
attorney/client privilege. On the other hand, letters written by the president of a 
public agency were clearly public documents.

The irony is that Novak’s letter was written by Roy Koegen, according to Novak, 
Koegen, and Ormsby. Because Cowles declined an interview request for this article, 
it is diffi cult to know what she meant by her reported comment that she considered 
PDA’s request for a long-term solution to be impossible. Whatever it meant, 
Cowles’s recorded directives raise several important issues, particularly in light of 
her other responsibilities. (Cowles is the top executive at Spokane’s NBC broadcast 
affi liate and one of two board members of the company that publishes Spokane’s 
only daily newspaper.)

For one thing, her reported remarks at the August 16, 1999 SDF board meeting 
suggest that she expected both entities to heed her wishes. But would they?

As Novak explained in his August 13 letter, his role with the PDA put him in a 
position to do far more than make suggestions. “The Authority is required to set 
parking rates in an amount suffi cient to provide revenue to pay all expenditures....” 
If the PDA was going to approve the lease that Cowles wanted the agency to sign, 
the PDA would be contractually bound to enforce conditions of the lease, including 
a provision that revenues from parking customers be suffi cient to provide a 25% 
cushion above minimum debt service requirements. Much hung in the balance of 
Novak’s and the PDA’s decision-bondholder investment, Spokane’s fi scal health, 
and several millions of dollars in garage sale proceeds that Cowles planned to put 
into the mall.

Here was the showdown. Would these insiders exercise their legal and fi nancial 
responsibility?
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The record shows Betsy Cowles didn’t blink. Novak and Koegen did. It was the 
PDA and the foundation who responded as though Cowles and her lawyers had 
them over a barrel, rather than the other way around. The PDA signed its lease 
and the foundation delivered its $26 million check without any concessions from 
Cowles and her development team to address the imminent revenue shortfall.

Continued...

Copyright 2001 by camasmagazine.com
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UNDER THE INFLUENCE — PART 2 (AUG 17, 2001)  
Who Was Watching the Store? 

As the legal conundrum of River Park Square gets sorted out, how and why 
Betsy Cowles overrode the demands of Koegen, Novak and Ormsby is already an 
important question. In response to securities fraud charges fi led against the city 
(and the RPS developer, the PDA and the SDF) in federal court, the city has fi led a 
claim against Roy Koegen and his law fi rm Perkins Coie.

From 1997 to mid-2000, Koegen served simultaneously as special counsel to both 
the city and the PDA on work involving the RPS garage. The city alleges his dual 
role compromised his representation of the city, that he specifi cally failed “prior 
to the closing of the Parking Garage purchase by the Foundation, to bring to the 
attention of all City Council members certain adverse developments which he 
knew or should have known signifi cantly compromised the fi nancial feasibility of 
the Garage,” and that he allowed his personal interests in six-fi gure attorney fees 
from bond proceeds to “interfere with his representation of the City.”

The PDA never formally informed the city council of the AMC crisis. At least two 
council members, Cherie Rodgers and former Mayor John Talbott, were never told 
about it. Coincidentally, they were the two critics of the deal.

“Not at any time was I ever informed about any of this,” says Rodgers. She says 
she fi rst learned of the AMC blowup when “I asked for the legal bills from Perkins 
Coie, and Preston Gates” in February 2000. Such bills, she explains, detail subject 
and length of conversations. She learned of the Novak and Ormsby letters for the 
fi rst time when asked to comment on them for this article.

I was really being blocked . . . from getting inside information on a variety of 
projects in the city.” -Former Mayor John Talbott

Talbott, too, says he was kept out of the loop on the AMC crisis.

“I was really being blocked at every avenue from getting inside information on 
what was going on with regard to a variety of projects in the city,” he says. River 
Park Square was one of many.

Koegen declined to be interviewed for this story, but the record shows that he 
wasn’t the only person who could have briefed the city council and alerted the 
public to the fi asco in the summer of 1999. City council members Roberta Greene 
and Orville Barnes served on the PDA board during this period and knew what 
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was happening. Moreover, records clearly show that Pete Fortin (who was 
promoted to acting city manager during the course of the dispute in mid-1999) was 
also in the loop and directly involved in negotiating with AMC offi cials over the 
impasse. Documents show that Ormsby faxed to Fortin a draft of his August 13th 
letter to the developer.

The people left in the dark were the elected city councilmembers known to be 
critics of the city’s involvement in the public/private partnership. And, due 
to undisclosed public documents and no coverage in the press, the citizens of 
Spokane.

All parties to the AMC crisis seemed to agree on one thing: that the matter 
should be shielded from public disclosure.

Despite their August 1999 warning letters, Novak, Koegen, and Ormsby all were 
instrumental in keeping the controversy from rearing its head in open public 
meetings or leaving its tracks in publicly accessible documents.

All parties to the AMC crisis agreed on one thing: to shield the matter from public 
disclosure.

Recently obtained notes of an August 25, 1999 PDA executive session suggest that 
city councilwoman and PDA director Roberta Greene was nervous that the public 
might learn of the troubles with AMC.

Among the entries in those notes:

“Roberta asked whether ltrs between PDA + [Cowles attorney Duane] Swinton are 
public doc. TMK [Tom Kingen, an attorney in Koegen’s law fi rm] thinks they are...

“RJK’s [Roy Koegen’s] concern is about things going public. Steve Eugster had 
requested copies of mins, etc. of PD & was provided those.

“RJK asked TMK if any way to set up so not public knowledge @ this time. TMK 
said could by saying public funds have not been used yet & therefore not public 
record.

“RJK says meet w/Ormsby (not public) & let him know & he handle certain items 
@ this time since the Foundation not public.

“RJK--Riverpark Sq cannot afford to let AMC go...
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“Mike [Wilson, a PDA director] concerned about pressure not to proceed by 
council. Roberta commented that council really wasn’t aware of all that is going 
on...”

Present at that meeting were PDA chairman Terry Novak, directors Roberta 
Greene, Mike Wilson, and Dale Stedman, Koegen, Kingen, Swinton, and Mary 
Gaston, an attorney in Koegen’s fi rm. Orville Barnes was absent.

Greene’s recorded comment-”that council really wasn’t aware of all that is going 
on”-raises obvious questions about whether she and fellow council member/PDA 
director Barnes were adequately briefi ng the city council about what AMC senior 
vice president Dick Walsh called “a dark storm cloud on the horizon.”

To Park Free or Not to Park ...

Walsh laid out AMC’s dilemma in a June 28, 1999 letter he wrote to Downtown 
Spokane Partnership president Mike Edwards, Pete Fortin, Steven Faust (an 
attorney with the Paine, Hamblen law fi rm who served as chairman of Spokane’s 
Transportation Council and vice-chairman of the Ratepayer Advisory Board), and 
Bob Robideaux, Betsy Cowles’s River Park Square project director. The tone of 
Walsh’s letter was collegial but plain-spoken. He explained that all over America 
what kills downtowns is costly parking.

“This more than anything else broke the back of urban core retail across the 
nation,” wrote Walsh. “The Spokane Valley Mall is just such an example in the 
Spokane area. I shudder to think what the prospects for retail in downtown would 
be right now if the community had not answered back with the new River Park 
Square.”

But Walsh was also shuddering at the shocking last-minute news that Cowles was 
planning to hand AMC’s Spokane customers a stiff parking bill. Free parking was 
an absolute necessity for urban theaters, Walsh stressed. He pointed out that a 
recently opened Regal theater in Bellevue, which was “severely underperforming,” 
was charging patrons $2 to park. It hardly needed saying that the income level of 
Bellevue movie fans was higher than that of their Spokane counterparts.

Walsh emphasized that the parking problem had to be fi xed immediately: “The 
most vulnerable time for any project is at its opening. Community perception is 
formed either positively or negatively within a very short period of time. These 
attitudes will be cemented almost irrevocably within the fi rst two or three visits. 
Once fi rmly entrenched, the means at anyone’s disposal to alter those perceptions 
in the future could be rendered useless.”
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“At the currently proposed rates, it could cost $4.50 for 3 hours of parking to see 
a $7.00 show - ugh!” -Mike Edwards

Walsh wasn’t telling Spokane’s downtown leadership anything it didn’t already 
know. The Business Improvement District had done its own research showing a 
“soft shift in people’s willingness to come downtown” because of parking costs. 
BID had also researched urban theaters and found that almost all of them offer free 
parking.

In an April 29, 1999 memo to Spokane’s Transportation Council, Downtown 
Spokane Partnership head Edwards warned of the approaching crisis. “The City 
(probably for political cover) is set to implement the new rates as proposed in the 
bond document,” he wrote. “This means no evening discount, which may be a 
signifi cant disincentive to customers coming Downtown in the evening to go to the 
movies. At the currently proposed rates, it could cost $4.50 for 3 hours of parking to 
see a $7.00 show--ugh!”

In a May 4, 1999 memo Edwards warned downtown that its present validation 
program was “fundamentally broken.” This was because downtown merchants 
had been unable to develop a sustainable plan for subsidizing customer parking. 
River Park Square was about to make the problem much worse by creating the 
most expensive parking in Spokane’s history. And while the bond prospectus 
promised bond buyers that parkers themselves would be willing to pay the high 
prices necessary to pay off the bonds, downtown insiders-Betsy Cowles and Bob 
Robideaux included-seemed to recognize that wasn’t likely.

Ironically, Novak says the mall developer was among those who then successfully 
urged the PDA to cut its parking rates-to not charge the high prices. But it was 
the high rates that, when plugged into the controversial “investment appraisal” 
the city had gone along with in the Spring of 1996, had allowed Betsy Cowles 
to negotiate for a $26 million purchase price. (There were also provisions for 
additional Cowles profi t-taking if revenues fulfi lled the earlier, optimistic Walker 
projections.)

The developer’s advice to PDA was curiously contradictory. On the one hand, 
the bond markets were told that the garage’s rate structure would yield earnings 
strong enough to pay off the bonds. On the other hand, the developer urged the 
very public authority responsible for managing that rate structure to undercut it for 
fear of driving away moviegoers and mall customers. Cutting garage rates would 
supposedly entice consumers downtown, but at the risk of serious losses that 
would have to be paid by someone.
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Who Will Pay?

Novak says he went along with the developer’s request because he accepted the 
argument that when the mall was completed, parking volume would be suffi cient 
to pay off the bonds. He now acknowledges that both the PDA and River Park 
Square were wrong to have relied on the controversial revenue projections.

The forecasts from Walker Parking Consultants used to sell the bonds predicted 
year 2000 revenues of $4.6 million. That projection was off by more than $2.5 
million. The struggling PDA did not even take in suffi cient parking revenues to 
cover its non-debt service expenses.

The taxpayers of Spokane were already committed to helping defray such losses 
by the 1997 emergency parking ordinance. Who else should pay was reportedly 
suggested by Robideaux at the August 16, 1999 Spokane Downtown Foundation 
board meeting. According to Tracy Richter’s notes: “Robideaux... says other 
businesses must step up and not expect Betsy to subsidize. Wants business 
benefi ciaries other than retailers to put $ in pot.”

But that didn’t happen. In the summer of 1999, with River Park Square’s grand 
opening only days away, the quiet attempts to resolve the confl ict between the 
developer and AMC appeared to be going nowhere. The mall and the theater 
seemed on the verge of divorce. In an August 10, 1999 letter, AMC apparently 
suggested that River Park Square had defaulted on its lease by failing to provide 
theatergoers with free parking. Neither AMC nor Cowles will release a copy of that 
letter. However, River Park Square attorney Duane Swinton’s August 11 reply to 
AMC attorney Edward T. Bullard surfaced recently as part of legal discovery.

“River Park Square is disappointed that it did not hear back concerning its 
voluntary proposal to assist AMC on the validation issue,” wrote Swinton. “That 
proposal was not a recognition of any default by River Park Square concerning the 
lease terms but rather constituted a good-faith effort by the landlord to assist one of 
its major tenants. River Park Square has not been, and is not, in default of its lease 
obligations. Unfortunately, because of the August 10th letters [sic], the proposal is 
hereby withdrawn by River Park Square.”

Swinton’s blustery tone notwithstanding, AMC clearly held the superior hand. 
Construction delays had postponed River Park Square’s opening by three weeks. A 
lease provision gave AMC the right to pull out of the development entirely under 
such circumstances, so the developer was in no position to deliver ultimatums. 
Based on what happened next, it didn’t take Cowles and her team long to fi gure 
that out.
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At PDA’s insistence, the developer signed a reimbursement agreement that 
insured the developer would compensate PDA for AMC’s lost parking revenues 
if the theater pulled out over the dispute. In a move that epitomizes Cowles’s 
use of strategic secrecy in managing her part of the public/private partnership, 
her attorney Duane Swinton asked PDA and Spokane Downtown Foundation 
attorneys Koegen and Ormsby to sign confi dentiality agreements to keep this 
reimbursement pledge a secret. The developer agreed to defend that agreement 
against public records litigation, should any arise, and to pay any resulting fi nes 
ordered by the court. Koegen says he refused to sign. Ormsby confi rmed he did 
sign the agreement but even now, pursuant to that agreement, says he cannot 
answer other questions about how he handled the AMC crisis for the foundation 
and Preston, Gates & Ellis.

The reimbursement agreement only covered revenue losses in the event AMC left 
River Park Square. It did not cover whatever defi cits would result from discounts 
to AMC customers after the theater opened. It did not cover the worrisome losses 
Novak and Ormsby addressed in their August 13, 1999 letters.

Novak believes that private negotiations between AMC and Cowles at least 
managed to keep AMC from bolting. AMC and the mall developer won’t discuss 
the deal that was struck. Novak’s summation: “Somehow they pulled the thorn.”

But apparently AMC was left smarting. On August 20, 1999, AMC attorney Bullard 
wrote a sharp letter to the Downtown Spokane Partnership, River Park Square boss 
Robideaux, and the PDA. His client, he said, was not happy with the new parking 
terms.

“AMC is concerned about and objects to the confusing and poorly timed 
implementation of the new program in connection with AMC’s opening and the 
openings by other major retailers. The logistics of the program seem to change 
daily... many questions and confusion remain regarding the program as of the day 
prior to the opening of AMC’s facility... For the foregoing reasons, AMC has asked 
us to request that the implementation of the ‘easy pass’ system be delayed and 
suggests that free parking be provided until it can be properly implemented...”

As River Park Square’s losses steadily mount, Novak acknowledges that the 
warnings he and Ormsby sounded in their August 13, 1999 letters were to no avail. 
“We left it all in the hands of the lawyers,” he says. “I mean, that’s how we got 
where we are.”

One person who is not surprised about the fi nancial mess at River Park Square is 
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former deputy city manager Pete Fortin. He says that when the mall opened it was 
generally understood in city hall that “more money would have to come in from 
somebody” if the bonds were to be repaid.

Did Fortin have any sense of how that would happen, or where the money would 
come from?

“No.”

Did he have a sense of whether it would happen?

“Well, in my mind it had to happen.”

Fortin retired in February 2000. Who in the city at that time did he think had an 
understanding of where the new revenue would come from to pay off River Park 
Square’s bonds?

“I don’t think anybody did. I don’t think the process had begun to determine 
where it would come from.”

Asked what he expects to happen next, Fortin seemed resigned to Spokane’s 
ongoing impasse. He replied: “I’m going to go make a presentation tonight on the 
incorporation of the Spokane Valley. That’s all I’m guessing on.”

Meanwhile, those trying to solve the mystery of River Park Square can only 
scratch their heads about why the developer, the PDA and the Downtown Spokane 
Foundation allowed the mall to open under such uncertain circumstances.

As the city’s special counsel Laurel Siddoway put it in court papers fi led in a 
discovery motion in mid-April 2001: “Further discovery will perhaps reveal why 
the parties felt obliged to close the purchase under these circumstances.”

THE END

See sidebar, “Box Canyon.”

Return to Part 1

Copyright 2001 by camasmagazine.com
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UNDER THE INFLUENCE SIDEBAR (AUG 18, 2001)      
Box Canyon

Since the PDA signed its lease for the River Park Square garage in September 1999, 
revenue shortfalls at the facility have been leading Spokane taxpayers into a kind 
of legal, political and fi nancial box canyon.

It begins with the bonds. While they are called revenue bonds (meaning payment 
of their principle and interest is supposed to come from revenues), the garage 
bonds were carefully modifi ed to put a considerably larger checkbook behind 
them.

In a July 18, 1996 memo from John C. Moore of Prudential Securities, the bond 
underwriter, Moore reported that an “important credit feature” of bonds fi nancing 
the garage would be the perceived “moral” obligation of the city council to dip into 
its general funds.

Such a moral obligation was satisfi ed by the 1997 emergency parking ordinance. If 
garage revenues lagged, the city was pledged to apply its parking meter income. 
If that still wasn’t enough, the city had to raise parking meter rates. If that drove 
customers away, so that there still wasn’t enough money to cover operations and 
maintenance, the full brunt of Spokane’s moral obligation came to bear. The city 
was then required to apply “other legally available funds.”

This meant the city’s general fund could be tapped. Police, fi re, library, park 
worker paychecks, etc. come from the general fund. The people of Spokane, then, 
were playing an important role in building River Park Square’s garage. They were 
risking their general fund and, as things turned out, their municipal bond rating.

The importance of enhancing the creditworthiness of the bonds became apparent 
when the plan changed to one where the bonds would be sold “on behalf of the 
City” by a new nonprofi t corporation (SDF) with no credit history and no assets 
other than the garage itself to draw upon.

This “credit-enhancement” will go down in Spokane history as the short fuse for 
the opening legal battles in the River Park Square fi asco. And yet its purpose in 
providing a “moral” if not legal obligation upon the city was plainly demonstrated 
as recently as the July 30, 2001 city council meeting. PDA president Terry Novak, 
among others, urged the council to “avoid the cloud over the community’s credit” 
by approving an $800,000 loan from the city’s solid waste fund to avoid a default 
on the bonds. Days after Mayor John Powers vetoed the loan, two bond ratings 
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agencies downgraded the city’s credit rating, even though there was no legal 
obligation on the city’s part to make the loan. Estimates of the cost of the credit 
downgrades run into the hundreds of thousands of dollars per year.

THE END

Copyright 2001 by camasmagazine.com
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ROBERTA GREENE’S RESIGNATION DEBATED (AUG 27, 2001)     
In a recent e-mail exchange, former council contender David Bray calls for 
Greene’s resignation. Mayor John Powers responds.

After the revelations in Camas Magazine’s “Under the Infl uence,” the following 
e-mail exchange took place.

From: David Bray Sent: Sunday, August 19, 2001 To: Roberta Greene Cc: City 
Council members and Mayor John Powers Subject: Resignation

Dear Councilwoman Greene,

If there is anything that should be held as the highest purpose of an elected 
offi cial it is that honesty and integrity is due the voters who placed that offi cial 
in the position of representing them. Although over the past many years the title 
“politician” has been subject to many negative connotations, I have the hope 
that through honorable deeds and hard work those who become politicians will 
someday have earned a title that brings respect.

It is equally important to recognize that elected offi cials who violate the trust 
the people have placed in them through deception and/or the omission of the 
truths the voting, taxpaying public is entitled to, commit an offense to those they 
represent, insult the community as a whole and are no longer morally fi t to serve.

With that in mind and in light of the information recently made available to 
the public via Camas Magazine regarding your participation in withholding 
extremely pertinent and valuable information regarding the River Park Square 
garage fi nancing and other relevant information concerning tenants, not only from 
the taxpayers but from other council members at the time and current council 
members, that your most honorable option is, and should be, an immediate 
resignation from the Spokane City Council and an apology to the people of this 
city.

Sincerely,

David Bray

[Mr. Bray opposed Roberta Greene in the 1999 election.]
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From: John Powers To: David Bray, Roberta Greene Cc: City Council members Sent: 
Monday, August 20, 2001 Subject: RE: Resignation

Dear Mr. Bray,

I am offended by your lynch mob mentality. Last time I checked, the doors to the 
courthouse were still open and our civil justice system intact. Continued personal 
attacks on Ms. Greene or any Member of The Council is not an effective way to 
advance a full, fair and long lasting resolution to the RPS matter. Let’s pledge to 
resolve this matter for the good of the entire community, not a narrow political 
agenda.

Sincerely,

John Powers

From: David Bray To: John Powers Sent: Monday, August 20, 2001 Subject: Re: 
Resignation

Dear Mayor Powers,

I appreciate your response, but of course I disagree with your perception. Over 
the course of this battle regarding River Park Square and the garage, the primary 
area of contention and anger has been the failure of the 1997 City Council to 
disclose information to the public that should have been disclosed and the tactics 
used to keep the taxpayers out of having a say in the decisions being made. Mrs. 
Greene and Mrs. Holmes were instrumental in suppressing that information 
and participation and continue to be to this day. Their recent actions attempting 
to resolve this situation are believed to be no more than a pursuit of their own 
personal agendas. It was partially but substantially the result of their earlier actions 
that we’re where we are today!

I submit to you that Mrs. Greene’s resignation would be a proper step in reaching 
resolution in that it would fi nally be an admission by someone involved that they 
were accepting some responsibility for their actions and the consequences of those 
actions. When a person steps up to the plate, often others will follow. From that 
point it often becomes easier for all participants to focus on correcting the mistakes 
made, rather than fi ghting to prove that there were none made. Perhaps you could 
explain to me why you believe that when someone has participated in a process in 
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which they willingly withhold information due the public and their fellow council 
members, they should not be held accountable or responsible. I believe sir, that 
your pursuit of a solution by assessing no blame to any parties is unrealistic at best, 
and somewhat naive as well.

I have no political agenda, Mayor Powers, other than seeking a sound course 
of action in many areas of concern in Spokane. It’s simple, common sense to 
understand that the public trust in its elected offi cials is not an option, but a 
requirement, not to be dismissed as irrelevant for any reason and especially for 
political expediency or personal goals. An elected offi cial who violates that trust 
and does such great harm should face consequences, not a pat on the back or 
merely a wagging fi nger.

I heard you proclaim to all present outside city hall one recent evening that 
you always do the right thing. That was refreshing to hear but unfortunately, 
unsupported to any great extent. I have hopes that will change. Meanwhile, you 
may be offended as much as you wish. I won’t hold that against you, however, 
I will question your understanding of right and wrong as long as you pursue 
absolution for those who have harmed this city and its people.

Sincerely,

David Bray
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POWERS’S MEDIATION EFFORTS QUESTIONED (AUG 28, 2001)
Councilman Steve Eugster objects to the mayor’s strategy.

City Councilman Steve Eugster says he believes that enough facts about the 
troubled River Park Square development have now surfaced to suggest that the 
project rests on a foundation of illegal activities. For that reason, Eugster says, he 
is choosing to absent himself from mediation efforts launched Tuesday, August 28, 
2001, by Mayor John Powers.

Powers has brought in former Spokane attorney and Washington State Supreme 
Court Chief Justice Richard Guy to facilitate discussions among the mayor and 
members of the council. Guy, in introductory remarks to the council Tuesday 
morning, said his conversations with attorneys for River Park Square and 
bondholders persuade him that an opportunity for mediation exists. According to 
Guy, the mayor and enough council members will need to reach agreement on the 
city’s interests, objectives and thresholds.

In this process, Eugster is clearly the odd man out. Still, even though his allies on 
the council (Cherie Rodgers and Steve Corker) chose to participate in the mayor’s 
efforts toward possible mediation, both agree that Eugster is raising serious issues 
that the city and other parties will have to address sooner or later.

Mayor Powers’s position on mediation was presented to the community last week 
in a commentary that appeared fi rst on his Wednesday cable broadcast and then 
as a column in the Inlander weekly newspaper. (It can also be read on the city’s 
website at www.spokanecity.org.)

Eugster, however, is clearly getting short shrift from the Spokesman-Review 
and other media. For example, Spokane’s only daily newspaper simply chose to 
ignore the councilman’s recent letters to Spokane County Prosecutor Steve Tucker. 
Those letters, sent in the past two weeks, request the county seriously explore the 
prospect of empaneling a grand jury to look at possible criminal violations with 
respect to the River Park Square garage transaction.

For better or worse, councilman Eugster doesn’t greet the day with ambitions 
for winning popularity contests. But his views certainly belong before the same 
community that the mayor and the Spokesman-Review claim to be trying to serve. 
For that reason, we’ve decided to post his letter-explaining the councilman’s 
reasons for abstaining from the mediation process-that was sent to powers Monday, 
August 27.
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-The Editors

-

From: Stephen K. Eugster Sent: Monday, August 27, 2001 To: John Powers Cc: City 
Council Re: River Park Square - Mediation - Justice Rich Guy

Mayor Powers:

I understand that this week you intend to bring former Justice Rich Guy to Spokane 
to mediate the River Park Square litigation. I have decided not to participate.

Here are some of my reasons:

1) Mediation should not take place until facts and rights are known and 
understood. We still do not have the truth about River Park Square.

2) Mediation does not work where there may be real wrongdoing. As you know I 
have asked, and will continue to ask, the Spokane County Prosecuting Attorney 
to look into whether there is not enough now known to consider further inquiry 
with a view to presenting a case of good cause to ask the Spokane County Superior 
Court Judges to empanel a grand jury.

3) Mediation does not work where actions have been taken which have burdened 
the city if those actions are null and void because they violate the Washington 
Open Public Meetings Act.

4) Mediation should not be pursued unless all parties are before the court or are 
actual targets of possible litigation. The Spokane Downtown Foundation and its 
directors should be in the litigation along with the lawyers that represented the 
Foundation. This aspect is very troublesome because of your connections to one 
of the directors of the Foundation and because of your connection to one of the 
attorneys that represented the Foundation.

5) Mediation is not appropriate if the possibility exists that the Foundation bonds 
violate the provisions of Rev. Rul. 63-20.

6) Mediation is not appropriate if federal securities laws have been violated.

7) Mediation is not appropriate by Justice Guy because he has acted in a judicial 
capacity in two cases involving River Park Square.
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For these reasons and others I will not participate and advise you that it would be 
best if the mediation you seek is called off until these matters have been dealt with.

Very truly yours,

Stephen K. Eugster
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IRS RULES AGAINST RPS BONDS (SEPT 15, 2001)
Why did a month pass before the council learned of it?

In a potentially serious setback to all parties in the River Park Square crisis, the 
IRS issued a preliminary determination that the revenue bonds used to fi nance the 
mall’s garage do not qualify for tax-exempt status. The city was informed of that 
decision in an August 8 letter sent by IRS agent Derek Knight.

Laurel Siddoway, special counsel to Mayor John Powers, informed the city council 
of that decision Thursday, September 13, in a hand-delivered letter marked 
confi dential. Siddoway accompanied her letter with the IRS notifi cation.

City councilman Steve Eugster forwarded both pieces of correspondence to Camas 
Magazine. Eugster objected to Siddoway’s caution for confi dentiality, saying it 
could violate the city’s duty to inform bond markets. As an elected offi cial, Eugster 
said, he felt he had a legal obligation to inform the public.

“The city is not the issuer of those bonds,” said Eugster. “For it to participate in 
secrecy aligns it with the issuer. The city does not have the right to withhold this 
kind of information, and it was inappropriate for Ms. Siddoway to do so.”

The redevelopment of River Park Square was fi nanced by $31.5 million in bonds 
sold in 1998 by the Spokane Downtown Foundation. That nonprofi t organization 
was created by the Cowles family, River Park Square’s developer, to sell the bonds.

The IRS’s eight-page August 8 letter explains that the bonds fail to meet 
requirements for tax-exempt fi nancing in two areas:

1) The use of bond and garage revenue proceeds exceeds the 10 percent IRS limit 
for private benefi t and, thus, the bonds are really “private activity” bonds ineligible 
for tax-exempt status.

2) The Spokane Downtown Foundation-the nonprofi t corporation that issued the 
bonds “on behalf of the city”-did not qualify under IRS rules as a legitimate issuer 
of tax-exempt bonds.

The IRS’s “preliminary adverse determination” devotes equal attention to 
both alleged violations, citing various examples of how the garage transaction 
benefi ted private parties-Cowles real estate companies and Nordstrom, the mall’s 
anchor tenant. It also notes the peculiar circumstances under which the Spokane 
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Downtown Foundation was established, citing the fact that the foundation’s 
registered agent from November 1996 to February 1998 had an apparent confl ict, 
acting as the developer’s “lead negotiator in the sale of the parking garage” to the 
foundation. (Although the letter did not name him, this passage is a reference to 
Duane Swinton, who also serves as attorney for the Cowles-owned Spokesman-
Review newspaper.)

The IRS also focused on another peculiarity of the garage transaction-the fact that 
a Cowles family real estate company keeps ownership of the land beneath the 
garage, even though the building was sold to a nonprofi t corporation.

When the bonds are paid off in 2019, the letter notes, IRS rules require that the city 
receive the garage “free of encumbrances.” Yet, “the fact that the Developer still 
retains the land underneath the parking garage violates this requirement.”

The letter goes on to note how the Cowles’s continued ownership of the land exerts 
inappropriate leverage over the city in terms of how the garage is operated and 
how much the city will pay for ground rent, which is to be paid to the Cowleses 
indefi nitely.

The IRS gave Preston Gates & Ellis, bond counsel to the Spokane Downtown 
Foundation, 30 days to respond to its August 8 letter. Failing to hear from the 
attorneys during that period, the taxing agency said it would propose a fi nal 
determination that would strip the bonds of their tax exemption.

Preston Gates & Ellis did not return Camas Magazine’s phone call asking whether 
it had responded to the IRS notifi cation. However, special counsel Siddoway said 
a Preston Gates & Ellis representative told her that PG&E had verbally requested, 
and been granted, an extension until October 5.

Should revocation of the bonds’ tax-exempt status stand as the fi nal determination, 
the IRS will probably look to “the parties that constructed the deal” to repair the 
damage, says former Prudential Securities attorney Mark Schwartz, a longtime 
critic of the River Park Square garage transaction. “That’s the developer, and the 
underwriter, and the lawyers that gave opinions and said, ‘This is all fi ne.’ “

If the IRS’s adverse determination stands, the damage will include lost interest to 
the federal treasury and unplanned tax bills for investors who thought they were 
buying tax-exempt bonds.

Laurel Siddoway reviewed another concern in her Sept. 13 cover letter to council 
members. She noted that loss of the bonds’ tax-exempt status would have a 
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signifi cant impact on attempts to refi nance the garage.

Documents recently obtained from the city by Camas Magazine show that, as of 
July, the city’s negotiating strategy with Betsy Cowles hinged on the city being able 
to restructure the garage debt by issuing tax-exempt limited general obligation 
bonds. The preliminary IRS ruling would, if it stands, force the city to look for 
other ways to fund the city’s fi nancial contribution to a negotiated settlement 
with Cowles. As former city bond counsel Roy Koegen pointed out last year, “You 
cannot issue tax-exempt bonds to refund a taxable deal.”

Why did a month pass before the council learned of the IRS letter? Siddoway 
explained that her law fi rm was not provided the IRS’s August 8 adverse ruling 
until September 12. While the IRS letter was addressed to “City of Spokane,” it had 
been sent to Preston Gates & Ellis as the Spokane Downtown Foundation’s bond 
counsel. Siddoway said the IRS had provided her a copy of the letter in response to 
an inquiry she made “a week or so” earlier. Siddoway explained that Preston Gates 
& Ellis declined to provide the city a copy of the letter based on a questionable 
legal rationale: that 1998 legislation governing “taxpayer privacy,” for the purposes 
of an IRS appeal, granted the bond issuer “taxpayer” status.

“Although I question whether the foundation has the right to control access to the 
enclosed determination, I caution you that its attorneys have suggested that view,” 
Siddoway advised the city council members.

At the September 14 meeting with Camas Magazine editors, Siddoway said she 
thought the “foundation was clearly trying to do damage control” in withholding 
the IRS letter from Spokane offi cials.

“[T]he bond markets would be best served by the Foundation’s timely disclosure 
of the IRS determination, so that it can disclose at the same time any disagreement 
with the IRS view and any plans to appeal it,” she wrote in her letter to the city 
council.

It appears that the Spokane Parking Public Development Authority (PDA) was 
legally required to divulge the IRS determination immediately. Special counsel 
Siddoway was unaware of this requirement. Siddoway acknowledged she didn’t 
know that the PDA had signed a “Continuing Disclosure Agreement” on August 
1, 1998 as part of the issuance of the garage bonds. That agreement imposed a host 
of requirements on the PDA. Among them is the duty to immediately report to 
national bond information agencies any of 11 “signifi cant events” impacting the 
bonds. Signifi cant event No. 6: “Adverse tax opinions or events affecting the tax-
exempt status of the Bonds.”
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Because two city councilwomen, Roberta Greene and Cherie Rodgers, are also 
directors of the PDA, Siddoway’s letter put them in a legally awkward position, 
according to one authority familiar with the garage bonds. If Greene and Rodgers 
chose to honor Siddoway’s confi dential stipulation, said the source, who asked not 
to be identifi ed, they would arguably have be in violation of the PDA’s Continuing 
Disclosure Agreement.

THE END

Copyright 2001 by camasmagazine.com
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ANALYSIS: SYMPATHETIC LIES (SEPT 18, 2001)
The mayor’s RPS legal strategy is a whitewash

John Powers’s most important decision in his fi rst nine months as Spokane’s new 
strong mayor isn’t his highly visible July 31 veto of the $800,000 “loan” to try to 
prop up the fl oundering River Park Square garage. Rather, it was a move he made 
back in February, with his newly appointed special counsel Laurel Siddoway. This 
was the decision to gut the city’s River Park Square lawsuit. At the heart of that 
lawsuit was the charge of a civil conspiracy among city offi cials and Betsy Cowles’s 
RPS development team. The purpose of the conspiracy, the city had alleged, was to 
divert public funds for private purposes.

The short-lived council majority that preceded Powers’s election-John Talbott, 
Cherie Rodgers, Steve Eugster and Steve Corker-believed that if the public 
pocketbook was going to be tapped, then citizens had a right to understand why. 
They hired Seattle attorney O. Yale Lewis as the city’s special counsel. and it was 
Lewis, on July 18, 2000, who fi led the case. Talbott, the man Powers replaced as 
mayor, thought the conspiracy charges could expose the corruption he and many 
of his supporters believed existed at the core of Spokane’s politics. The original 
lawsuit, he believes, “was the only thing that could explode the cancer.”

Powers believes that the better route to a resolution of the RPS debacle is through 
a kindler and gentler legal strategy that emphasizes mediation. He believes, and 
exhorts other to believe, that this course will result in a settlement that equitably 
shares the fi nancial burden of a joint failure. He also believes that a mediated 
settlement can limit incriminations to ambiguous “mutual mistakes,” spare harm 
to personal reputations, and prevent further damage to Spokane’s already battered 
image. Toward these ends he has made clear that an aggressive inquiry into River 
Park Square is neither necessary nor desirable.

Yet, even by his terms, Powers’s plan is only effective if it resolves the RPS impasse. 
So far it hasn’t. The news last week that the Internal Revenue Service has issued a 
preliminary determination that the garage transaction violated federal tax rules is 
only going to complicate his efforts. The more people in Spokane understand about 
the RPS public/private partnership, the more diffi cult it will be for the mayor to 
insist this is a problem among business partners as opposed to the “fraudulent 
scheme” that bondholders and others allege. To an increasingly skeptical public, 
Powers will have even more explaining to do. Perhaps the biggest question that 
awaits him is why-in addressing what is arguably the most serious civic crisis 
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Spokane has ever faced-he chose to focus on the symptoms rather than facing up to 
the disease.

Mr. Mayor, Meet Mr. Beringer

Powers reiterated his views in an August 23 column in the Powers-friendly weekly 
newspaper, The Inlander. The piece was a response to criticism from developer 
Betsy Cowles and others in the downtown business community directed toward 
the mayor’s veto. In this reply, Powers reminded readers that he viewed the River 
Park Square litigation “as a business dispute, not an inquisition.”

“This dispute is not about a developer who lied,” Powers asserted, “and it is not 
about a City that lacks honor. It is divisive and destructive to our community to 
describe it in either of those terms. This dispute is about equitably allocating tens of 
millions of dollars for unforeseen losses arising from shared mistakes.”

As for his decision not to pursue conspiracy charges, Powers explained, “until 
someone shows me some evidence, I don’t buy it.”

If Powers were really in the market for evidence he would, by now, have listened 
to Dennis Beringer, the city’s former real estate projects manager. Beringer was, in 
essence, the city’s fi rst line of defense when Cowles and River Park Square project 
manager Bob Robideaux began an aggressive lobbying effort to get the city to use a 
rare “investment value” appraisal method to set a price for the garage.

Beringer balked at the appraisal method. His offi ce already had done an informal 
market appraisal in 1995, shortly after Cowles had fi rst approached the city to 
request that it purchase an expanded River Park Square garage as one way to 
help with her redevelopment. That fi rst appraisal, Beringer says, was based on 
a standard “income approach,” which took into consideration historic garage 
revenues coupled with projections of future revenues and garage operating 
expenses. The appraisal Beringer endorsed came to $15 million. The city council 
then passed Resolution 95-74, expressing the city’s intent to acquire the new garage 
for “an amount not to exceed $15 million” and pay for it by issuing revenue bonds.

In the ensuing months, Cowles and Robideaux evidently learned how public 
involvement in parking garages could be used not just to reduce a commercial 
development’s capital requirements but to disguise enormous public subsidies. By 
early 1996, Cowles not only wanted a new appraisal of the garage, she wanted it 
done a certain way.

Beringer tried to put his foot down but to no avail. The appraisal assignment went 
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forward over his objections and created the basis for a $26 million purchase price 
on a garage that only months earlier the city had appraised at $15 million.

The incredible subsidy the city was going to hand Betsy Cowles can’t be hidden 
with the words “mutual mistake” and other euphemisms that characterize 
the mayor’s position. It was a willful act in which the city’s professional staff 
participated on orders from the city’s elected offi cials. The rigged appraisal on the 
garage was only part of the subsidy. Two weeks before the $31.46 million bond 
offering, the city’s consultant, Walker Parking, sent the city a memo. In that memo, 
Walker reported that the market value of the new garage was $8.6 million and 
that the land beneath the garage was worth $2 million. And yet, the city signed off 
not just on the $26 million purchase price, but to a “ground lease” that would pay 
a Cowles real estate company more than $18.2 million dollars in rent on that $2 
million property over the next 20 years. At the end of that 20 years, the Cowleses 
would still own the land and still be able to collect “ground rent.”

In hindsight, the city would seem to have had every legal, ethical and fi nancial 
incentive to take its lead from Beringer rather than pushing him aside and telling 
him to be quiet. Instead, the complicated transaction proceeded. The bonds were 
sold by the Spokane Downtown Foundation, a nonprofi t corporation set up by 
Cowles attorneys, and the bond proceeds were used to buy the garage from the 
Cowleses.

“The Garage Valuation Sham”

The Denver law fi rm of Davis and Ceriani-which represents one group of 
bondholders now suing the city and the RPS developer for securities fraud-titles 
one section of its complaint “The Garage Valuation Sham.” The complaint explains 
what the city and Betsy Cowles did in the following terms:

“The City real estate manager, Dennis Beringer, advised the City to seek market 
value appraisals of the Garage. However, at the urging of Elizabeth Cowles 
and R.W. Robideaux, acting on behalf of the Developers, the City instructed 
its appraisers to use the highly misleading ‘investment value’ method to value 
the Garage. Beringer objected to use of the investment value and advised the 
City that its use would substantially and unreasonably infl ate the value of the 
Garage, thereby causing the Foundation to pay more for the Garage than it was 
really worth, pay much more to the Developers under the ground lease than was 
reasonable and fair, and would jeopardize the Foundation’s ability to service and 
pay off the bonds (all of which were material facts that were never disclosed to 
prospective purchasers of the Bonds). The City, in furtherance of the conspiracy 
and scheme or artifi ce to defraud, ignored Beringer...”
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Powers’s special counsel, Laurel Siddoway, responded to the above charge:

“[T]his defendant admits that Dennis Beringer recommended that the City 
seek ‘fair market value’ appraisals of the garage and that an ‘investment value’ 
appraisal would result in a value which was infl ated in the sense that it would 
exceed a ‘fair market valuation’ and would thereby cause the Foundation to pay 
more for the garage and for the ground lease than was reasonable and fair. This 
defendant further admits that it adopted the ‘investment value’ approach at 
the urging of Elizabeth Cowles and R.W. Robideaux. This defendant denies the 
remaining allegations of [the paragraph].”

Siddoway’s response to the bondholders’ allegations attempts to create a wall of 
deniability between Betsy Cowles and city offi cials. In this instance, Siddoway 
agrees that the city went along with the investment appraisal idea “at the urging” 
of Cowles but denies it was part of a conspiracy. As Siddoway knows from her own 
arguments on other aspects of the case, however, this was not the only time city 
offi cials engaged in irresponsible and/or incriminating conduct at the urging of 
Cowles or her development team.

One insight into the working relationship between Cowles and the city comes 
from former city bond counsel Roy Koegen in a March 2000 interview with Camas 
Magazine.

“Normally when you enter into a public/private partnership, the government 
says these are the rules, you [the private partner] pay all of our costs,” Koegen 
said in explaining one of several unusual features of the garage transaction. “We 
are reimbursing Betsy for her costs. I wouldn’t have done that. I would have said 
if you want the benefi t of tax-exempt fi nancing, these are the rules you play by. 
Didn’t work. The rules got changed on us.”

Another insight into the character of the partnership comes from former city 
attorney James Sloane. Sloane explained in an interview last year that Cowles had 
put the council in a “take it or leave it” position with regard to the investment 
appraisal and the resulting subsidies. But if the pressures that Cowles and her 
team put on city offi cials should excuse their complicity in an allegedly fraudulent 
scheme, it’s an argument that Siddoway’s predecessor, O. Yale Lewis, didn’t buy.

The Mayor’s Colleagues, the Developer’s Board

In many respects, the Powers campaign for mayor was as much a race 
against Lewis’s lawsuit as it was against John Talbott. In his Inlander piece 
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Powers reminded Cowles and other critics of his veto that he “dropped the 
conspiracy claims against the Developers and unnamed city offi cials early in 
my administration.” For those who still didn’t get the mayor’s point, Inlander 
contributor and Powers supporter Robert Herold delivered a more pointed 
explanation in a column the following week. Would they, he asked, have “preferred 
the Steve Eugster approach-you know, the one that would have us talking not 
about an equitable settlement but jail sentences?”

Given the civil and perhaps even criminal liability that may attend to the garage 
scandal, one has to seriously consider that personal connections are part of the 
reason Powers wants to look away from the evidence. Two key players in RPS-
Mike Ormsby and David Broom-are associates of Powers. Ormsby was the 
mayor’s campaign treasurer. Broom, a former chairman of the Spokane Chamber of 
Commerce, is a partner at Paine, Hamblen, Coffi n, the law fi rm where Powers was 
also a partner before becoming mayor. Ormsby and his fi rm, Preston, Gates & Ellis, 
represented the Spokane Downtown Foundation. Broom is one of only three SDF 
board members.

The SDF is in an increasingly diffi cult spot because it was the foundation, not the 
city, that issued the garage bonds. Hence, the foundation and Preston, Gates & 
Ellis are primarily (though not solely) responsible for the representations about the 
garage transaction that were made to investors.

The basic charge against the SDF is that it was simply a front for the River Park 
Square developer in the garage transaction. As the IRS detailed at some length in 
its August 8th letter, federal rules require that a nonprofi t issuing tax-exempt bonds 
act in ways that “are essentially public in nature,” and that the municipality on 
whose behalf it operates have “a benefi cial interest in the corporation.” The IRS 
now fi nds that the SDF did not pass this test and should not have been allowed to 
issue bonds.

Attorneys for bondholders are more explicit. In their court fi lings they allege that 
the foundation was under the “total control” of the developer. In this respect, both 
the bondholder lawsuit and the IRS letter validate Lewis’s warning last October 
that the fi nancing of the project is “subject to challenge on the grounds it violated 
Revenue Ruling 63-20 by funneling funds signifi cantly in excess of fair market 
value to the Developers.”

Documents recently obtained by Camas Magazine offer substantial additional 
evidence in support of Lewis’s fi nding.

Under the plan put together among lawyers for Betsy Cowles, Preston Gates & 
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Ellis and the City of Spokane, the SDF was supposed to play a very limited role. 
Remarkably, it did not even bother to conduct its own appraisal of the property it 
was purchasing, relying instead on negotiations between Cowles and the city. In 
a March 1999 letter sent to Ormsby, six months after the bonds were sold, Broom 
relayed his understanding that the “primary, active duties of the foundation have 
been completed, namely an organization which has then issued and sold bonds.”

Unfortunately for the foundation, that turned out not to have been the case. 
The bonds had been sold, but the transaction would only be completed when 
the Parking Development Authority signed its lease with the SDF to take over 
operations at the garage. This was expected to occur in August 1999 but, as 
reported in “Under the Infl uence,” it was delayed because of a confl ict between 
Cowles and one of the mall’s marquee tenants, AMC Theatres.

Suddenly the nonprofi t corporation, created by Cowles lawyers to be a mere 
conduit for bond proceeds, had some serious work to do. In the course of trying to 
resolve the problem that arose because of the AMC fi asco, Ormsby wrote a letter 
that turned a fl oodlight on the nature of the relationship between the foundation 
and Cowles. It also removed any faint shred of legitimacy for the $26 million 
purchase price of the garage.

Ormsby’s August 13, 1999 letter to Cowles attorney Duane Swinton was preceded 
by a letter Ormsby received that same day. In that fi rst letter, PDA President Terry 
Novak reported that because the PDA would lower its parking rates (as part of a 
quiet effort to help Cowles solve the problem with AMC), the deal would no longer 
work as designed. “Unless a solution is found to this matter,” Novak wrote, the 
PDA “will be unable to lease the Facility.”

Ormsby then, as counsel to the Spokane Downtown Foundation, wrote his letter, 
correctly reminding Swinton that the $26 million check his client was expecting 
from the foundation was based on parking revenue projections that were no longer 
relevant. (Novak’s letter pointed to a shortfall of $1,240,000 in the year 2001.) It may 
be appropriate, Ormsby gently suggested, “to consider adjusting that purchase 
price to refl ect the revised revenue stream.”

The record shows that the mayor’s associates-David Broom and Mike Ormsby-
were present at a foundation board meeting three days later at which Novak’s 
letter was vigorously discussed. Betsy Cowles also attended. She told Broom and 
his fellow board members how upset she was that Novak’s letter might become 
public. Novak’s letter didn’t become public, and when the city and the PDA 
opened their fi les in response to public records requests from Camas Magazine and 
KXLY-TV, both Novak’s and Ormsby’s letters were missing.
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Lawyers for bondholders allege that the whole transaction involving the 
foundation was a “sham.” They also charge that the parties to the bond issue 
committed securities fraud by not publicly disclosing information about the AMC 
impasse and its effects on garage revenue projections.

An issue implicit in the IRS fi nding is that in addition to its responsibilities to 
bondholders, Ormsby and the SDF board had fi duciary responsibilities to the city 
that they failed to honor. Indeed, this is the argument that the city made in the 
complaint fi led by Lewis last year in state court against the foundation. This was 
before Lewis had access to discovery. Since Lewis fi led the complaints against the 
foundation, the evidence from discovery has greatly strengthened the city’s case 
with regard to how much Ormsby and foundation board members knew about the 
fl aws in the garage deal before they signed onto it. The city, however, is no longer 
making this case. When Powers and Siddoway amended the city’s lawsuit in 
February 2001, they dropped all charges of wrongdoing against the foundation.

The Scapegoat and the Fall Guy

Evidence mounts about what a number of Spokane’s leading offi cials and citizens 
knew about the garage deal before the papers were signed. This evidence is eating 
the heart out of the city’s remaining lawsuit. From the outset, for example, the lead 
defendant in the city’s case has been Walker Parking Consultants, the fi rm the city 
hired in 1996 to assist in evaluating the feasibility of the garage transaction. Up 
until now, the Indianapolis-based company has been the scapegoat of fi rst resort 
for the city and the media, because its revenue projections for the garage were so 
wildly off the mark.

The city still has a case that Walker’s errors redounded to the advantage of River 
Park Square. It may also still have a case that Walker and Cowles should have been 
more forthright with city offi cials about a pre-existing business relationship and 
Walker’s earlier (and less optimistic) projections. But the paper trail of the AMC 
crisis shows something else: there were several high-ranking city offi cials who had 
advance knowledge that the forecasts given the city should not be relied upon.

Walker’s response to the city’s lawsuit is that the city knew very well what it was 
doing at every key juncture in the River Park Square transaction. The company’s 
defense includes an argument it shares with several critics of the garage deal-that 
the council heard ample public and expert testimony “highly critical” of Walker’s 
analysis. The bottom line, according to Walker’s attorneys, is that the city’s 
decisions to proceed, despite the well-documented risks, were made “as a matter 
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of policy.” (italics in original). In other words, the city understood the deal and has 
only itself to blame.

A weakening case against Walker is not the biggest problem with the city’s 
revamped lawsuit. Its biggest problem was created by a crucial decision Powers 
made at about the same time he decided to drop the civil conspiracy charges from 
the city’s case. He singled out city bond counsel Roy Koegen and offered him up as 
the one (and only) city offi cial to blame for the city’s legal exposure.

Why Powers and Siddoway made this decision is puzzling. The gist of the city’s 
current legal argument-which becomes a refrain in Siddoway’s responses to the 
bondholder’s fraud and conspiracy charges-is that if there was any wrongdoing in 
the garage transaction, city offi cials were oblivious to it. They were either duped 
themselves or didn’t participate. But then the city comes to Koegen and fi les a 
claim against him, alleging that he knew what was going on and is culpable for not 
sharing crucial information (about, for example, the AMC fi asco) with his client, 
the city.

There are problems with the charge that Koegen withheld critical information 
from city offi cials. The biggest of these problems is that it is only going to elicit a 
vigourous defense from Koegen that could swiftly blow the mayor’s legal case and 
destroy his political career.

The reason, simply, is that city offi cials did know. The council majority of 1995 
through 1999 worked closely with Koegen and other city attorneys and city staff 
to script the city’s side of the public/private partnership. Much of the detailed 
planning was done through the council’s fi nance committee in coordination 
with bond counsel and the city’s legal department. Two of the three members of 
the fi nance committee had additional assignments to the board of the parking 
development authority to specifi cally follow through on the garage portion of the 
plan. One of those people is former councilman Orville Barnes, who left the council 
in 1999. The other is second-term councilwoman Roberta Greene.

As reported in “Powers Play,” Koegen and others learned last winter that the 
Siddoway/Powers legal strategy involved a stunning new argument. Namely, that 
the city council really didn’t agree that parking revenue collected at the River Park 
Square garage should go fi rst to paying debt service on the bonds. One problem 
with this assertion is a letter signed by former city attorney Jim Sloane that assures 
prospective bond buyers of the reliability of the offi cial bond statement that says 
that parking revenues will be used fi rst for debt service.

Sloane’s letter accurately refl ects the council’s understanding of the deal at the 
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time it passed the 1997 emergency ordinance that enabled the garage’s fi nancing. 
As members of the city’s fi nance committee that worked intensively on the project, 
Barnes and Greene accompanied Koegen and Deputy City Manager Pete Fortin to 
a December 1996 meeting with the bonds’ underwriter in San Francisco. The record 
shows that the fl ow of funds issue was the major topic. After the meeting, Koegen 
circulated a straightforward, two-page memo to Barnes, Greene, Fortin and others, 
laying out exactly what the agreement was.

In a February 15, 2001 letter to the current council, Siddoway reported that Sloane 
was mistaken and that he had relied upon Roy Koegen as “the architect of the 
transaction” in writing his letter. Siddoway also informed the council that the city 
had already put Koegen and his fi rm on notice that when bondholders sued the 
city claiming they were misled by Sloane’s letter, the city would fi le a claim against 
Koegen and his fi rm. “Indeed, because of that risk,” Siddoway wrote, “we expect to 
invite Perkins Coie [Koegen’s fi rm] to contribute to the settlement solution.”

There is a basis for part of Siddoway’s argument. The council’s approval of 
the so-called “fl ow of funds” that positioned bondholders to get fi rst call on 
parking revenue, was never voted on in an open public meeting. Even though 
the documents detailing the fl ow of funds are specifi cally referenced in the key 
ordinance approved by the council in January 1997, there may be a sound legal 
argument that this was the sort of decision that the council needed to vote on 
separately and in open session.

Notwithstanding this procedural snafu, there is no question, based on documents 
and interviews, that the council majority believed it was consenting to the fl ow 
of funds as described in the offi cial bond statement. Moreover, the fl ow of funds 
agreement is clearly laid out in two places in a Coopers & Lybrand report prepared 
for the council prior to its January 27, 1997 meeting.

Siddoway has suggested that council members may not have had time to read 
the report or to have been adequately briefed on the issue prior to the vote. Yet, in 
addition to Barnes and Greene (who cannot plausibly claim they didn’t know what 
they were doing), councilmembers Mike Brewer, Jeff Colliton and former mayor 
Jack Geraghty all say they understood the fl ow of funds issue when they voted 
on the ordinance. Colliton asks the logical question, given that the council clearly 
spent a lot of time on the important issue of how the bonds would be rated: if the 
fl ow of funds were otherwise, how could the bonds have received an investment 
grade rating?

The additional charges made by the city against Koegen, related to his involvement 
with the PDA, are more plausible than the charges that he misrepresented the 
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city’s intentions about the “fl ow of funds” issue. One of these charges is that he 
“breached his duty owed the city” by “failing, prior to the closing of the Parking 
Garage purchase by the Foundation, to bring to the attention of all City Council 
members certain adverse developments which he knew or should have known 
signifi cantly compromised the fi nancial feasibility of the Garage.”

Koegen may well be culpable in this area. Notes of a PDA executive committee 
meeting of August 25, 1999 show that he was concerned about the AMC confl ict 
becoming public knowledge and even asked a fellow attorney if there might be 
a legal basis for suppressing the information. Moreover, both then-mayor John 
Talbott and council member Cherie Rodgers-the two offi cials who’d been critical 
of the city’s involvement in the deal-say they were kept in the dark about the 
problem, which as Koegen knew, greatly affected the city’s risk in the transaction.

The problem here in the city’s lawsuit is not that Koegen is innocent. The problem 
is who was sitting next to Koegen at these meetings. The notes of the PDA’s August 
25, 1999 meeting show that it was city council member Roberta Greene who fi rst 
raised the concern about documents connected with the AMC crisis becoming 
public record. Orville Barnes attended other PDA meetings at which the AMC 
problem was discussed in executive session. Documents show that Pete Fortin was 
intimately aware of the details of the problem. In fact, records from Preston Gates & 
Eillis show Ormsby faxed Fortin a draft of his key August 13, 1999 letter to Swinton 
seeking Fortin’s and Koegen’s advice about “content and tone.”

Koegen may have violated professional and ethical standards, but he wasn’t alone, 
and he didn’t venture gladly into the swamp. Koegen has indicated in interviews 
that he was put under considerable pressure by city council members throughout 
the River Park Square negotiations to accommodate Cowles and her development 
team. For example, he and Fortin both say they argued for holding the garage 
purchase price to $18 million. Former mayor Jack Geraghty acknowledges this 
disagreement and the obvious fact that the council did not follow the advice.

One can rest assured that Koegen and his fi rm, in defending themselves, will bring 
to court as much evidence as they can fi nd (and further develop via depositions of 
other city offi cials past and present) to show that rather than betraying the city’s 
elected offi cials, Koegen was trying to fulfi ll their wishes. This is not going to be 
evidence helpful to the city in resisting the conspiracy and fraud charges brought 
by bondholders.

So why did Powers and Siddoway single out Koegen? The answer appears to 
be that it was part of Powers’s strategy to quickly bring as many parties with 
resources to the table as he could, to share in a mediated settlement of the garage 
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litigation. He wants Perkins Coie, Koegen’s fi rm, to pitch in to the settlement, and 
he also wants contributions from Walker, underwriter Prudential Securities, and 
others.

Thorns on the Olive Branch

Obviously, the biggest “other” is Betsy Cowles. Cowles has not been enthusiastic 
about mediation, noting among other things that it’s diffi cult to know what person 
and what position speaks for the city. What she and her lawyers emphasize is that 
the city should honor its commitments to a deal that the city went into with open 
eyes.

The challenge Powers faced from the start with Cowles is how to get her to make 
serious fi nancial concessions in sharing the pain of millions of dollars of losses. 
While dropping the conspiracy charges from the lawsuit may have improved the 
atmosphere for negotiations with Cowles, it also meant that Powers and Siddoway 
had given away what many regarded as the city’s most powerful leverage to force 
Cowles into an equitable settlement.

It wasn’t just the charges in and of themselves. There was also the matter of further 
discovery. Powers and Siddoway signifi cantly reduced their legal capacity to 
conduct discovery on Cowles business practices when they dropped the conspiracy 
charges last February. They also voluntarily narrowed their fi eld for discovery 
when they simply removed a demand for an accounting of garage bond sale 
proceeds that Lewis had welded into the complaints he fi led on the city’s behalf.

After dropping these charges and demands, it must have seemed to Cowles and 
her lawyers that Powers and Siddoway had generously pulled all the teeth from 
the litigation. Yet, when bondholders went to federal court in April 2001 with two 
aggressive lawsuits, Cowles and her lawyers were suddenly confronted with what 
looked like a legal good cop/bad cop routine.

The good cops were Spokane’s new mayor and his special counsel who had 
seemed to hold out to Betsy Cowles the olive branch of a neutered lawsuit. The 
bad cops were the bondholder lawyers, Davis and Ceriani of Denver, and the 
Minneapolis fi rm of Maslon, Edelman, Borman and Brand. For those wondering 
where the city’s civil conspiracy argument had gone when O. Yale Lewis was 
shown the door, the answer is that it re-emerged, in new and vivid details, in the 
nearly identical complaints fi led by these two law fi rms.

We don’t know if the scope and pointedness of the new federal fi lings caught 
Cowles and her lawyers by surprise. But Powers and Siddoway clearly were 
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neither surprised nor disappointed. The two seemed very relaxed as they stood 
before assembled reporters outside Spokane’s federal courthouse and talked 
about the advantages for the city of having the case moved to federal court. As it 
turned out, Siddoway had already prepared an 81-page brief packed with answers, 
counter-claims and cross claims that specifi cally addressed, in order, each of the 
charges made in the bondholder fi lings. Conspicuously, both the bondholder fi lings 
and Siddoway’s thorough response were fi led the same day, April 24th.

Cowles lawyers, it appears, were immediately suspicious about this coincidence. 
On the afternoon of April 24th, the mayor’s offi ce received a public records request 
from the Cowles law fi rm Witherspoon, Kelley, Davenport & Toole, requesting 
copies of all correspondence exchanged between the mayor, Siddoway’s fi rm, 
and Davis and Ceriani. City fi les show that one of the items Witherspoon, Kelley 
received in reply was a friendly postcard Ceriani had sent Siddoway featuring a 
photograph of a kitten walking gingerly past a line of hungry-looking patrol dogs.

Whether it was part of their thinking from the start, the bondholder lawsuits now 
look to be a crucial component of Powers’s legal and political game plan. Because 
of them, Cowles is facing lawsuits with serious charges and a wide-ranging scope 
of discovery. But these aren’t the city’s lawsuits. Powers can still claim, as he has 
continued to do, that he dropped conspiracy charges in order to bring about an 
amicable settlement of a “business” dispute. If, as he hopes, a federal court orders 
all parties to mediation with attorneys for the bondholders, Powers can then use 
the meat of the bondholders’ allegations to turn up the pressure on Cowles to 
contribute substantially to a settlement. If this is indeed the plan, then it has one 
other benefi t Powers clearly wants-a resolution of the garage fi asco that (aside from 
the harm already done to Koegen) allows the parties to save face and reputations. 
A successful closed-door mediation would spare them a court judgment and 
cost them only money. It would also, the mayor surely hopes, spare Spokane the 
regional and national disgrace of having all the sordid peculiarities of the city’s 
partnership with Betsy Cowles put on public view.

However Powers’s strategy for a mediated solution was supposed to work, the 
idea was for it to work sooner rather than later. It wasn’t supposed to drag on 
toward a trial date. Almost everybody involved expresses the frustration that the 
garage dispute has played out for far too long and that Spokane needs to get past 
it. In that sense, it seems like a debilitating civic fl u bug that just won’t go away.

Powers, to his credit, says he wants to use the lessons of the garage fi asco to 
enact some new rules for the city. No more emergency ordinances for economic 
development. If private parties want to enter into public/private partnerships with 
Spokane, he says, then they should agree, in advance, to open up all their books. 
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These would be useful reforms, and in proposing them Powers shows that he at 
least wants to moderate the abuses that led to the garage fi asco.

The underlying problems in Spokane that created the River Park Square crisis run 
much deeper than these changes would go, however. They run to bedrock issues 
of power, ethics, and truth that go back generations. They are not sepia-toned 
museum relics. They are growing problems that feed public cynicism and breed 
both indifference and cowardice.

Cowles and her development team would not have made such preposterous 
demands on the city unless they were reasonably sure they could get the city to go 
along with them. They would also not have made these demands on the city unless 
they could be confi dent that Spokane’s media-largely under the control of Cowles 
and her brother, Stacey, publisher of the Spokesman-Review -would look the other 
way. Without public scrutiny, there weren’t many people who stepped forward to 
insist that the project get done in ways that were legal and ethical. Those who tried, 
like Dennis Beringer, were told to shut up.

This should be the lesson for Powers and others, even as they talk about the need to 
put this confl ict “behind us.” The mayor asserts the city behaved honorably in the 
River Park Square deal. But it didn’t. Honorable organizations and communities 
don’t exist unless the people who serve them are rewarded, rather than ostracized, 
for behaving honorably. The mayor’s pronouncements and signature pep talks 
will have a hollow ring until he shows a commitment to the deep ethical reform 
required, not just in city hall, but in Spokane’s other civic leadership circles as well.

THE END

Copyright (c) 2001 by camasmagazine.com
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JUDGE GUY MEETS CHERIE RODGERS (OCT 5, 2001)
“You’re not going away, are you?”

On August 31, at eight in the morning, former state supreme court chief justice 
Richard Guy arrived at the mayor’s conference room on the fi fth fl oor of city hall. 
Tall and patrician, Guy seemed fresh from the shower and his morning shave. 
Waiting for the judge, smiling pleasantly, was city councilwoman Cherie Rodgers.

Mayor John Powers had asked Guy to help persuade the city council to enter 
into mediation to end the River Park Square crisis. Rodgers was the last council 
person with whom the retired judge met. Steve Eugster, who disdains Powers’s 
management of the crisis, refused to meet with Guy at all or even return his phone 
calls. With the exception of Rodgers, all the other council members acceded to the 
mayor’s request and met with Guy behind closed doors. Rodgers said she would 
meet with the judge only in a public session. That’s how I happened to be there. 
Only the three of us were in the room.

On the whiteboard, in stanzas, someone had written:

“The decision is made based upon sound business reasons.

“Stay the course, a community-wide call for mediation.

“Goal: Comprehensive, Equitable, Long lasting resolution that will heal our 
community and move us forward.”

Cherie Rodgers had little cairns of documents spread on the table before her.

Outside, it was a cloudless summer day, pure in its blue perfection. Avista had the 
river turned off, so that it trickled and pooled in its ancient gorge. Restaurateurs 
prepared for the annual “Pig Out” celebration in Riverfront Park. Radio stations set 
up fl amboyant broadcast trailers with giant speakers. The sculpted iron Bloomsday 
runners loped nearby, frozen in their permanent celebration.

The judge approached the councilwoman like a shy boy at a dance. He seemed 
twice her height. He didn’t want to come right out and ask her what he had come 
to ask her, and so he made small talk. He said he would always consider Spokane 
his hometown. He talked about his world travels. His voice did not rumble, as one 
might expect coming from a such a big and prominent man. It was reticent, soft, 
kind.



Camas Archive  —185—

Rodgers compared travel notes with the judge. They had visited some of the same 
cathedrals in Florence, some of the same ancient sites in Turkey. Rodgers’s husband 
Stephen, major, U.S. Army (deceased), had been a career soldier, an Airborne 
Ranger. Rodgers said she and Stephen shared a passion for history.

The judge cleared his throat and gently brought up the subject of mediating the 
bitter garage dispute. From one of her document piles Rodgers took a copy of Tim 
Connor’s book, Secret Deal, and handed it to the judge. She asked him if he had 
read it. He hadn’t. She asked how much he knew about the garage controversy. 
Only what he read in the Cowles’s newspaper, said the judge. Rodgers registered 
mild surprise. She handed the judge a recent property assessments of the garage.

“I’d like to know how much they put in,” said Rodgers, referring to the Cowleses’s 
investment.

The judge answered that he was trying to get the mayor to distribute a Cowles 
earnings statement, which showed that the family had invested $20 million.

“It’s not true,” Rodgers cut him off. She said building permit fees did not support 
that claim.

The judge leafed through Secret Deal, yellow highlighting fl ashing as he turned the 
pages. “It seems very thorough,” he said.

“That’s your copy,” Rodgers told him. “I’ve marked some places for you.”

A dance-or maybe a kind of contrapuntal narrative-of some two-and-a-half hours 
had begun. Two things were instantly clear. First, Rodgers has an encyclopedic 
grasp of reams of fi ne print that were never meant for public display. Second, she 
had come to have a far more detailed discussion of the story of River Park Square 
than had the distinguished visitor.

Guy said that he had recently spoken with Gary Ceriani, the Denver-based attorney 
representing institutional bondholders in one of the securities fraud suits brought 
against just about everybody connected with the River Park Square project, the 
City of Spokane included. “He is very competent,” Guy said of Ceriani. “I think 
he is an ally for the city.” Guy said he had also spoken to the Minneapolis attorney 
representing a second group of bondholders in the securities fraud action. He said 
both of those attorneys wanted mediation.

“Will you mediate?” Guy asked Rodgers.
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“I have some concerns,” Rodgers answered. “I want discovery. I want a valid 
assessment.”

The judge emphasized how debilitating the garage controversy had become for the 
community, and he questioned the value of discovery in laying the matter to rest.

Rodgers politely disagreed. She said River Park Square had done serious damage 
to Spokane’s ability to trust city government. She said the community’s only hope 
of repairing that damage was to face the truth about it, fairly allocate responsibility, 
and then move on. She said she thought Mayor Powers and his special legal 
advisor, Laurel Siddoway, were being insincere in their handling of the matter. 
The evidence suggested, said Rodgers, that River Park Square was the product 
of a civil conspiracy to illegally use public money. In her view, the crisis of the 
garage was caused by corruption that was deeply imbedded in Spokane’s body 
politic. She compared that corruption to cancer. She wanted that cancer identifi ed 
and removed. She didn’t think Powers and Siddoway had the political courage 
to prescribe such treatment. She was especially critical of them for “gutting” the 
lawsuit brought against developer Betsy Cowles by former mayor John Talbott and 
his special counsel, an outsider, Seattle attorney O. Yale Lewis. Rodgers reminded 
the judge that Powers and Siddoway dropped the civil conspiracy charge. Rodgers 
told Guy that when she asked Laurel Siddoway why, Siddoway replied simply: 
“politics.”

Guy changed the subject. He said that he and city councilman Steve Corker had 
discussed creating a protocol to prevent the mistakes of River Park Square from 
being made in future public/private partnerships in Spokane.

Rodgers wasn’t interested. Without a frank accounting of the past, she considers 
discussions of the future pointless.

She told the judge that she was troubled, shortly after being sworn to offi ce, to 
discover “two sets of books” chronicling the River Park Square deal. She told him 
how reports by the Coopers and Lybrand accounting fi rm and business professors 
at Gonzaga University had been sanitized for public consumption. She told him 
how when she asked Pete Fortin, then the city’s fi nance director, why that had been 
done, Fortin said, “That’s what Betsy wanted.”

She was plainly concerned about what “Betsy wanted.” For instance, in Rodgers’s 
fi les, she said, was a September 19, 1997 memo from community development 
director Mike Adolfae outlining how Cowles, her attorney Duane Swinton, and her 
project manager Bob Robideaux had met with Coopers and Lybrand accountants 
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and city staff and successfully argued to remove from public view details of the 
project that the accountants thought should be public. Rodgers was worried that 
the city could have been made a party to fraud against the IRS, the bondholders, 
and the citizens of Spokane by that acquiescence. She wanted to review that with 
the judge.

She told the judge that Adolfae had informed her that Betsy Cowles discussed 
the sensitive Coopers and Lybrand report with city council members three-at-a-
time in order to avoid a quorum. She told Guy that she was deeply troubled that 
public money had been used while the developer and elected offi cials went to such 
lengths to keep the public in the dark.

Guy changed the subject. He said there were two ways to look at River Park 
Square. It could be seen on its own business merits, or as an investment in 
revitalizing downtown...

Rodgers cut him off. “That’s how they got away with this,” she said. “It was a 
scam. The developer didn’t do this for the city.” She opened the Walker report and 
slid it in front of the judge. She pointed out how the costs of expanding the garage 
went from $9,000 per stall to $32,000 per stall. She told him that the market average 
for such construction projects was “ten or eleven thousand dollars per stall.”

The judge frowned. “Let’s move on,” he said.

But Rodgers wanted to elaborate on why she didn’t accept the argument that the 
Cowleses had acted with the city’s interest in mind. She wanted to talk about the 
controversial “investment” appraisal that dramatically infl ated the amount of 
public money that went into the Cowles development. She wanted Judge Guy to 
know that after selling more than $31 million of tax-exempt bonds to fi nance a 
garage which they said was worth $26 million, the Cowleses quietly asked the city 
to reduce the valuation of the garage to $14.5 million. They wanted a rebate on 
their building permit fees, adjusted to the lower fi gures. She showed the judge the 
October 8, 1998 memo from building inspector Bob Eugene noting that the city did 
as the Cowleses asked.

“Regarding River Park Square valuation and fees paid,” began the Eugene memo. 
“Further review of estimated valuation of the River Park Square project... reveals 
that certain errors were made in establishing the valuation. The value for the 
parking garage should be reduced from $26,050,713.71 to $14,527,271.28. Incorrect 
factors were used in establishing the combination of new construction and repair, 
with a signifi cant overestimation of the repair. Construction estimates provided to 
this offi ce prepared by the developer sustain the revised estimate. Contact with the 
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prime contractor validated the [revised] estimate provided by the developer.”

It was an awkward letter with an awkward date. The bond sale to fi nance the 
garage offi cially closed on September 24, 1998. Yet within two weeks, the Cowleses 
had persuaded the city that the garage be valued not at $26 million, but at $14.5 
million. The city bought the argument and refunded the Cowleses $63,000 in 
building permit fees. If there was some mistake on the value of the garage, Cowles 
had a year to correct the record before accepting $26 million and transferring the 
garage to the Parking Public Development Authority. The point is, Spokane’s 
general fund-the account from which police, fi re and other basic services are paid-
was ultimately obligated to support the debts, rents and expenses of a $26 million 
garage, not a $14.5 million garage.

The judge frowned again. Rodgers continued.

She had a decade’s worth of parking meter revenue data she wanted to go over 
with him. It looked to her, she said, as if the Cowleses had a long-standing plan 
to drive up revenues from downtown parking, and then to divert those revenues 
from the city’s general fund into downtown development. Prominent among 
the benefi ciaries of such a scheme would be the Cowles family, which owns 
downtown’s most valuable property. Rodgers cited a Spokesman-Review article 
reporting that S-R publisher Stacey Cowles, who helped form the downtown 
Business Improvement District, lobbied in the mid-’90s for downtown parking to 
be bumped up from thirty-fi ve cents an hour to seventy-fi ve cents an hour. She 
noted that one version of River Park Square fi nancing called for using parking 
meter revenues directly to pay off the bonds. The councilwoman told the judge that 
even though Betsy Cowles had promised the public that using the city’s parking 
meter money to bail out the garage was highly unlikely, Rodgers suspected that 
that had been the plan all along. The Comprehensive Parking Plan now being 
advocated by Cowles diverts parking revenues to downtown, and that reinforces 
Rodgers’s suspicion.

“Where do you get this stuff?” asked Guy, looking over the parking meter material.

“Digging around,” said Rodgers.

She said she considered it imperative for the public be given far more River Park 
Square information than it presently had. Mediation without such disclosure, she 
said, was inappropriate.

“Let’s say you get the facts...” began the judge.
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“I want more discovery,” Rodgers cut him off.

“Why?” asked the judge.

“To make it fair,” she answered. “I don’t want the city to pay more than its fair 
share.”

She reeled off additional concerns. There was the matter of bond insurance, for 
instance. She said former city bond counsel Roy Koegen had assured the city 
council that the Cowles family would pay for the insurance to cover the garage’s 
bonds. In the end, that didn’t happen, Rodgers said, because, as Koegen explained 
to her, “Betsy didn’t want to pay the $750,000.”

She wanted to talk about the relationship between River Park Square manager Bob 
Robideaux and the Walker Parking consultants. “I think Robideaux is key,” she 
said. “I think he fed Walker numbers.”

There was the matter of property tax income the project was supposed to earn for 
the city. That was part of the justifi cation for the public subsidy. But just before 
River Park Square opened, the PDA asked that the garage be given a tax exemption 
because it was a public project. That seemed like doubletalk to Rodgers.

Rodgers had requested copies of legal bills from Preston Gates and Ellis, counsel 
to the Spokane Downtown Foundation and bond purchasers, to gain insight into 
work that might have been going on behind the scenes. Those bills contained 
references to phone conversations. The 7/9/99 entry leaped out at her. It indicated 
that foundation attorney Mike Ormsby had worked an hour-and-a-half to “Review 
and revise letter and material seeking tax exemption for property taxes; telephone 
conference with attorneys for developer.” It made her wonder what was going on.

And then there was the bond underwriter, Prudential Securities. Prudential’s 
role was to be the bondholders’ gatekeeper. Prudential was supposed to screen 
the deal to make sure that is was honestly represented to the bondholders, to 
guarantee that every investment risk was fully disclosed. Various documents made 
her wonder if Prudential had been candid. Take just one: Mike Ormsby’s 8/6/99 
phone conversation. It showed almost an hour spent in a “Telephone conference 
with [Prudential executives] J. Moore, A. Face and M. Ormsby regarding AMC and 
parking validation issues.”

Those issues were so serious that they jeopardized the entire project that the $31 
million bond sale had fi nanced. (See “Under the Infl uence.”) Anchor tenant AMC 
balked at high parking rates for customers. It was a crisis that imperiled nearly half 
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of the garage’s projected revenue. It never got resolved, and it occurred more than 
a month before the $26 million in bond proceeds had been turned over to Betsy 
Cowles.

His voice more emphatic than before, Judge Guy cut Rodgers off. “That’s why I 
think a deal can be struck,” he said. “People have liability.”

“Yes, but don’t you want all the facts?” Rodgers countered. “Look at the pre-
construction statements-$40 million-that’s in direct confl ict with the bond 
statement...”

Guy stopped her again. He compared the potential of mediating the garage dispute 
to something he heard President Clinton say about vision. “Vision will bring the 
details together...”

Rodgers had her own vision of Cowles actions. “They really wanted a private/
private partnership,” she said.

“There’s a downside to every business deal,” said the judge.

Rodgers worried that the downside to River Park Square was a bottomless pit. 
“Look at the state’s revenue fi gures [for the core retail district]... The Cowles fi gures 
are wrong. It’s [current revenue] below 1999. They wanted the city to spend $60,000 
to market to Wenatchee and that area. We’re broke.”

“The real question is, how do you get out?” said the judge.

“Deposition. Discovery,” said Rodgers.

“You already know everything,” said the judge.

“No,” said Rodgers. “I don’t.”

“Yeah, but the developer knows,” said the judge, apparently implying that the 
developer had an incentive to mediate rather than have embarrassing facts 
revealed.

Rodgers told the judge about a group of prominent, wealthy, conservative 
downtown property owners who regularly met quietly with her. She called them 
the “Republican Republicans.” At fi rst they took her to lunch at the Spokane 
Club. After a time they got nervous and shifted their meetings to out-of-the-way 
restaurants where they were less likely to be spotted.
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The Republican Republicans, said Rodgers, “are very upset with Betsy. The 
Republican Republicans’ worst fear is raising downtown parking meter rates. 
That’s what Betsy wants to do. They won’t take on the Cowles publicly. They say 
that’s professional death. They say the Cowles will be at death’s door before they 
let you look at their books. Discovery will let you look at their books. The Cowles 
have sued me. I’m going to look at their books. The city is going to have to put 
money into the River Park Square settlement, but I won’t know how much money 
is fair until I see Cowles books.

“I think Nordstrom is very mad at the Cowles for sharing the Nordstrom lease. It 
shows that the Cowles are subsidizing Nordstrom parking.”

Judge Guy seemed suddenly weary.

Rodgers asked Guy if he knew that Laurel Siddoway had consulted with AMC 
during the validation fl ap.

“I told [city attorney] Mike Connolly that and he said, ‘No problem.’ But the 
bondholders thought there was arm’s length,” said Rodgers.

Guy rolled his eyes. “Some of the things you’re saying could damage the city,” he 
said.

“Yes,” said Rodgers.

“If the city was part of the fraud, the city is liable for everything,” said Guy.

“No,” said Rodgers. She returned to the history of the Walker parking estimates. 
She said the evidence suggested to her that the developer may well have deceived 
the city about how much parking revenue to expect, and she wanted to get to the 
bottom of that.

“How the hell do you get out so that it benefi ts the city?” Guy asked her.

“Accountability. Integrity,” she answered.

Rodgers, who is part Blackfeet Indian, grew up on the Flathead Reservation in Hot 
Springs, Montana, where her father was a high school teacher. She told the judge 
about the annual fi eld trip where the civics class was taken to the Deer Lodge 
Penitentiary. There they encountered people from the rez who were imprisoned for 
writing $30 bad checks.
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The judge read to her from a prepared statement about the mediation efforts that 
said that the River Park Square mess had to be resolved fairly.

“Absolutely,” said Rodgers. “But if you’re going to talk the talk, you have to walk 
the walk.” Mayor Powers, she said, wasn’t doing that, because he had let his 
friends walk free.

Judge Guy looked at Rodgers questioningly.

Foundation attorney Mike Ormsby had been treasurer for Powers’s mayoral 
campaign, Rodgers explained. Foundation director David Broom was a former 
Powers law partner at the Paine Hamblen fi rm. The Spokane Downtown 
Foundation, along with Ormsby’s employer, the Preston Gates and Ellis law fi rm, 
clearly had some explaining to do, she said. How could they have signed off on a 
bond deal that seemed to involve such spectacular revenue misrepresentations? 
How could such supposedly sophisticated professionals have done a project 
that opened its doors and headed straight for bankruptcy, creating a fi nancial 
catastrophe for an entire city?

And yet the Powers administration dropped the mayor’s associates as defendants 
in the city’s legal proceedings. How do such things happen? Rodgers wondered 
aloud.

Rodgers looked at the judge.

“Does the foundation have any assets?” asked Guy.

“No, but it has names on its books,” answered Rodgers.

“But in Spokane, connections are everywhere,” said the judge. “I have a friend who 
says there are only 500 people in Spokane, because she sees them at every party.”

“You have to tell the truth,” said Rodgers. “If this were a RICO [federal Racketeer-
Infl uenced and Corrupt Organization] investigation, you’d go after these people. 
This is public money.”

Guy acknowledged that the involvement of public funds amplifi ed the problem’s 
seriousness.

“The Cowles family is very concerned to preserve the integrity of the HUD loan,” 
said the judge.
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“They should be,” said Rodgers. “HUD hasn’t signed off on that job count yet.” 
She was referring to employment quotas which must be met in order to satisfy 
the lending criteria behind the Cowles family’s use of $22 million of federal funds 
earmarked for low income people.

Judge Guy seemed genuinely perplexed by the sheer magnitude of River Park 
Square irregularities.

“Somebody said the other day, ‘We don’t even know the garage expenses...’ “ he 
said.

“Yes, but they’re knowable,” Rodgers interrupted. “Laurel could get them from 
discovery. Their [the Cowleses’s] worst fear is being deposed...”

“You have a public/private partnership,” the judge enjoined her. “You’re entitled 
to those numbers. I was surprised you don’t have them. I’d say, ‘Let’s get them.’ “

“We have all the risk on that garage,” said Rodgers. “That isn’t a public garage. 
That’s the beauty of what Nordstrom did. If we don’t maintain that garage as 
Nordstrom requires, their rent drops. Look at Nordstrom’s sales fi gures right now. 
They’re off.”

Guy wanted to check her. Obviously there were problems. Litanous recitation 
wouldn’t fi x them. “How much are you willing to spend on lawyers fees?” the 
judge asked her.

“Well, I’m looking at the city losing $3 million a year [on the garage] for 20 years,” 
was her rebuttal. “The PDA can’t pay the city the loans we’ve already made...”

“This brings me back to my thesis,” said the judge. “I think you can get out for the 
real value of the garage and the ground lease.”

It must have been around nine o’clock at this point. I didn’t want to look at my 
watch or the clock on the wall and call attention to myself. I was trying to be 
invisible, trying to get everything down while observing expressions and body 
language as discreetly as possible. I eventually took 13 pages of legal pad notes, 
and this part of the conversation occurs at the bottom of page four.

From here, the discussion volleyed irreconcilably on and on. It was obvious by 
now that the perspectives of Guy and Rodgers occupied parallel tracks that would 
disappear into infi nity and never meet. Guy wanted to help the mayor get a deal 
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that would “heal” Spokane. Rodgers, I knew from previous conversations, felt 
that River Park Square was really about the elephant in Spokane’s living room-
the political and economic infl uence of the Cowles family and its media. After 
three years of research, Rodgers was suspicious that River Park Square rested 
on a foundation of broken laws. She was convinced that it rested on intentional 
deceptions and violations of public trust. Mayor Powers kept saying he wanted 
a “business solution.” Rodgers didn’t think that was the appropriate remedy 
for a problem caused by chicanery and sloppy work at best, possibly outright 
lawlessness at worst.

Rodgers had also told me that she was worried that the RPS abuses might also 
infect the $100 million Convention Center expansion plans now before the city 
council, a project that would equal River Park Square times three. She fears that a 
repeat of the present fi asco could easily tumble the city into bankruptcy. Rodgers 
considers it monumentally bad judgment that Spokane taxpayers have been forced 
to gamble the city’s solvency on consumer spending at a private shopping center. 
She doesn’t want to up the ante by making a bad bet on a Convention Center 
project that could make matters worse.

Before the meeting ended, there were other exchanges.

Rodgers: “Betsy’s playing a game of chicken with the mayor. She knows what 
[Cowles real estate companies] did. But it was Powers’s friends who helped her do 
it. They were all afraid to say the emperor has no clothes.”

Guy: “I know you want a pound of fl esh.”

Rodgers: “I’m looking at taxpayer money. It’s not a pound of fl esh.”

Guy: “The bond attorney [Gary Ceriani of Denver] can solve the city’s problem. 
You can strike a deal because people have money exposure. But people won’t 
admit guilt. If that’s what you want, you won’t get it.”

Rodgers: “All right, then don’t do more public/private partnerships. This is public 
money.”

Guy: “Yes, people go to jail... How do you expose this in a meaningful way that 
doesn’t cost the city? You want people made accountable. But how does that solve 
the problem?”

Rodgers: “You have to have accountability. Lawyers are frustrating. They tell me, 
‘Don’t tell me what hurts my case.’ “
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Guy: “But you expose the city. If you could expose everything, would that give the 
public more or less trust?”

Rodgers: “More trust. That’s the only thing that’ll do it. We spent $9 million on the 
Lincoln Street Bridge and didn’t pour a drop of concrete. They [the city] should be 
exposed. City staff told me: ‘We drew a line in the sand.’ Mike Adolfae [community 
affairs director] and [former assistant city attorney] Stan Schwartz told me that. 
They said, ‘Betsy went over our heads to the politicians in the back rooms.’ The 
Pierce report couldn’t believe the high cynicism in Spokane. That’s what this is 
about.”

Finally, Guy seemed to agree with Rodgers. “This is my hometown,” he said. “I’m 
not going to live here. I’ve always considered this a company town, like a coal-
mining town.”

Rodgers: “Spokane has cancer. We can do something about it, or we will die.”

Guy: “You’re not going away, are you? Whether you lose the election or not?”

Rodgers: “I’m not going away. The Cowles have sued me. I may lose my house, but 
I’m not going away. My house could burn down, and I wouldn’t shed a tear.”

Guy: “I got to admit, I’m trying to mediate. If you put stuff in the open, the other 
side knows what you did. I was shocked by the permit letter [refunding building 
permit fees to the Cowleses]. Do you feel the city attorney is pursuing what he 
should be pursuing?”

Rodgers: “No.”

Guy: “That’s one reason you would want to settle.”

Rodgers: “No. I want the truth.”

With that, Judge Guy’s conversation with Rodgers came to a close. He told her he 
had found it most informative. Rodgers and I had coffee afterward. She said she 
found Judge Guy a genuinely likable and sincere man.

Cherie Rodgers knows that seeking the truth may harm her politically. She knows, 
for instance, that when former mayor John Talbott asked HUD offi cials to carefully 
review the loan they were about to make to the Cowles family, he was attacked by 
Spokesman-Review editor Chris Peck for being a “civic terrorist.” Talbott’s terrorist 
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act was to worry that the loan might have serious problems. Never mind that 
Talbott was right and that the HUD loan now is headed for default in 2004.

And Rodgers remembers well what happened when some nameless source 
leaked a memo to The Wall Street Journal from city attorneys Jim Sloane and Stan 
Schwartz. The memo warned that the Nordstrom lease contained provisions that 
posed worrisome risks to the City of Spokane. The Spokesman-Review ran a story 
under the headline: “Culprit Sought In Leak of Lease.”

The Cowles family wanted the Nordstrom lease kept secret. Never mind that the 
city’s own legal department worried about the terms of that lease. Never mind 
that the city’s own bond counsel, Roy Koegen, says he argued that the lease should 
never have been confi dential. Never mind that the courts eventually ruled the lease 
a public document. To Cowles headline writers, leaking that memo was a villainous 
act. Little wonder they saw it that way. The leaker of that memo identifi ed himself 
to me in March 2001 while I was reporting “All In The Family.” He told me that he 
gave the Sloane/Schwartz memo to The Wall Street Journal because he had given 
it to a Spokesman-Review reporter fi ve months before, and he concluded that the 
Cowles paper intended to cover it up. That appears to be what happened. Under 
the terms of the leak, only one Cowles employee is supposed to know the leaker’s 
identity. I interviewed the reporter in question. That reporter was one of several 
current and former Spokesman-Review reporters who refused to speak to me on 
the record for fear of Cowles retaliation. Spokesman-Review reporters confi rmed to 
me that the leaker’s account is accurate. The Sloane/Schwartz memo, according to 
Spokesman-Review staffers, was considered such a hot potato that it was kept off-
premises at the offi ces of Bill Powell, attorney for the in-house Spokesman-Review 
editorial union.

Rodgers’s political future is very much in question in the upcoming election 
because of her River Park Square stance. The Spokesman-Review has endorsed her 
opponent, ex-city councilman Jeff Colliton. Colliton was part of the city council that 
approved the RPS deal, and he remains a staunch supporter of it. Rodgers, opined 
the Spokesman-Review, isn’t a good problem solver.

Rodgers says she is aware that advocating full disclosure about River Park Square 
represents the narrow political gate. She doesn’t care. She says that her upbringing 
and life experience convince her that it’s Spokane’s only real hope of unknotting 
the tangled mess of the Cowles’s shopping center and breaking the family’s 
century-old choke hold on Spokane.

Although Rodgers grew up poor, she thinks of her Montana girlhood as 
uncommonly rich. It consisted of two worlds; her mother is Irish, her father 
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Blackfeet. Both parents were teachers and placed a high value on all learning. 
Her father taught American government, but in the family home U.S. history and 
Native American history carried equal weight. The family was devout Catholic, but 
it also honored Native American spiritual tradition. Rodgers sees little difference 
between the Christian belief that the world is God’s creation and the Native 
American belief that the earth is holy. On the reservation where she grew up, in 
the little town of Hot Springs, everyone kept a garden, everyone contributed some 
skill, and the community was more important than the individual. A white buffalo, 
considered sacred, grazed in a community pasture across the road from Rodgers’s 
house. His name was Big Medicine. The Smithsonian Institute wanted to buy Big 
Medicine, but the Flatheads considered him priceless and wouldn’t sell. There was 
an old man with profoundly furrowed, sun-blackened skin who told the children 
ancient stories. Rodgers was taught to be alert to her surroundings and to look for 
signs everywhere.

Once, she saw a beaver gnaw off a foot to escape a trap. It was early autumn. 
Tamaracks streaked the forests with gold and the fi rst snows whitened the nearby 
Cabinet Mountains. Rodgers watched the beaver lick its injury, and then it looked 
up and held her gaze for long seconds. The creature’s eyes seemed human. They 
were placid, devoid of self-pity. Rodgers was 10 years old, and she thought the 
beaver was offering her a lesson: get yourself caught in a trap, you may have to 
sacrifi ce a foot to survive.

Copyright (c) 2001 by camasmagazine.com
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WHERE DID THE MONEY GO?  (OCT. 29, 2001)
Councilman Eugster fi nds evidence that city offi cials helped Betsy Cowles 
conceal a massive subsidy to Nordstrom. 

The City of Spokane helped bankroll River Park Square with tens of millions 
of dollars in tax exempt bonds and a loan that made use of federal grant 
money to Spokane’s neighborhoods as collateral. But accounting records of the 
construction were kept strictly confi dential.

River Park Square developer Betsy Cowles buried massive publicly fi nanced 
subsidies for Nordstrom and other retail tenants in her troubled downtown 
shopping mall, city councilman and attorney Steve Eugster alleges in new legal 
proceedings.

Based on his review of documents the city received on a confi dential basis from 
two groups of city consultants, Eugster alleges that Cowles used federally backed, 
city loan proceeds as the funding source for an enormous $22.75 million secret pay-
out to Nordstrom. Called a “tenant allowance,” it was used to entice Nordstrom to 
remain as the anchor retail tenant in the redeveloped mall. The same documents, 
he says, also show that Cowles delivered an additional $11 million in tenant 
allowances to secure leases from other mall retailers.

In a motion fi led October 17 in Spokane Superior Court, Eugster asked for 
a summary judgment that would overturn the critical ordinance pledging 
city resources to fi nance the mall. That 1997 ordinance was framed around a 
controversial pledge of city parking meter collections (and, if necessary, general 
fund revenue) to support the complex fi nancial requirements for the operations 
and debt service of the expanded River Park Square garage. The garage plan 
was embedded with tens of millions of dollars in subsidies for Cowles real estate 
companies, which own River Park Square.

Eugster wants the court to declare the parking ordinance null and void because, 
he says, Cowles and several members of the city council and city staff acted 
illegally to keep Spokane citizens, the federal Department of Housing and Urban 
Development, and bond buyers unaware of the secret payments to retailers. 
Eugster hopes his appeal will free Spokane taxpayers from an unfolding fi nancial 
catastrophe at the struggling mall.

Eugster has long been a critic of the surreptitious manner in which the River Park 
Square deal was put together. His repeated legal battles were aimed to prevent, and 
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later to overturn, the city’s participation in the development. For several reasons, 
however, his latest effort may be the most explosive yet.

First, it discloses provisions that city offi cials and a national accounting fi rm helped 
cover up as the project was being approved by the city council. Second, it sheds 
new light on some of the project’s most shadowy details. Third, it raises specifi c 
questions about whether elected and public offi cials actively joined Betsy Cowles 
in a scheme to defraud the public.

Eugster’s new action has already sent shock waves through the nation’s leading 
institutional investors in municipal securities. Four of the largest such institutions 
happen to own River Park Square’s revenue bonds. They are Nuveen, Strong, 
Smith Barney, and Vanguard, and they have already fi led lawsuits for securities 
fraud against both the city and the developer-among many others. Denver attorney 
Gary Ceriani, representative for the bondholders, says his clients are dismayed by 
Eugster’s latest discovery.

Securities law, says Ceriani, is very clear that all material facts refl ecting on risks 
associated with bond investment must be disclosed in the offi cial statement 
describing the offering. Ceriani says that if Nordstrom wasn’t putting up its own 
money-if it was instead being paid to open its doors at River Park Square-it calls 
into question the retailer’s faith in the project’s economic soundness. That should 
have been disclosed, says Ceriani.

“Anyone reading the bond disclosure document, which trumpets Nordstrom’s 
decision to sign on as the anchor tenant in River Park Square, would conclude 
that Nordstrom, one of the most sophisticated retailers in the world, had blessed 
the project with its participation,” said Ceriani. “If Nordstrom’s participation 
was actually purchased with an undisclosed payment of $20 million, I can 
see no conclusion but that the bondholders were purposely deceived, and the 
bondholders’ lawsuit will be amended to assert additional claims under the anti-
fraud provisions of the state and federal securities law.”

Searching for clues

Eugster says he was tipped off to the existence of the Nordstrom subsidy by a 
recent conversation with Seattle developer David Sabey. According to Eugster, 
rumors had long circulated that Nordstrom may have been handsomely 
compensated by Cowles to stay downtown. Eugster knew that Sabey, former 
owner of Northtown Shopping Center, had attempted to woo Nordstrom to 
Northtown, so he called Sabey to ask if he knew anything about Cowles payments 
to Nordstrom. According to Eugster, Nordstrom informed Sabey that it would 
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cost Northtown $20 million to attract the Nordstrom store, because that’s what 
the Cowleses were offering Nordstrom to stay downtown. “You’ve got to be 
kidding. I’m not going to pay you $20 million to come up here,” is the way Eugster 
says Sabey told him he replied to Nordstrom. Sabey did not respond to a Camas 
Magazine interview request.

Eugster says a recent Camas Magazine story (“Letter From City Hall”) fueled 
his latest round of River Park Square detective work. That story referred to a 
September 19, 1997 memo to former city manager Bill Pupo from Mike Adolfae, 
Spokane’s community development director. The memo described how city staff 
had worked with RPS developer Betsy Cowles to remove “sensitive” information 
from an accounting report on the project before it was made public.

When Eugster analyzed a copy of the memo, his curiosity was piqued further. He 
wondered why “tenant improvement allowances” needed to be kept confi dential. 
Eugster wanted to know what those “allowances” were for. He wondered: Could 
money have passed under the table from the developer to certain retailers? Because 
federally backed, city loan funds and tax-exempt bond proceeds are the fi nancial 
backbone of River Park Square, Eugster was worried. He contacted Mike Adolfae 
to see if Adolfae could shed light on what happened. Eugster was stunned by what 
Adolfae told him.

At a cost of $80,000, the city had hired the San Francisco offi ce of the Coopers & 
Lybrand accounting fi rm to evaluate the HUD loan and garage portions of the 
River Park Square project. (“Coopers and Lybrand staff from the onset of the 
engagement understood the need for sensitivity to ‘Confi dential’ information,” 
Adolfae had written in the memo Eugster had just pored over.) On January 24, 
1997, Coopers & Lybrand accountants Mike Wenzell and Gina Rohrer traveled to 
Spokane to review their report with city staff. It was a Friday. The report would 
be presented to the city council the following Monday. That report would fi gure 
prominently in the council’s decision about whether to pledge the city’s fi nancial 
resources to secure the fi nancing for River Park Square.

As Camas Magazine previously reported, city councilwoman Cherie Rodgers says 
that Mike Adolfae informed her that the Coopers & Lybrand accountants privately 
met with city council members three-at-a-time to review the draft of their report. 
(The 1997 council members were Orville Barnes, Mike Brewer, Jeff Colliton, Roberta 
Greene and Phyllis Holmes.) Rodgers says Adolfae told her that this was done 
in order to avoid a quorum. Camas Magazine is now barred by the mayor from 
interviewing city staff about River Park Square because of pending litigation. (See 
“Documents Lawsuit.”)
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According to Eugster, Adolfae told him the following: After council members 
had been briefed in sub-quorum lots, Wenzell suggested that the draft version 
of the report also be reviewed with the developer “as a courtesy.” A meeting 
was arranged on that Friday at the offi ce of Duane Swinton to review the report. 
(Swinton served the Cowleses in the dual legal role of attorney for River Park 
Square and First Amendment attorney for the Cowles’s Spokesman-Review daily 
newspaper.) Waiting with Swinton in his offi ce were developer Betsy Cowles 
and RPS project manager Bob Robideaux. Also attending were Adolfae, former 
city fi nance director Pete Fortin, former city attorney Jim Sloane, former assistant 
city attorney Stan Schwartz, and former assistant city attorney Laurie Connelly, 
accompanied by accountants Wenzell and Rohrer.

Eugster says Adolfae reiterated the elliptical revelations of his memo about 
the outcome of the meeting. (Download Adolfae memo.) Namely, that certain 
information was to be expunged from the report before it was made public at 
the fateful January 27, 1997 city council meeting-a meeting at which one of the 
most important votes in Spokane’s history was made. Moreover, those doing the 
expunging were senior city staff members. Eugster says Adolfae told him city 
attorneys Connelly and Schwartz worked with Fortin and Adolfae all weekend, 
Saturday and Sunday, to rid the report of the details Cowles and her team wanted 
kept from public view. Eugster says Adolfae told him that Coopers & Lybrand 
accountants Wenzell and Rohrer returned to San Francisco and worked with the 
Spokane offi cials by phone and fax.

Now Eugster was really alarmed. He knew elected Spokane offi cials had been 
given important information that the public, whose credit and collateral were 
being used, never saw. He knew Spokane’s highest public offi cials worked with 
the developer to keep that information secret. He just didn’t know what that 
information was.

Eugster had his conversation with former Northtown owner Sabey. Sabey alerted 
him to a fi gure in the $20 million neighborhood. Was that part of the information 
purged from the Coopers & Lybrand report?

Eugster began digging through his voluminous River Park Square fi les. He 
reviewed the credit analysis of the HUD loan done by Gonzaga business professors 
Kent Hickman, Clarence Barnes, and Carl Bozman. There was a confi dential 
version of that report, and there was another version intended for the public.

In the spreadsheets of the confi dential report, dated November 20, 1997, Eugster 
found an interesting entry under “Rent Assumptions” for a 130,000-square-foot 
space. That’s the Nordstrom building, although it was not named. Nordstrom, 
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indicated the entry, would enjoy a “tenant allowance” of $175 per square foot. 
Multiply that times 130,000, you get $22,750,000.

Eugster seemed to have struck pay dirt. It looked as though Nordstrom had 
received an astonishing signing bonus. Eugster then went to the public version of 
the Gonzaga report. Nordstrom’s tenant allowance was missing.

Councilwoman Cherie Rodgers had obtained a copy of the confi dential version 
of the Coopers & Lybrand report: “DRAFT-PRIVILEGED AND CONFIDENTIAL 
INFORMATION,” it said on its cover. She gave it to Eugster a few days after he 
had made the tenant allowance discovery in the Gonzaga report. Paging through 
the hushed Coopers & Lybrand work, Eugster found a spreadsheet containing a 
“Uses of Funds” section. In small type, under the “Hard Costs” category, an entry 
leaped out at him: “Tenant Allowance... Nordstrom... $22,750,000.”

There it was in black and white. Betsy Cowles agreed to pay Nordstrom $22,750,000 
to open shop at River Park Square. It was now clear to Eugster that no one but 
the developer and Nordstrom were ever supposed to know. It was also clear that 
access to a substantial amount of public money is what allowed Cowles to hand 
Nordstrom such a lucrative bonus. At the developer’s insistence, with the active 
involvement of elected council members and senior city staff, this information had 
been stricken from the Coopers & Lybrand report. The altered report was presented 
in a packed city council chambers on the night of January 27, 1997.

Two and a half hours into that session, Betsy Cowles came to the podium, wearing 
a large “I [heart] Spokane” button on her blazer lapel. Speaking confi dently into the 
microphone, with no trace of irony, she said she was “very happy to see the kind 
of detail that Coopers and Lybrand went into. Not only did it make me feel more 
comfortable, because it reinforced a lot of the things that we’ve been saying over 
these many months, but I think it is a good report for you all and will hopefully 
give you a level of comfort of what the project is about.”

Eugster was shocked by the way Coopers & Lybrand and the city had collaborated.

“This is frightening stuff,” says Eugster, “because in no way, shape or form did 
the people of Spokane ever think that what the Cowles family was doing in this 
transaction was to get money from the City of Spokane so that they could turn 
around and give it to Nordstrom. What they [the Cowleses] were doing was acting 
as sort of a straw man for a subsidy to Nordstrom, and we had a right to know 
about that. Nordstrom is on the hook on this thing, too, because they are benefi ting 
by this so-called public/private partnership. Bear in mind that that parking garage 
has all kinds of covenants on it that run to the benefi t of Nordstrom’s. So they are a 
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participant in this public/private partnership, yet no one disclosed that they were 
getting money out of it.”

Eugster will ask the court to declare the 1997 parking ordinance null and void 
because, “The ordinance was based on information which they [the city council] 
received in a meeting which should have been open and public, but then the action 
was taken at another meeting” at which the critical information was removed from 
public awareness. The public, in this case, includes the citizens of Spokane, bond 
buyers, bond rating agencies, and the bond market itself.

“It was a sanitized report. That’s the problem right there for them. You get down 
to the bottom line here, and everybody wanted to hide that, because it still 
hasn’t come out yet. Nobody has even talked about it [the Nordstrom subsidy]. 
Everybody conspired to insure that the public never found out about that. I suspect 
that Nordstrom had an affi rmative duty to indicate that it was receiving $22.75 
million out of the deal. They were just as much a benefi ciary of this so-called 
public/private partnership as Cowles Publishing Company was.”

Eugster says he will soon fi le still another lawsuit intended to liberate Spokane’s 
citizens from the River Park Square fi asco.

“I would imagine what the taxpayers derivative action lawsuit that I’m preparing 
will do will be to seek a complete refund of the money that was loaned under the 
HUD Section 108 program... will seek to be covered for the attorneys fees expended 
over the past couple of years, will seek damages against the Cowles group for the 
damage that has been done to the city’s bond rating now and into the future.”

Quick repayment on the HUD loan would come to $23.8 million, he says. Punitive 
damages could be as much as $15 million.

But bond attorney Gary Ceriani cautions against such a strategy. Echoing advice 
given earlier by former Spokane bond counsel Roy Koegen, Ceriani says the 
prudent thing for Spokane to do is honor its commitment to bond buyers, then sue 
those against whom it feels it has a course of action for fraud.

“While commending Mr. Eugster for his energy and zeal in digging into the murk 
of the relationship between the City and the Cowles, the Bondholders suggest Mr. 
Eugster and the City need to carefully consider the consequences before attempting 
to use facts uncovered by Mr. Eugster as a basis for the City to renege on its 
obligations to Bondholders,” Ceriani wrote in an email responding to a Camas 
Magazine question. “If the City believes it was deceived in connection with the 
issuance of the Bonds, the City’s fi ght is with those who orchestrated the deception 
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and not with innocent Bondholders. The Bondholders invested millions of dollars 
in the City of Spokane in reliance upon the belief that the City would honor its 
commitments. If the City now sends a message to the municipal capital markets 
that it will use every possible theory and contrivance to avoid repaying those who 
invest in its public projects, the City will fi nd future bonds, if they can be sold at all, 
will cost the City’s citizens far more in higher interest rates. The municipal markets 
simply do not reward deadbeats.”

How much did it cost to build Nordstrom?

The diffi culties surrounding the Nordstrom “tenant allowances” are magnifi ed by 
two subsequent appraisals of the completed Nordstrom store. Since the inception 
of the River Park Square public/private partnership, the offi cial story from the city 
and Cowles has been that the federally backed loan from the city was necessary 
“for the construction of a new Nordstrom building in conjunction with the 
redevelopment of River Park Square.”

The city paper trail shows that the loan amount was determined not by how much 
the store would actually cost, but by how much the city could actually borrow-with 
federal backing from the U.S. Department of Housing and Urban Development 
(HUD)-on the credit markets. In this respect, HUD had the last word. The most 
the city could borrow to loan Cowles for the construction of the new store was 
determined by a simple formula-fi ve times the city’s annual grant for community 
development programs from HUD. It was this formula that set the loan amount 
at $22.65 million, a sum that was ultimately supplemented by a one-million-dollar 
HUD grant.

While the city was negotiating with HUD for the loan, Cowles was negotiating 
lease terms with Nordstrom. Those lease terms call for Nordstrom to be paid $175 
per square foot of store space for “construction reimbursement.” Multiplied by 
the store’s 130,000 square feet, this resulted in a promised payment of $22,750,000. 
It is this amount that was identifi ed by Coopers & Lybrand as the confi dential 
Nordstrom “tenant allowance.” It was listed as a “hard cost,” clearly indicating it 
was tied to actual construction costs of the new Nordstrom store.

Yet two appraisals subsequently done on the store raise serious questions about 
this fi gure. Because the Nordstrom store and lease are the main sources of the city’s 
collateral in its loan to Cowles, the city was required to conduct an independent 
appraisal. The Seattle fi rm of Cushman & Wakefi eld submitted their appraisal in 
April 1999. They reported the market value of the completed Nordstrom store was 
$15 million. They estimated that construction costs, using the industry standard for 
“excellent quality, Class A” department stores, came to $16,890,000.
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A second appraisal, performed by Tom Konis, a commercial property appraiser 
with the Spokane County Assessor’s offi ce, resulted in a signifi cantly lower value. 
Konis’s appraisal set the market value of the completed store at just over $12.1 
million.

Splitting the Difference

The lease signed between Nordstrom and Cowles real estate companies on 
February 3, 1998 allows for the possibility that not all of the $22.75 million allotted 
for “construction reimbursements” would be spent. If “actual” construction costs 
are less, the lease specifi es, up to half the savings can fl ow to Nordstrom over the 
life of the 20-year lease to pay “the actual costs of any remodeling or renovation.” 
By extension, however, the other half fl ows to Cowles. In other words, at least half 
of any unspent portion of the construction budget contemplated in the city’s loan 
documents goes to Cowles real estate companies.

How much might that be? The main difference between Cushman & Wakefi eld’s 
$15 million appraisal of the Nordstrom store and the $12.1 million appraisal 
returned by the county’s Tom Konis is how Konis evaluated the construction costs 
based on his observation of the work done on the store. Whereas Cushman & 
Wakefi eld classifi ed the store as Class A “excellent,” Konis said he only rated it as 
Class A “good.” With that classifi cation, Konis said, he appraised the building’s 
market value at just under $93 per square foot.

As part of his standard practice, Konis says he asked River Park Square project 
manager Bob Robideaux for documentation on the construction costs associated 
with all parts of the River Park Square redevelopment. He said Robideaux 
provided documentation on all other parts of the project’s construction costs. The 
exception, Konis says, was the Nordstrom store.

Konis says he has received no complaints about his $12.1 million appraisal of the 
Nordstrom building, even though the county would be receiving almost twice the 
amount in property taxes if the Nordstrom store were assessed at a value close to 
what the city had expected.

“This was my opinion of what we thought it [the Nordstrom store] was worth at 
that date,” Konis said. “This was something I could defend and justify.”

Under HUD guidelines and even under its own standard practices for overseeing 
fi nancial assistance to for-profi t business, the City of Spokane would normally have 
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a right to an independent audit on how the proceeds of its $22.65 million loan to 
River Park Square were spent.

Indeed, when Mike Adolfae, the city’s community development director, began 
corresponding with Cowles attorney Duane Swinton about the loan in early 1995, 
Adolfae sent Swinton the HUD guidelines and requirements for selecting loan 
projects and evaluating their public benefi t. Coincidentally, however, HUD in 1995 
dropped mandatory auditing requirements meant to prevent HUD loan proceeds 
from being used in ways that result in “excessive profi ts to for-profi t businesses.”

That meant that while the city was encouraged by HUD to institute procedures to 
ensure, among other things, that “project costs are reasonable” and that returns on 
private equity investment “will not be unreasonably high,” those guidelines were 
voluntary-not mandatory.

Still, Spokane offi cials communicated to HUD and to the River Park Square 
developer that they were reserving their rights to a complete accounting of how 
funds were spent on the project. In the loan agreement concluded with Cowles 
real estate companies on August 10, 1998, the city included language requiring 
the Cowleses to “keep accurate books of account showing all of Borrower’s 
construction work costs” and to make them available “at all reasonable times” for 
inspection “by the City and its authorized representatives.”

In the same document, the city also signifi ed how it was going to exercise its 
rights to an accounting of project costs. It was going to enter into a contract 
with a Spokane consultant, Roen & Associates, to review project costs, and the 
consultant’s fees were to be paid by the RPS developer.

In a June 22, 1998 draft letter addressed to Robideaux and shared with assistant city 
manager Dave Mandyke, Roen proposed that it would work with the developer, 
two commercial lenders, and the city “to facilitate the timely and accurate 
processing of all payments requests for the River Park Square project.”

“As part of our work,” the letter continued, “we will be assisting in the creation 
of records and fi les that will be maintained in the offi ces of Cowles to support the 
monthly allocation of costs. For confi dentiality and audit purposes, all documents 
pertinent to this work will be retained by Cowles.” In other words, an independent 
accounting would be done to satisfy the city’s contractual right to review 
construction costs. However, the accounting would be confi dential.

The contract with Roen & Associates was eventually signed in February of 1999. 
According to the loan agreement, the city would pay Roen, and Cowles would 
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reimburse the city. But the city council had recently authorized a new procedure: 
staff could enter into service contracts of less than $25,000 without notifying the 
council. Therefore, the $24,650 contract with Roen for a projected 318 hours of work 
was never brought before the council for a vote. Councilwoman Cherie Rodgers-
who, at the time, was trying to keep track of the River Park Square project-says she 
only learned of the Roen contract last week when Camas Magazine showed it to 
her and asked her about it.

Perhaps the most unusual aspect of the Roen contract is how it treats the issue of 
Nordstrom. In the scope of services agreed to between Roen and the city, Roen is to 
certify “all of the project hard and soft costs.” With one exception. When it comes 
to “the reasonableness and correctness of Nordstrom costs,” the contract calls for 
Roen to accept the “certifi cation statement” by Callison Architecture, the fi rm hired 
by Nordstrom to design its store.

The question is, what became of the Roen reports? Camas Magazine fi led repeated 
public records requests for documents related to the River Park Square project. In 
the course of responding to those requests (and in the course of responding to a 
subsequent public records lawsuit fi led against the city by the magazine), the city 
has yet to identify and provide a single report generated by Roen & Associates.

Harvey Morrison was the Roen & Associates employee responsible for the RPS 
accounting work. Morrison says that Roen produced about two dozen monthly 
reports, “maybe a few more or a few less.” He says those reports, “fewer than three 
pages” each, were delivered to Mike Adolfae.

Morrison says he has no idea what Adolfae did with the Roen reports after 
accepting them. Adolfae, when contacted for comment on this story, cited pending 
litigation as the reason he would not answer any questions.

Equally mysterious are the actual construction billings on the project. Just as his 
letter to Robideaux had indicated would happen, “for confi dentiality and audit 
purposes,” all billing certifi cation in the construction of River Park Square went to 
the developer. Morrison says those certifi cations-the actual expenditures as verifi ed 
by Roen-were delivered to Robideaux. He assumes Robideaux passed them on 
to Betsy Cowles. Morrison says that so far as he knows no one other than the 
developer has ever seen those numbers. That seems odd, because the city, lender of 
the HUD 108 money, is contractually entitled to them.

While Betsy Cowles has so far refused to provide such an accounting, the terms of 
the loan agreement she signed with the city suggest that the mayor or any member 
of the city council could simply pick up the phone and demand that she produce it. 
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Section 7.1 (e) of that agreement reads:

“Borrower will keep accurate books of account showing all of Borrower’s 
construction work costs, which books of account and all supporting data shall 
at all reasonable times be open for inspection by the City and its authorized 
representatives, and shall be retained and available for reference for a period of at 
least fi ve years after Borrower’s construction work has been completed.”

Betsy Cowles declined to be interviewed for this report. After she failed to respond 
to a request via her voice mail, Camas Magazine emailed her a detailed set of 
questions. In answer, the magazine received an email from River Park Square 
publicist Jennifer West saying that Cowles was unavailable. West’s email included 
a statement from River Park Square attorney Les Weatherhead. (Click here to 
download.)

Said Weatherhead, in part:

“The $22.65 million HUD loan proceeds were used to construct the River Park 
Square downtown revitalization retail project, not just the Nordstrom store. 
All HUD draws were reviewed approved by city offi cials and were supported 
by invoices and documentation showing how the loan funds were spent. As 
part of the city’s approval, an independent third party certifi ed all invoices and 
documented how the funds were to be spent. These public records are on fi le at the 
City, and have been for years.”

Weatherhead’s response does not square with what Harvey Morrison of Roen & 
Associates told us. Morrison said the sensitive billing certifi cations went to Cowles 
only, not the city. Despite two separate public records requests and a Camas 
Magazine public records lawsuit, none of the information Weatherhead refers to 
has either been identifi ed or provided to us by the city.

The question of where River Park Square money went cannot be answered from 
city documents Camas Magazine has so far been able to obtain. Moreover, the 
available documents present a confusing picture. For instance, the Coopers 
& Lybrand report indicates that, in addition to the $22.75 million in “tenant 
allowances” designated for Nordstrom, $5.3 million would be spent for 
construction of the “Nordstrom Shell.”

There is a further issue of legality. The August 1998 loan agreement includes 
language indicating that HUD’s approval of the $22.65 million loan was with the 
understanding that it would not cover “tenant improvements.” And yet, the $175 
per square foot “construction reimbursement” stipulation in the Nordstrom lease 
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doesn’t make a distinction between the basic construction costs of the building and 
the interior improvements.

Konis says his $12.1 million appraisal of the Nordstrom store did not account for 
tenant improvements. City building records show that the city assessed permit fees 
on interior improvements of the Nordstrom store reported at $4.4 million. If the 
loan agreement precludes the use of city loan funds for these improvements, then 
presumably the Cowles real estate companies should have paid for the difference.

HUD oversight has been conspicuously lax regarding the use of the HUD 108 
loan proceeds. The agency has applied signifi cantly more pressure on the city 
to document whether the project meets job creation requirements. Because of 
a continuing dispute over whether RPS’s employment performance should be 
evaluated based on full time or full-time-equivalent jobs, HUD has yet to sign off 
on this aspect of the Cowles mall.

HUD’s relative indifference to how the money was spent obviously comes from 
relaxed federal accounting requirements. Still, that the city has neither sought nor 
publicly produced a thorough and independent accounting of how the HUD loan 
money was spent leaves unanswered one of the most hotly debated questions 
that has haunted the RPS project from the beginning. How were one of America’s 
richest families and one of the nation’s most prestigious upscale retail companies 
eligible to receive low-interest, federally backed fi nancing in the fi rst place?

THE END

Copyright (c) 2001 by camasmagazine.com
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MISSING INFORMATION (NOV 17, 2001)
Fancy dancing at the Spokesman-Review

The following is the introduction to Under the Infl uence: Spokane, the Cowles Family, and 
River Park Square. The book is a collection of Camas Magazine’s 2001 reporting.

ON THE AFTERNOON of October 16, 2001, the editorial board of the Spokesman-
Review invited city councilwoman Cherie Rodgers to discuss her candidacy in 
the election just two weeks away. This is a time-honored American newspaper 
tradition: put the candidate on the spot and see what she’s made of. Give her a 
reality check, not just on her politics, but on her command of facts. Ask a few tough 
questions. See how she handles pressure. Can she think on her feet?

Politics is a tough business, so this is a fair exercise.

According to the U.S. Constitution, the only source of legitimate government is the 
informed consent of the governed. The most important business of newspapers, 
then, is to maintain what might be called democracy’s primary infrastructure: 
information. Before a newspaper endorses or opposes a candidate for public offi ce, 
it only makes sense to examine the candidate, then explain to readers how the 
newspaper reached its decision.

Except that couldn’t have been the purpose in this case. The Spokesman-
Review had already endorsed Rodgers’s opponent, Jeff Colliton, the former city 
councilman defeated by Steve Eugster in the preceding election.

Rodgers, in fact, wondered exactly what the Spokesman-Review’s opinion-makers 
were up to. When editorial page editor John Webster began the interview by asking 
Rodgers to explain “why you’re coming back for more,” she promptly turned the 
tables with a question of her own.

“Well, I guess my fi rst question is-you’ve already endorsed Jeff in the primary, so 
I’m wondering if-why I’m here on your behalf.” She paused. “I kind of feel like the 
Christian at the Taliban, to tell the truth.”

There is a tape recording of this exchange, made by the Spokesman-Review. On 
the tape, when Rodgers makes her Taliban comment, there is laughter around the 
table. In addition to Webster, interactive editor Doug Floyd was there, and so were 
political reporter Oliver Staley and editorial board member Rebecca Nappi.
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When the laughter subsides, Webster says: “Well, we always do interviews with 
candidates. They help us, help us with our writing.”

Where Rodgers comes from, Webster’s reply would be called “fancy dancing.” 
Rodgers, who is part Blackfeet Indian, grew up on a Montana reservation. Fancy 
dancing is a ritualized ceremony with elaborate costumes. It’s also a metaphor for 
doubletalk.

“Well, that’s good to know,” Rodgers told Webster. She had brought with her a few 
documents that could give Spokesman-Review reporters and editors considerable 
help with their writing, if they were interested.

By now most people in Spokane know that, along with former mayor John Talbott 
and city councilmen Steve Eugster and Steve Corker, Rodgers is one of the elected 
offi cials who have worked hard to get out the facts about the River Park Square 
crisis. (Colliton helped put the RPS deal together and remains a staunch proponent 
of it.) Most Spokanites know that RPS developer Betsy Cowles also publishes the 
Spokesman-Review. What is not generally known, however, is the remarkable 
lengths to which Spokesman-Review reporters and editors have gone to help Betsy 
Cowles conceal troubling details of the troubled project. What Cherie Rodgers 
experienced that day is an interesting example.

Nappi explained that they wanted to record the session in order to do an 
experiment on the paper’s web site. They wanted to evaluate the feasibility of 
broadcasting interviews like this one via the Internet, said Nappi. That would be 
fi ne, said Rodgers.

The transcript of that interview is a little over 17 pages, single-spaced. On page six, 
Rebecca Nappi asks Cherie Rodgers: “You’ve been out obviously doorbelling and 
in the community a lot. What issues are you hearing? What are people saying when 
you say, ‘What’s on your mind?’ “

“River Park Square,” answers Rodgers.

RN: “Really, still?”

CR: “River Park Square.”

RN: “Okay. And what are people saying?”

CR: “They’re worried about it being a bond fraud, which it is, and they want to 
know the truth of what happened. And they don’t want you giving away public 
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money. And I tell them I truly believe the City of Spokane has some liability 
because of what past council members did, and so I want to fi nd out the facts. I 
want more disclosure. It’s premature to mediate something right now at this point. 
We only know about 60 percent of the facts... “

On page 13 of the transcript, John Webster asks: “Suppose you could really make a 
difference and resolve the River Park Square situation, what would that look like? 
What would you do?”

CR: “Um, the city, as I say, does have some liability for the River Park Square, 
because of what happened with previous councils. What you do is you go in for 
more discovery. The bondholders said, two weeks ago in federal court, that this 
is bond fraud. That’s what it is. They must have used the word fraud 30 times. 
They [the Cowles family] subsidized the mall through their parking garage bonds. 
And they probably paid for Q-6 [KHQ, the Cowles-owned NBC-affi liate broadcast 
station], by the time this is all said and done. And I brought you some paperwork, 
just in case you wanted to see what happens...”

At that point Rodgers produced a few select skeletons from the closet of the River 
Park Square transaction. Before the gathered reporters and editors she fanned out 
an assortment of documents revealing details of the deal that the newspaper has so 
far ignored. Included:

* An October 8 memo from former city building offi cial Bob Eugene. It shows that 
the Cowles family asked the city to reduce the value of the RPS garage from $26 
million to $14.5 million in order to lower building permit fees. This was two weeks 
after bonds had been sold to investors who were told it was a $26 million garage. 
The city agreed and issued the Cowleses a $63,000 credit to be applied against 
future project fees.

* State department of revenue sales tax fi gures from the fi rst quarter of 1990 
through the fi rst quarter of 2001. They show that River Park Square is not 
performing as well as the Spokesman-Review has been reporting. (The paper uses 
fi gures provided by Rockey West, the Cowles public relations fi rm.) The state’s 
fi gures, says Rodgers, show that the new River Park Square isn’t performing as 
well as the old one did in 1995. Moreover, she wanted the editorial board to know, 
in some cases tax revenues from core downtown retailers were higher in 1999, 
before the new mall opened.

* A 7/23/01 memo to the city council and mayor from city budget director Collett 
Greenwood. While citizens and the city had been promised that River Park Square 
would bring in $3 million in new sales tax revenues, Greenwood’s memo confi rms 
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tax receipts at 40% below projections. “We budgeted a 4% increase for 2001 over 
2000,” wrote Greenwood, “with current cumulative totals showing [only] a 2.44% 
YTD increase over last year.”

* Notes taken 10/14/97 by former city attorney Stan Schwartz during a meeting 
with Bob Robideaux, Betsy Cowles’s RPS manager, about the Gonzaga University 
study of the mall. Robideaux apparently thought a page of the draft report offering 
a low assessment of the developer’s collateral would be the “kiss of death.” 
Robideaux wanted it struck from the public version of the report. Rodgers wanted 
the Spokesman-Review staff to be aware of this evidence that “two sets of books” 
had been kept about the project, apparently to deceive the public.

* A 10/06/01 memo by former city accountant Dan Cenis showing that garage 
revenues are below projections.

* A 1/05/01 report from county tax assessor Tom Konis showing that the assessed 
value of the River Park Square mall upon which taxes are paid is $58 million. In a 
guest column for the Inlander in September 2001, Betsy Cowles asserted RPS was a 
$115 million project.

* A 7/31/97 letter from William Mantle, of Preston Gates & Ellis, legal counsel to 
the bondbuyers, to former city bond counsel Roy Koegen saying that the garage 
bonds violated federal tax rules.

Rodgers wanted the newspaper to have these records. She felt they were part of 
the evidence that Spokesman-Review owner Betsy Cowles had schemed with city 
offi cials and others to perpetrate fraud in developing River Park Square. Rodgers 
referred to an illegal Cowles “payoff” to Nordstrom tied to the use of loan funds 
from the city that are collateralized by HUD funds earmarked for the city’s low 
income residents. (See “Where Did the Money Go?”) Rodgers said that those who 
had committed the fraud-the Cowleses, the city and others-would have to share the 
liability for the soured deal.

“These guys swindled Vanguard, Nuveen, and Smith Barney,” said Rodgers, 
referring to investors who had purchased the garage bonds. “They didn’t take on 
widows and orphans and small people like me. These institutional investors have 
the best attorney you can imagine. They know it’s fraud.”

“So, ultimately, when all’s been said and done, I mean when the dust settles, do 
you think the city will be better off for all this?” Oliver Staley asked.

“Well, what you have is corruption in our community,” Rodgers replied, “And so 
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it’s the conscience of the community to let something happen like this...”

She challenged the editorial board to comment and report more truthfully on what 
really happened at River Park Square.

“You guys fi gure into this, too, because you’re supposed to be the watchdog of 
government,” she told them. “And, unfortunately, the owners of your newspaper 
own this project. And I think that considerably hindered the reporting on the 
project. What I think you should have done is hired somebody independent, from 
someplace else, to come in and cover this story. And I think it would have been a 
lot better off in the long run. So I don’t know how you feel about that, but that’s 
just the personal citizen looking at it in the long run.”

Rodgers lets her words sink in. She waits for a reply that never comes. The tape 
records only silence. Finally, she says:

“There’s so much distress out there in the public, for anything that happens in 
Spokane. There’s a lot of cynicism. I see that when I’m out doorbelling.”

“Okay, what needs to be done?” Doug Floyd asked. “From the point of view of 
being a city leader, a member of the council, an opportunity to not only set policy 
but set tone and direction, what can be done?”

CR: “The public has to believe... that you’re spending their tax money wisely and 
well. That you’re not cuttin’ deals... in secret boardrooms....”

Rodgers asked Nappi for a copy of the tape. Nappi said she could have one. But 
two days after the interview Nappi reversed herself. She told Rodgers that John 
Webster didn’t want Rodgers to have the recording. Nappi says she felt terrible 
about this. She worried that Rodgers would see it as some kind of conspiracy. 
Rodgers told Nappi she thought it would be unethical for the Spokesman-Review 
to withhold a copy of the tape from her. Nappi took that message to an editorial 
meeting, and she says editor Chris Peck agreed with Rodgers. Nappi made a copy 
of the tape at her own expense and gave it to Rodgers. Rodgers provided a copy to 
Camas Magazine.

On October 28, 2001, Webster repeated the Spokesman-Review’s editorial 
endorsement of Jeff Colliton. “If the voters of Northwest Spokane empower him to 
serve, Jeff Colliton will help lead our city in a positive direction,” wrote Webster.

Nappi says the Spokesman-Review subsequently abandoned the experiment to air 
the Rodgers interview on the paper’s web site. At the time “Under the Infl uence” 
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went to press in book form, none of the information Rodgers provided the 
Spokesman-Review had appeared in the paper.

I asked John Webster why that was, and if I could tape record our conversation.

“There’s not going to be a conversation,” he said. “I have no comment.”

I explained that I was just trying to understand what plans the Spokesman-Review 
had for investigating the information Rodgers had brought to the editorial board’s 
attention.

“I have no comment,” Webster repeated.

Staley, who recently opted to take a severance package in the paper’s staff layoffs, 
was as open with me as he had been when I interviewed him earlier in the year 
about the Spokesman-Review’s River Park Square reporting. (See “All in the 
Family.”)

He said he had done nothing with the Rodgers documents, that they were “sitting 
on my desk.”

I asked him why.

“I was probably guilty of not listening carefully,” he said. “I just considered that 
Cherie was making a campaign appearance.”

He said he didn’t think there was anything new in the material, although he 
acknowledged that the paper hadn’t covered it. He said the paper had been 
scooped on the River Park Square story. “If we get beat on something, we’re not as 
inclined to follow up.”

Which brings me to the point of this book. Under The Infl uence is a compilation 
of Camas Magazine’s 2001 reporting. The contents of the book can be read on this 
website. We’re bringing it out in book form for the convenience of those who prefer 
physical to electronic reporting.

Camas Magazine has an unfunded staff of three people: Tim Connor, editor Judy 
Laddon (my wife), and me. That is to say, the funding comes from the Connor-
Raybuck and Shook-Laddon families. The work is offered as a public service.

Camas was supposed to be a high quality monthly magazine serving the Inland 
Northwest. We had been approached in late 1999 by investors who wanted to help 
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develop an alternative to Cowles media, which has dominated the Spokane area 
for more than a century. Regrettably, the money dried up, but not before we had 
become immersed in research for the River Park Square story.

So we had a choice. We could walk away from the story, or we could try to get it 
out in some form. We opted for the latter, publishing on the web, then compiling 
that reporting in book form. It’s been far from ideal, but the impact has been such 
that it makes for one of the most interesting journalism experiences we know of.

There is no telling how long the River Park Square story will take to run its course. 
However long that is, we intend to cover it to the best of our resources and ability. 
If we don’t, we think it’s unlikely that the whole story will ever come out.

THE END

Copyright (c) 2001 by camasmagazine.com
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HOLDING THE BAG (NOV 27, 2001)
It’s not political bickering that prolongs the RPS fi asco

The following is the epilogue to Under the Infl uence: Spokane, the Cowles Family, and 
River Park Square. The book is a collection of Camas Magazine’s 2001 reporting.

IN HIS 2001 BID TO TAKE BACK A SEAT on the Spokane city council, Jeff Colliton 
didn’t shy away from the campaign’s defi ning issue. He had voted in favor of the 
city’s involvement in the River Park Square public/private partnership in 1997. 
Given what he knew at the time, he insisted, he would vote the same way again.

“The project is successful,” he told his audiences. “We have to have a settlement of 
the garage issue. Not River Park Square. But the garage issue, which is a business 
decision.”

Colliton’s line on River Park Square was nearly identical to three sitting council 
members and mostly in sync with Spokane’s mayor, John Powers. This view holds 
that the serious problems with the project are confi ned to the garage portion of the 
partnership and would have been resolved by now were it not for a divided and 
quarrelsome city council.

The most charitable critique of Colliton’s position is that it ignored the basic facts. 
Even as he campaigned, garage revenues were running a thousand dollars a day 
short of what was needed just to cover debt service. This means that even if the city 
agreed to “loan” the maximum amounts (nearly $2 million a year) allowed under 
the 1997 ordinance Colliton supported, the garage bonds would still be headed for 
default.

But there was also something amiss with Colliton’s assertion that the garage could 
be looked at separately, against the backdrop of a “successful” downtown project. 
The fact is, the garage is an integral part of the city’s investment in the River Park 
Square mall. Moreover, when the garage problems are factored in with other, less 
publicized diffi culties (e.g. lower-than-expected sales at Nordstrom), the city’s own 
numbers show the project is headed toward a costly and painful bailout that could 
claim millions of dollars from the city’s budget.

The depth and complexity of this collapse can’t be attributed to a contemporary 
lack of harmony and goodwill on the council or between the council and the 
mayor. If there’s anything “dysfunctional” involved, it is the deal itself and how 
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its assembly from 1995 to 1999 was cloaked in secrecy and characterized by the 
absence of normal fi duciary, ethical and legal standards.

There were two intertwined main branches of the city’s subsidy for River Park 
Square. The fi rst branch, obviously, was the garage transaction, which itself had 
two main limbs. The fi rst feature was a bond sale that created the funds necessary 
to pay Cowles real estate companies $26 million for a 1,304 space garage. Because 
only the building and not the land beneath the garage was sold, however, an 
important second feature of the deal was a “ground lease.” This lease not only 
allowed Cowles companies to attach restrictions and conditions on how the garage 
would operate, but it also laid out a rent schedule whereby the Cowles companies 
would take in another $18-million-plus over the life of the 20-year lease. Neither 
the sale price nor the ground rents were based on market value. Accordingly, the 
Cowles negotiators managed to create a $44-million-plus asset out of a building 
and land, the market value of which, according to one city consultant, was less than 
$11 million.

THE HUD LOAN

The second main branch of city support is the so-called “HUD-108 loan” of $22.65 
million. The designation comes from a program administered by the federal 
Department of Housing and Urban Development (HUD) allowing cities that 
receive grants from HUD to borrow funds on the private credit markets. The 
city’s expected future federal community development block grants were used 
as collateral. In practice, the HUD-108 loan is actually two loans. The city fi rst 
borrowed the funds through the sale of low-interest, HUD-authorized debentures. 
It then loaned the money to private parties, Cowles real estate companies. The sum 
loaned was the maximum amount the city could borrow at any one time, given the 
size ($4.5 million) of its annual block grant.

Even setting the garage debacle aside, the reason the city’s involvement in the 
River Park Square project isn’t a “success” is that, as it stands, the city cannot make 
the scheduled debt service payments on its debentures. This startling situation was 
publicly outlined on at least two occasions by city offi cials. What their numbers 
show is that loan repayments from the Cowles real estate companies are so far 
below projections that to avoid a default, HUD will have to take large sums out of 
Spokane’s block grant funds sometime between 2004 and 2007.

This is a remarkably bad development for a city whose budget is already stretched 
thin by an unexpected decline in tax revenues. The question is: how could it have 
happened?
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The short answer is that the city didn’t protect itself.

There are three sources for repayment on the $22.65 million loan to Cowles real 
estate companies. The fi rst source is rent from the Nordstrom store. But Nordstrom 
sales have been well below projections, and the size of the rent payments is scaled 
to Nordstrom sales. The second source is a corporate guarantee from Cowles 
of $500,000 a year. But the city and Cowles lawyers were quickly involved in a 
dispute over when these payments were to begin.

The third source? The River Park Square garage. This is why Colliton was mistaken 
when he said the two parts of the project could be viewed separately. Under the 
HUD-108 loan repayment plan, a large portion of the ground rent for the RPS 
garage (41 percent) is committed by Cowles real estate companies for repayment 
of the city’s loan. But this ground rent gets paid after bond debt service. To date, 
after two years of operation, no rent has been paid. As a result, the Cowleses 
stopped paying their designated 41 percent portion of the ground rent in February 
2000. Not counting interest, the cumulative non-payments will total, by the end of 
2001, more than $585,000. (Cowles lawyers argue that the city had an obligation 
to loan money to the beleaguered public development authority so that the PDA 
could use the loan to make its ground rent payments. Since the Cowles companies 
haven’t received the ground rent payments from the PDA, they assert, they are not 
obligated for their portion of loan repayment to the city.)

HUD’s non-mandatory guidelines recommend that loans be secured by an 
“unconditional, irrevocable letter of credit.” This letter of credit would allow the 
pass-through lender (in this instance, Spokane) to simply draw on secured assets of 
the borrower (in this instance, the Cowles family), if the loan repayment lapses.

Yet, this is where the city shot itself in the foot.

The Cowleses refused to give the city such a letter. Instead, the collateral Cowles 
negotiators were willing to put up for the loan was confi ned to the designated 
sources of repayment on the loan. It doesn’t excuse city offi cials, but one reason 
this was allowed to happen is that top HUD offi cials chose not to intervene and 
insist upon a secure source of collateral for the city. HUD had its protection. As 
in all Section-108 program loans, HUD protected its note-holders by promising 
them that if the city didn’t pay on these notes, then HUD would. It would do 
so by simply subtracting from the city’s annual block grant allotment the funds 
necessary to cover any shortfall in debt repayment. In the Spokane case, HUD 
found it necessary to take an extra measure of caution. In the event the debt 
payments on the city’s HUD-backed notes threaten to devour all of the block grant 
money (currently approaching $5 million per year), HUD required the Cowleses 
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to contribute to a “supplementary debt service reserve” to cover any remaining 
shortfall.

Documents and notes in city fi les show that HUD offi cials made clear, early on, that 
Spokane offi cials needed to take their own steps to protect the city’s interests. But 
they didn’t.

“HUD can be better secured than the City,” wrote then-Spokane assistant 
city attorney Stan Schwartz in his notes from an August 21, 1997 telephone 
conversation with Paul Webster, a top HUD fi nancial management offi cer. “Loan 
could leave City holding the bag.”

THE COLLATERAL-A REMARKABLE TWIST

The risks to the city because of this predicament were further described in a “credit 
analysis” prepared by three Gonzaga University business professors for the city. 
In a draft of their report, the professors observed that the collateral for the city’s 
loan was “essentially the same as the primary source of repayment.” On page 5 
they offered the opinion that overall “the credit is ranked low because of the lack of 
either adequate collateral or fi nancial guarantees.”

A copy of this draft was apparently shared with Bob Robideaux, the River Park 
Square project manager, and Duane Swinton, the Cowleses’s lead attorney on 
the project. A city offi cial (apparently then-city manager Bill Pupo) then took 
handwritten notes during an October 14, 1997 conversation with Robideaux and 
Swinton.

“Overall (pg 5), is a kiss of death,” the notes report Robideaux as saying.

When the fi nal version of the report was given to the city a month later, language 
about the inadequate collateral was muted.

Still, Schwartz and his boss, former city attorney James C. Sloane, tried to alert 
the Spokane city council. In a November 20, 1997 memo sent the same day they 
received the fi nal report from the Gonzaga professors, the two attorneys expressed 
their concerns about the weaknesses in the city’s loan agreement with the Cowleses 
and their frustration at being unable to persuade Cowles negotiators to better 
protect the city.

“We believe that this loan could be structured in such a fashion to provide the City 
with greater security, through for example, a letter of credit or certain restructuring 
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in the Loan Documents. However, this has been resisted and represented as 
impossible by the developer.”

Obviously, the city went ahead with the loan anyway and is now “holding the bag” 
as the loan heads for default.

The effi ciency with which Cowles negotiators were able to limit their liability in the 
River Park Square public/private partnership is evidenced in how they leveraged 
the city’s parking meter revenue fund. The city’s pledge to “loan” its parking meter 
funds to the PDA in the event of revenue shortfalls at the garage was critical to the 
$26 million sale of the garage. (Without the city’s pledge, the bonds could not have 
met the minimum requirements for investment grade securities.)

The primary purpose of the city’s loan pledge was to ensure ground rent at the 
garage could be paid to the Cowleses. For that reason, the loan pledge was vital 
in a scheme that allowed garage ground rents to qualify as collateral in the loan 
package with the city. What it boiled down to is that the city’s own parking meter 
collections were used in place of Cowles assets to secure the Cowles loan from the 
city. Ergo, the borrower had secured assets of the lender as collateral.

THE IRS WEIGHS IN

On August 8, 2001, the IRS issued its preliminary determination that the bonds sold 
to fi nance the garage sale are not eligible to be tax exempt securities. Among the 
specifi c violations, the IRS wrote, is “(t)he fact that the Developer still retains the 
land underneath the parking garage.”

If, to solve the tax violations, the Cowleses cannot hold onto the ground beneath 
the garage, then they can’t collect rent. And if they can’t collect “ground rent” 
at the garage, then they can’t pay it back to the city. This would expedite both a 
default on the city’s loan and eliminate one of the three sources of collateral.

One reason the Cowleses held the ground beneath the garage was to attach 
lease restrictions on parking that were negotiated with the mall’s anchor tenant, 
Nordstrom. Under terms of the Nordstrom lease, if these parking agreements are 
not enforceable, then Nordstrom is entitled to a dramatic rent reduction, from $1.3 
million down to $520,000 a year. Yet this rent is pledged for repayment of the city’s 
loan to the Cowleses.

The rent reduction would be disastrous for the city. But it really shouldn’t come as 
a surprise. As reported in Secret Deal, lawyers with two of the state’s largest bond 
fi rms repeatedly warned all parties to the garage deal that the parking agreements 
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attached to the garage ground lease do not comply with IRS rules. On the list of 
warnings that went unheeded, this one may turn out to be the most expensive.

An unmistakable irony in the ongoing River Park Square political battle is that 
those who provided the most vigorous support for the deal in 1996-1998 (most 
notably, Jeff Colliton, Phyllis Holmes, Roberta Greene and current council president 
Rob Higgins) are the same voices now admonishing critics to stop dwelling on the 
past. Yet, it is precisely because the city did so little to protect itself in those “past” 
River Park Square decisions that a gauntlet of extremely diffi cult problems is now 
confronting current and future city councils and mayors.

The public, for the most part, seems baffl ed. With few exceptions, the Spokane 
media have treated the River Park Square story like an uncouth and uninvited 
visitor. To be sure, the story is exceptionally complicated. But that’s one reason 
it’s such an important story, requiring special attention from journalists. The 
complexities are a camoufl age, beneath which important public business takes 
place.

Given the small size of the Spokane news media market, it’s possible that the only 
news organization with the depth, talent and experience to properly bring the story 
to light was the Spokesman-Review. The problem, of course, is that a commitment 
to properly cover the River Park Square story necessarily involves a willingness to 
expose the strong-arm tactics of Betsy Cowles and her development team. From 
the outset, it became clear that Cowles reporters would not put tough questions 
to Cowles management. For the most part, the city’s electronic news operations 
have limited themselves to superfi cial coverage of the political confl icts the 
controversy has fueled. That the architecturally uninspired garage doesn’t move 
about or catch fi re makes it a lousy picture story for television, and it’s not hard to 
detect reporters’ annoyance in their news reports and roundtable commentaries 
on KSPS’s “Spokane This Week.” The one notable exception to media lethargy was 
KXLY’s award-winning investigative reporter Tom Grant, who covered River Park 
Square with distinction before leaving KXLY in May 2001 complaining about the 
station’s lack of support for his work.

THE POLITICIANS AND A MOTION TO DISMISS

As 2001 unfolded, the council member most vulnerable to the growing impatience 
with the River Park Square controversy was Cherie Rodgers. It was Rodgers who 
had to face Colliton to retain her seat on the council this fall. Unlike her opponent, 
Rodgers was not in a hurry to put River Park Square “behind us” if it meant 
sacrifi cing a public accounting of what had happened. Colliton’s narrow lead over 
Rodgers and two others in the September primary reinforced the view that maybe 
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the public had had enough. Colliton lost his council seat in the 1999 election to 
Steve Eugster in a race in which River Park Square had been a major issue. Now, it 
seemed, he was on the verge of winning his seat back.

Rodgers responded to her narrow loss in the primary by spending countless 
hours doorbelling her district. In doing so, she says she found her position on the 
defi ning issue reaffi rmed.

“It wasn’t so much that I made River Park Square the issue,” she said about her 
campaign visits. “This is what people wanted to talk about when I came to their 
homes and asked for their votes.”

As she campaigned, one of the developments Rodgers was paying closest attention 
to was a pending decision from U.S. District Court Judge Edward Shea. Shortly 
after it was fi led last spring, Shea had been assigned to hear “Nuveen et al. v. 
Prudential et al.,” the multifaceted federal securities fraud action brought by two 
groups of River Park Square garage bondholders. Defendants include Prudential 
Securities (the underwriter for the September 1998 bond offering), Cowles real 
estate companies, and the City of Spokane.

Rodgers is one of few people in Spokane to have read the Nuveen complaint, and 
she brought it up regularly during her campaign appearances. Rodgers doesn’t buy 
Mayor Powers’s explanation that River Park Square was a series of bad business 
decisions by a former city council. She believes it was a conspiracy or, as the 
bondholders lawyers allege, a “fraudulent scheme.” In her mind, the charges in the 
Nuveen case offer an inventory of the decisions made in secret meetings between 
Cowles representatives and the City of Spokane’s leadership in 1996 and 1997.

The question before Judge Shea was whether the substance of the Nuveen 
complaint (and a nearly identical complaint fi led by U.S. Bank Trust National 
Association) had met the standards of a 1995 law-the Private Securities Litigation 
Reform Act (PSLRA)-which signifi cantly toughened the fi ling requirements for 
federal securities fraud cases. On September 26, 2001, in Spokane, Shea heard 
oral arguments on a motion to dismiss the case. The judge said he would post his 
decision the following week.

Rodgers knew that a ruling either way could affect the outcome of her race. At 
times, Colliton poked fun at her by observing that there had been talk for two years 
of sending people to jail over River Park Square but, as his audience could see, “I’m 
here tonight.”

Election Day, November 6, came and went with no word from Judge Shea. The 
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voters, however, registered their own decision. Rodgers beat Colliton by 20 
percentage points-60 percent to 40 percent.

Shea fi nally handed down his decision on November 19th. It was 44 pages long. 
The motion to dismiss was denied. The judge methodically went through every 
argument the defendants made for dismissing the case and rebutted each of them.

The length and force of Shea’s decision surprised even Gary Ceriani, the Denver 
lawyer who argued on behalf of Nuveen and the other institutional investor funds 
holding River Park Square garage bonds.

“I think its the most comprehensive victory on this type of motion that I’ve ever 
seen,” he said.

To rebut arguments that the bondholders’ fraud allegations lacked substantiation, 
Shea recited the evidence. He even went into the documents Ceriani had attached 
to the complaint to fi nd his own examples of how the offering statement for the 
garage bonds appeared to mislead investors with inaccurate and incomplete 
information.

In the course of his decision, Shea delivered specifi c messages to the River Park 
Square developer. For example, Cowles attorneys argued that there was no basis 
for the allegation that the River Park Square developer fi t the defi nition of a 
“controlling person” under the 1934 Securities and Exchange Act. Shea disagreed, 
noting that if, as the bondholders allege, the developer had the power to appoint 
the board members for the non-profi t organization (the Spokane Downtown 
Foundation) that bought the garage from Cowles for $26 million, this “satisfi es the 
SEC’s defi nition of control.” (The IRS, in its August 2001 preliminary determination 
that the bonds were not eligible for tax exemption, made a similar observation. 
Contrary to federal tax rules, it appeared to the IRS that the foundation selling the 
bonds “consisted mainly of associates of the Developer and/or Nordstrom.”)

Shea also observed that Cowles real estate companies and project manager Bob 
Robideaux were in a position to have the “most direct knowledge of facts” that 
bondholders allege were either withheld from them or misrepresented in the 
offi cial bond offering.

“This is a situation,” Ceriani observed, “where the judge really got into the case. 
My sense is, the more he got into it, the more irritated he got.”

Even before Shea handed down his decision on the motion, Ceriani said he had 
taken the unusual step of assuring his clients that “you’re going to get your 
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money”-meaning that either through a decision or negotiated settlement the 
bondholders would recover the full value of their investment.

Yet, from the perspective of his clients, Ceriani insists there is more than money 
at stake in the River Park Square case; his clients also want to send a message to 
municipal bond issuers.

Nuveen and the other fund managers, said Ceriani, “absolutely refuse to send a 
message that ‘crime pays.’” Instead, he said, the message they wish to send “is 
that if you walk in their door and lie to them, they will not quit until every dime 
the lie has cost them has been recovered. If you think about it, any other position 
is inconsistent with a long-term goal of protecting the integrity of the municipal 
market.”

Ceriani insisted he clearly communicated this message to city special counsel 
Laurel Siddoway and to former state supreme court chief justice Richard Guy 
when Guy, at the behest of Mayor Powers, contacted him to feel him out about 
participating in mediation toward a settlement. Obviously, if Ceriani and his clients 
prevail, then the money for settling Nuveen v. Prudential will come from the 
pockets of the other parties. It is likely these pockets will include those belonging to 
the city and Cowles real estate companies.

Given his experience in other federal securities cases, Ceriani expects the case to 
come to trial in mid-to-late 2003, unless it is settled before.

STEVE EUGSTER’S LAWSUIT

The other major River Park Square case is in state court where councilman Steve 
Eugster is the plaintiff. Eugster’s suit, being heard before Spokane County Superior 
Court Judge James M. Murphy, is scheduled for trial in July 2002. The most 
publicized aspect of Eugster’s case is actually the aggressive counterclaims fi led 
by Cowles attorneys. They named Eugster and other past and present members 
of the Spokane City Council, charging them with unlawful interference in Cowles 
business interests at River Park Square.

Four of the nine city offi cials (Eugster, Steve Corker, Cherie Rodgers and former 
mayor John Talbott) were named as private individuals. Folded into the business 
interference charges against them is the accusation they made “false and 
defamatory” statements that harmed River Park Square. Rodgers, for her part, 
informed the city in November 2001 that she was retaining Seattle attorney O. 
Yale Lewis to assist with her legal defense. She then fi led her own countercharges, 
asking the court for a jury trial and fi nancial penalties against Cowles for, among 
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other things, unlawful suppression of information and intimidation of a public 
offi cial.

When and whether the charges and countercharges pitting Betsy Cowles against 
Eugster, Talbott, Corker and Rodgers will get their days in court is hard to forecast. 
There is, however, a part of Eugster’s lawsuit that has the potential to reframe 
every aspect of the River Park Square litigation.

It is his contention that some of the most important decisions made by city offi cials 
were in violation of the state’s open meetings law.

In fall 2001, Eugster learned about enormous subsidies embedded in the 
Nordstrom lease and the covert steps the city council and Betsy Cowles had 
taken to hide the information. He then expanded his lawsuit to incorporate the 
new evidence and fi led a motion for partial summary judgment, asking Murphy 
to make an expedited ruling just on that part of his lawsuit that deals with the 
alleged open public meetings act violations. If the judge agrees that there were such 
violations, Eugster wants the city’s keystone River Park Square legislation-the 1997 
Off Street Parking Ordinance-declared “null and void.”

Such a ruling could explode the legal and political River Park Square logjam. First 
the city would have to decide what to do with the more than $1.5 million it collects 
each year in parking meter revenue. Since late 1999, parking proceeds have accrued 
to over $3 million. Yet the city has refused to “loan” the funds to Cowles (as the 
1997 ordinance contemplated) to cover garage shortfalls. Mayor John Powers 
wants the fund to continue growing as a carrot the city can hold in negotiations 
with Betsy Cowles. But if the ordinance is overturned, the parking meter revenues 
would be in legal limbo. The mayor and council would have to draft a new 
ordinance to determine what becomes of the money. In that case, the debate and 
vote would be a new referendum on the city’s involvement in River Park Square.

If Eugster loses on his motion, perhaps the River Park Square fi asco will only 
be resolved through the courts, either through the mediation Powers wants, or 
eventual verdicts. Yet, whatever the ultimate solution to the River Park Square 
impasse, there’s no reason to think it will come easily. This isn’t just because it’s an 
emotional issue tied to historic grievances about Cowles infl uence. It’s also because 
no matter what the courts rule, the development will still be caught in a fi nancial 
tangle forcing diffi cult decisions on city elected offi cials.

To put it bluntly, the numbers don’t bicker. On August 1, 2003 the city has to 
start paying back principal (in addition to the interest it is currently paying) on 
its HUD-108 loan debentures. These combined payments will begin to rapidly 
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deplete the debt service reserve fund. If no resolution has been found to the garage 
disputes, the projection from the city’s community development offi ce is that 
the city will be nearly $1 million short on its debt service payments on August 1, 
2004. Even if a resolution to the garage results in a restoration of the ground rent 
payments, the projection shows that by August 1, 2007 the city will be more than $1 
million short.

What this means is that the River Park Square problem is no longer just a matter of 
solving the garage dispute as it existed when Powers took offi ce. A solution to the 
garage is more diffi cult now. The preliminary IRS ruling, according to Ceriani, is “a 
monstrous headache” that complicates efforts to refi nance the garage transaction in 
a way that resolves both the tax issues and the securities fraud litigation. Moreover, 
even a good solution for the garage still leaves considerable work to avoid a default 
on the HUD loan.

Given what lies ahead, citizens and journalists alike might want to ignore the 
advice not to look back. While there are no easy answers, it may be that the best 
solution can only come from a better dialogue and sharper understanding of how 
the city arrived in such dire straits. John Talbott and Steve Eugster may strike many 
or even most Spokanites as divisive fi gures, but history is going to show they 
were largely accurate in their warnings about River Park Square. But it wasn’t just 
Talbott and Eugster who issued warnings about the project.

Take, for example, Robert Woodard.

EARLY WARNINGS FROM A HUD AUDITOR

Woodard is an auditor in the northwest regional offi ce of the HUD inspector 
general. In 1998 he investigated citizen complaints about the Spokane 108 loan for 
River Park Square. In December 1998 he provided The Wall Street Journal with 
what the paper called “an unusually candid assessment” of HUD-108 loan projects 
for shopping mall redevelopments in Spokane and Seattle. He was concerned 
that HUD’s loose guidelines and lack of oversight could allow for “undue 
enrichment” by the private developers who benefi ted from the loans. He also 
expressed the concern that communities like Spokane “can do just about anything” 
with HUD-108 loan proceeds so long as they wrap it in the name of “economic 
development.”

Among the specifi c problems Woodard cited in his audit reports on the Spokane 
project were lapses in public disclosure and citizen participation. (Woodard’s 
March 31, 1999 report on the Spokane and Seattle projects is available on-line at 
www.hud.gov/oig/oiginter.html)
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Recently, I sent Woodard a summary of what Camas Magazine reported in October 
2001 about how city offi cials and the developer worked to hide important details 
of the River Park Square fi nancing from Spokane citizens. In a follow-up interview, 
Woodard and his boss, Frank Baca, explained that HUD’s main concern in 108 
loan audits is in the areas where HUD has the most direct risk and responsibility-
namely, collateral for HUD note holders and job creation. Both said Woodard 
had actually gone beyond the normal scope of his audit to register his concerns 
about HUD’s indifference and lack of oversight over “sidebar” agreements and 
arrangements between the city and the mall developer.

Still, Woodard sounded troubled by what he was now learning about how the 
Spokane project had been handled. He didn’t know about the fi nancial details of 
the Nordstrom deal. Had he known of the secret meetings involving city staff and 
council members in which Cowles successfully ordered last-minute changes to 
remove key details from a pivotal report, he said he would have investigated the 
matter.

“I think the things you highlighted were the things that distressed me,” Woodard 
said. “I would feel more comfortable if these sidebar agreements were subject to 
federal regulation.”

The Section 108 loan program was initiated by HUD in 1978. To date it has 
delivered over 1,000 loans nationwide, worth more than $5.5 billion. If the serious 
problems with the Spokane loan for River Park Square result in HUD having to dig 
into the city’s block grant collateral, it will mean taking money out of a budget that 
is weighted heavily in services directed to the poorest areas of the city. Among the 
programs currently funded by the annual block grant are parks and playground 
facilities, street improvements, roofi ng repairs for low-income housing, nutrition 
and clinical care for AIDS patients, food bank collection and distribution, shelters 
for homeless families, and recreation programs for assisted living senior citizens.

THE END

Copyright (c) 2001 by camasmagazine.com
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FEAR OF DEBATE (NOV 27, 2001)
Dissent is the key to democracy. But in Spokane?

The following is the foreword to Under the Infl uence: Spokane, the Cowles Family, and 
River Park Square. The book is a collection of Camas Magazine’s 2001 reporting.

THIS BOOK EFFECTIVELY SETTLES the question of secrecy. I don’t see how 
anyone could read these well-documented pages and continue to maintain that 
the city’s involvement in the River Park Square project was negotiated under full 
public scrutiny.

Consider just one document out of the hundreds fl ushed out of city hall by the 
authors. A routine two-page memo to former Spokane city manger Bill Pupo from 
community development director Mike Adolfae explains why the city owed an 
additional fee to a consultant. The city hired the accounting fi rm of Coopers & 
Lybrand to prepare an independent assessment of the River Park Square parking 
garage. Upon arriving in Spokane in late January 1997 to deliver their report, 
though, the fi rm’s representatives were put to additional work. “Information. . . 
for public consumption. . . was requested to be eliminated from the revised public 
report,” according to the memo. “The exclusion of critical information or major 
sections,” the memo explained, “such as sources and uses of funds, required 
substantial reworking of the revised public document.” The consultants were 
instructed to provide “two separate reports,” one for the council and one for public 
consumption. Two reports is, literally, duplicity.

This secrecy, in turn, may explain other puzzles about the River Park Square issue. 
Why have citizens withheld their wholehearted support from a beautiful addition 
to Spokane’s downtown? Because they were suspicious they weren’t hearing the 
whole story. All the talk about the balky nature of Spokane citizens is so much 
smokescreen. No one is going to cooperate when they suspect they are being 
fooled.

Secrecy might help explain yet another mystery. Why did six out of six council 
members and the city manager all agree to a business proposition so weak it never 
got close to working? The Coopers & Lybrand report revealed many of the deal’s 
weaknesses. But the council rushed through the formal presentation of the Coopers 
report and asked no questions that might stir up public curiosity. It appears they 
were so intent on the value of secrecy that they managed to keep the relevant facts 
from themselves.
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The purpose of newspapers in the American political scheme is to make it 
impossible for public offi cials to duck debate in this manner. Here again, a 
mechanism of public discussion failed the Spokane citizenry. Spokesman-Review 
political reporter Jim Camden saw the signifi cance of the Coopers & Lybrand 
report and argued the paper ought to thoroughly explain the consultant’s 
reservations. His editors decided the paper had said enough on the topic.

Through such decisions the Review lost its credibility on River Park Square. As 
far back as 1996, the weekly Inlander pointed out the curious fact that Coeur 
d’Alene Press was reporting developments in the River Park Square deal before the 
Spokesman-Review got around to them. In 1998, Professor Steve Blewett of Eastern 
Washington University conducted a study of the Spokesman-Review’s River 
Park Square coverage and criticized the paper for the superfi ciality and bias of its 
reporting.

The Spokesman-Review suffered the ultimate journalistic embarrassment in 1999 
when an out-of-towner, The Wall Street Journal, entered its territory and reported 
what a lot of people wanted to know, namely what kind of obligations the city had 
taken on in the secret Nordstrom lease. The Review’s response was to dispatch, not 
reporters, but its newsroom attorney, the attorney normally sent out to argue for 
opening records, to try to fi nd out who leaked the document!

In February 2000, even the Spokesman-Review admitted it had a credibility 
problem on the topic of River Park Square. At its own volition, it invited a group 
of citizens to participate in a “Credibility Roundtable,” asking them to critique 
the paper on River Park Square. These citizens told the publisher and the editors 
of the Spokesman-Review in no uncertain terms that on this issue they were not 
believable.

The Spokesman-Review’s response to this scolding was to publish one short article 
that in vague terms admitted there had been some unfortunate decisions made 
editorially. The readers of the Spokesman-Review heard nothing about the Coopers 
& Lybrand episode or any other specifi c editorial decision. The robust discussions 
of the Credibility Roundtable never made it out of the conference room. They 
became another members-only exercise so typical of Spokane, and added nothing 
to readers’ confi dence in their newspaper.

After participating in the Credibility Roundtable, I submitted an opinion article 
to the Spokesman-Review that argued: “If the Review believes it made errors in 
covering River Park Square, it should handle the examination of its own behavior 
as it would handle the examination of the actions of any other public entity. It 
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should gather up all the facts and lay them before the public.” Editor Chris Peck 
refused to print it.

It is fair to assume that citizens of Spokane were insisting on a debate over River 
Park Square when, in each local election between 1997 and 2001, they elected 
candidates who were critics of the project. The normal political response to critics 
of a public project would be a counter-offensive by sponsors. Make the critics look 
ridiculous with charts and statistics, not to mention results. But Spokane had no 
such debate. Supporters of River Park Square sneered at critics but never attempted 
to make their case to the public.

The response of the developer to criticism was to sue the complaining council 
members (and their spouses), hoping a court would make them be silent. Unless 
the First Amendment is repealed this will go nowhere. The First Amendment 
means nothing if it does not mean elected offi cials can criticize a public project 
as much as they want. In the meantime, look what it says about discussion in 
Spokane: object to a public policy here and you will have well-paid lawyers 
threatening to take away your house.

Censored reports, tight-lipped council members, blinkered newspaper, lawsuits 
against critics. There is an ethos in Spokane that rejects true public discussion. It 
is considered impolite to raise objections to other people’s projects. Disagreement 
with public policy is regarded as pointless mischief. John Webster, the chief 
editorial writer for the Spokesman-Review, advised Spokanites in 1999: “Healthy 
cities don’t bicker, they build everywhere, with a happy heart and an eye on the 
future.”

As a description of the American experience that’s nonsense. The truth is closer to 
the opposite: healthy communities always bicker. One is hard put to name an era, 
an issue or an event in American history that was not surrounded by bickering. 
(The only exception that comes to mind would be the South’s moratorium on 
discussion of slavery and segregation). In other countries the United States 
is renowned and admired for its bickering. Alexis de Tocqueville, the French 
philosopher who visited the U.S. in 1832, reported to his European readers: “No 
sooner do you set foot upon American ground than you are stunned by a kind of 
tumult; a confused clamor is heard on every side, and a thousand simultaneous 
voices demand the satisfaction of their social wants.” Tocqueville felt “this ceaseless 
agitation” was the secret of American democracy; it sharpened both policies and 
citizens.

The nation’s founders were quite conscious of what they were doing in designing 
a government with three competing branches, a bicameral legislature, independent 
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state governments, and a First Amendment that enjoined Congress from interfering 
with complainers. Arguing is how Americans conduct their business. Thomas 
Jefferson reiterated on many occasions that dissent was more important than order. 
(“Were it left to me to decide whether we should have a government without 
newspapers, or newspapers without a government, I should not hesitate to prefer 
the latter.”) James Madison’s best-known defense of the federal system, Federalist 
No. 10, argued that it was the active contention among various factions in the 
country that would keep them all free.

Dissent is not a matter of tearing down but of making sure you build strong 
enough. What happens when you do not allow criticism is what we have in 
Spokane today, the messy effort to repair weaknesses in retrospect, in courtrooms, 
at the cost of $200 per hour, per attorney.

Has Spokane learned anything about the value of dissent? We shall soon see. This 
book is dissent of the highest order. It is written by two veteran reporters, Tim 
Connor and Larry Shook, both of whom have been involved in Spokane’s civic 
life for 25 years. Connor’s reporting on the same subject last year won the national 
Society for Professional Journalists’ fi rst place award for online investigative 
reporting, one of the most prestigious commendations in the country.

So here is worthy dissent, documented, cogent, and independent. In most 
communities it would open up a debate. The newspaper would summarize it and 
demand reaction from others. Political offi ceholders would cite it, either to agree or 
disagree. But in Spokane?

William Stimson is a professor of journalism at Eastern Washington University. He 
holds a Ph.D. in history.

Copyright (c) 2001 by camasmagazine.com
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INSIDE JOB (DEC 12, 2001)
Three years ago the River Park Square developer and allies in city government 
confronted a multimillion dollar collateral shortfall. The money was found at 
city hall and carefully removed. Almost without a trace.

Recently released documents and other evidence obtained by Camas Magazine 
show that city offi cials misled members of the Spokane City Council and the public 
about a crucial problem with the city’s $22.65 million loan to rebuild the River Park 
Square mall. The problem was a shortage of collateral needed to secure the loan for 
the mall’s reconstruction.

The startling solution was that the city pledged a year’s worth ($4.5 million) of 
Spokane’s community development block grant money as collateral for the city’s 
loan to Cowles real estate companies. In other words, the city (the lender), covertly 
pledged its own collateral for its loan to Cowles companies.

This transaction was critical to getting approval to borrow funds for River Park 
Square from the federal Department of Housing and Urban Development (HUD). 
Yet, there is no evidence in city records that the city council ever voted on it, as city 
rules required. Moreover, our research shows that the public had no chance, at the 
time, to know what the city was doing.

On the contrary, the evidence shows that there was a purposeful and successful 
effort to mislead Mayor John Talbott and council member Cherie Rodgers when the 
two asked pointed questions about the collateral issue at the city council’s July 27, 
1998 meeting. It was at this meeting, a few minutes after Talbott and Rodgers had 
been given erroneous information about the solution to the collateral problem, that 
the council cast its fi nal vote on the River Park Square project. By a vote of 4 to 2 
(with Talbott and Rodgers voting against it) the council approved its contract with 
HUD that enabled the city to broker its loan to River Park Square. The documents 
sealing the terms of the deal-including the city’s hidden assistance to the Cowles 
collateral package-were all apparently fi nalized months after the vote.

What the records show happened is this. As The Wall Street Journal fi rst 
reported three years ago, city negotiators had been repeatedly frustrated in their 
negotiations with Cowles representatives as they tried to obtain suffi cient security 
for the city’s loan. Because of HUD’s requirements-which are intended ultimately 
to protect HUD and private lenders-this problem threatened to stop the River Park 
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Square project dead in its tracks. By the spring of 1998, the Cowles companies 
needed to honor leases with Nordstrom and other mall tenants. The city had 
already voted to expose itself to millions of dollars of future liability in the River 
Park Square garage transaction. Both parties were pressing hard to fi nd a way 
forward.

At the same time, city documents show that HUD offi cials in Washington, D.C. 
were very concerned. Even though the city was overdue in providing an appraisal 
of the Nordstrom store and other elements of the Cowles collateral package, all 
the negotiators understood that the collateral package was weak. For this reason, 
HUD ultimately decided it would compel the city to add a section to the city’s 
contract with the agency. This new section, innocuously entitled “special conditions 
and modifi cations,” would require the city to pump in additional money if HUD 
determined, at some future date, that there was inadequate security for the funds 
the city had borrowed from HUD (known as a “Section 108 loan”) to loan to 
Cowles real estate companies for River Park Square.

Concurrently, records show that Cowles negotiators were in agreement that in the 
event HUD made such a demand, the Cowles family would put in money, too. This 
commitment was being worked and parsed in a constantly changing document 
called the “Cowles Publishing Company Guaranty.” But what city staff didn’t tell 
the public (or Rodgers or Talbott for that matter) is that the Cowles commitment 
to pay was extremely conditional. Even in the event it could be called on, the 
document specifi ed that before the Cowleses would pay a dollar, the city would 
have to pay an amount equal to all of its annual block grant money from HUD. 
This provision was not included in the city’s main contract with HUD or in the 
city’s loan agreement with Cowles companies. It could only be discerned by an 
extremely careful reading of the contract “addendum” and the Cowles Guaranty.

There was another crucial aspect of this arrangement that the public had no hope 
of understanding at the time. HUD allowed the city’s conditional pledge of future 
assets and the Cowles guaranty to count as real value, in dollar terms, to meet the 
125% collateral-to-loan ratio required on the city’s loan to the Cowleses. Yet, unlike 
the other collateral the Cowleses had committed to the city, the Cowles guaranty 
won’t have any market value to the city in the event the Cowles real estate 
companies default on their loan payments. The guaranty will only have cash value 
in the extremely unlikely event that HUD issues a fi nding that the city’s underlying 
collateral for the 108 loan is in jeopardy, and only then after the city sacrifi ces 
a year’s worth of block grant funding. Thus, while the conditions that would 
trigger the Cowles guaranty are remote and complicated, the clear advantage for 
the Cowles family up front was to allow them to make use of a year’s worth of 
Spokane’s federal block grant funds to secure its private loan with the city. This 
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part of the deal was analogous to a bank giving a homebuyer the bank’s parking lot 
as free collateral to make sure the new homeowner could pay the bank back for the 
home loan. And with this carefully obscured provision in place, HUD approved the 
city’s Section 108 loan on January 13, 1999.

If you didn’t know what was happening behind the scenes, it was impossible to 
detect this transaction at the time. City documents show that the lead city staff 
members on the issue were assistant city attorney Stan Schwartz and community 
development director Mike Adolfae. Notes of Schwartz’s-obtained after Camas 
Magazine fi led a public records lawsuit against the city-also show that council 
member Orville Barnes worked with city staff and city consultants to address the 
collateral problem. Barnes, a stalwart proponent of the project, was also a member 
of the city’s fi nance committee, which dealt extensively with details of the River 
Park Square fi nancing.

The council’s vote on the HUD loan documents the evening of July 27, 1998 was 
preceded by presentations from Adolfae and Schwartz. Neither mentions the 
existence of the new “addendum” to the contract and why HUD required it. 
Both discuss the Cowles Guaranty document, but neither discloses what Laurel 
Siddoway, the city’s current special counsel for River Park Square matters, 
describes as the “carve out” feature of the document-the stipulation that a full 
annual allotment of Spokane’s block grant money would be spent before Cowles 
assets come into play.

The following transcript picks up at the end of Schwartz’s prepared presentation. 
Only Talbott and councilwoman Rodgers had questions, and Rodgers began 
by asking about the as-yet-unprepared appraisal of the Nordstrom store, the 
centerpiece of the Cowles collateral package.

Stan Schwartz: “And fi nally, furnish at the discretion of HUD such other security as 
may be deemed appropriate by HUD. That is what we have been doing. We have 
been working with HUD, showing them the security arrangement, showing them 
the security interests and trying to value the security interests so that they can feel 
comfortable with the 125 percent loan-to-value ratio. That’s it. Unless you have 
questions.”

Councilwoman Cherie Rodgers: “Stan, based on that formula, what is the appraisal 
of the Nordstrom building that has to come back?”

Stan Schwartz: “The Nordstrom building with the lease attached to it, is going 
to be appraised. Along with that, the city is going to appraise the present value 
of the revenue streams, and there are two of them, which come fi rst from the 
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parking garage ground rent, the second from the guaranty, the Citizens [Realty Co.] 
guaranty, for the connection fee agreement, whichever is in place at the time. That 
will be valued for present value purposes so that you could bring it back essentially 
to today and have a value. From that we will determine whether or not we meet 
the 125 percent amount that HUD is seeking. If we don’t, then that’s where the 
[Cowles Publishing] guaranty steps up and our community development dollars 
step up in order to put the whole package together. And that’s the purpose of the 
Cowles Publishing Guaranty that you saw last March.”

Cherie Rodgers: “But let’s say the Nordstrom building does not come back, that the 
appraisal is not up there where it should be...”

Councilman Orville Barnes: “It’s not what?”

Cherie Rodgers: “Let’s just say that because we don’t own the land under the 
building, so you’re just looking at appraising the building.”

Stan Schwartz: “Right.”

Cherie Rodgers: “Then who makes up the difference?”

Orville Barnes: “Exactly what he said is that the Cowles Publishing Company 
makes up the difference.”

Cherie Rodgers: “Well, where are we with the appraisal of the Nordstrom building, 
though?”

Stan Schwartz: “Well, the importance of the appraisal is to value the revenue 
stream coming off that building. That’s important, to make sure it is a real revenue 
stream. It is a real revenue stream, to value that revenue stream. But as Mr. Barnes 
was pointing out, the guaranty is going to fi ll the gap. So, let’s assume, let’s assume 
you’re loaning a dollar, and you fi nd out that you needed a dollar twenty-fi ve, but 
you’ve only got a dollar fi fteen. Well, then that extra ten cents is going to be fi lled 
by the guaranty from the publishing company. That’s how it’s designed to work.”

Cherie Rodgers: “And HUD’s satisfi ed with the guaranty?”

Stan Schwartz: “Thus far HUD is satisfi ed with the substance of the documents. 
I spoke with Mr. Paul Webster this morning, who is the designated person, and I 
think that everything is in order. There’s certainly a little bit of tweaking that we 
need to work on to make sure the documents are consistent and that we are truly 
saying what we mean to say. But, substantively, why, I’ve not heard any objections 
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from HUD at this point with respect to the fi nancial portion of the transaction.”

Before Schwartz left the podium, Talbott repeated concerns he’d been raising in the 
months leading up to this vote. He then voiced his displeasure to Schwartz about 
having just been given the documents that the council was about to vote on. He 
was especially alarmed because Schwartz had just informed him that the crucial 
appraisal of the Nordstrom building collateral was not underway yet.

“You’re here to ask us to approve it [the loan contract with HUD],” Talbott said to 
Schwartz. “We ought to be prepared tonight with evidence so that we could vote in 
favor of this and not put the council out on a limb. I think we’re being asked to vote 
on things when we don’t have all the answers.”

“I think I can allay some fears, though,” Schwartz said, and he reiterated his 
erroneous explanation of the Cowles guaranty.

Stan Schwartz: “What we’re talking about now is valuing the Nordstrom building. 
We need it valued so we understand the extent of the guaranty. Because if the 
building fi nally comes back at-again using my dollar example-at 20 bucks and the 
other collateral is worth another twenty bucks, then this guaranty is going to plug 
one large hole of sixty dollars. Now, I don’t think anybody anticipates that, but that 
is the fl exibility built into the guaranty at this point. So I think with the documents 
in front of you, um, we’ve essentially, we’ve certainly tried to meet that issue. And 
now as I’ve said, the contract with the appraisal fi rm is going to be executed.”

The way Schwartz and Barnes explained the Cowles guaranty was reassuring. But 
their explanations were untrue.

Schwartz left the city in 1999 and went to work for Witherspoon, Kelley, the same 
fi rm that represents Cowles business interests. After viewing the July 27, 1998 
tape, I faxed him a transcript of his exchange with Rodgers, then called him and 
requested an on-the-record interview. He declined.

Among the documents Camas Magazine obtained earlier this year from the city are 
working drafts of the Cowles guaranty and sets of notes by Schwartz that indicate 
he had a clear understanding of how limited the Cowles guaranty was and how 
vulnerable, by comparison, were city block grant funds. One set of notes from 
Schwartz is dated just 11 days before the July 27, 1998 council meeting and includes 
thorough notes on the arrangement.

Under the Cowles guaranty, in Schwartz’s notes of July 16, 1998, is the following 
entry:
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“-purpose 1) fi lls collateral shortfall, 2) funds shortfall by placing money in reserve, 
3) money used in default.

“W/Guaranty-after all collateral is valued, add CDBG for year then add guaranty.”

The last sentence of his note accurately places a year’s worth of “CDBG” money-
Spokane’s federal community development block grant funds, or $4.5 million-as 
the buffer between the collateral shortfall and the assets promised in the Cowles 
guaranty. This is literally the condition stipulated in the Cowles Publishing 
Company Guaranty.

I also sent Siddoway the same transcript and asked if Schwartz”s description of the 
Cowles guaranty was accurate.

“I think it could have been confusing,” she replied. “...I think a listener at that 
meeting might have come away with the impression that the Cowles guaranty 
operated under all circumstances in which collateral was insuffi cient.”

I asked Siddoway about the forecast she presented to Spokane County Superior 
Court Judge Tari Eitzen last summer, indicating that the loan repayments from 
pledged Cowles revenue sources will be nearly $1 million short sometime between 
2004 and 2007. Would the Cowles guaranty cover that shortfall and protect the 
block grant money? I asked.

“No,” Siddoway replied, “the only thing that’s going to save community 
development block grant money is to try to handle the foreclosure and the default 
issues as carefully as possible, and try to maximize the other collateral that’s there, 
including the Nordstrom building.”

Of course, in the grim default situation being forecast by the city, every dollar of 
collateral that the city can liquidate in the Cowles loan collateral package is a dollar 
that doesn’t have to come out of its block grant money. But that is one of the key 
limitations of the Cowles guaranty that the council and the public were not told 
about. Its value as collateral is good only under the most extreme conditions of a 
default. It can’t be liquidated-made real-unless a year’s worth of block grant money 
has already been wiped out. And yet, it was used as “real” security to factor into 
the collateral-to-loan coverage that HUD required in order for Spokane to move 
ahead with the federally guaranteed loan for River Park Square.

That the city put at risk millions of dollars in future federal funds designated to 
help Spokane’s neediest in order to help the Cowleses with their collateral for an 
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upscale mall is remarkable by itself. But even more remarkable is how thoroughly 
the city hid the decision from the public and critics of the project on the city 
council.

This issue became a question for Camas Magazine as we reviewed city records that 
have only recently been provided us as part of the discovery in the magazine’s 
ongoing public records lawsuit against the city. An indication about what 
happened sometime in 1998 or early 1999 came to us originally in a tape recorded 
March 1, 2000 interview with community development director Mike Adolfae.

In this interview, Adolfae’s description of the River Park Square loan and the 
collateral for it is much different than the descriptions he and Schwartz provided 
publicly at the fateful July 27, 1998 council meeting. Indeed, in this and other 
interviews with the magazine, Adolfae expressed his frustration that the Cowles 
negotiators were fi rmly unwilling to provide an “unconditional, irrevocable letter 
of credit” (which HUD guidelines recommend) to secure its loan from the city. In 
the March 1, 2000 interview he fi rst explained a basic tenet of the HUD 108 loan 
program, which is that in the loan between HUD and the city, the city pledged its 
future block grant money as collateral.

At least this much appears to have been clearly understood by the council and 
other observers back in 1998. But then Adolfae, in the March 1, 2000 interview 
made the following observation: “In this case, if you look at the collateral 
agreement, the city also, the city council also, in order to close that 1.20 gap in the 
collateral-to-loan ratio, they committed one year of CDBG money to close that 
gap.”

The decision that Adolfae described is simply absent from several city public 
documents that purport to describe the River Park Square loan and the security 
issues associated with it. There is at least one exception, however, and that is a 
February 7, 2000 memo co-signed by then-acting city manager Pete Fortin, Adolfae 
and then-city attorney James Sloane. The memo was provided to us by two current 
members of the city council who thought it was a public document. Although it is 
missing the typical “Confi dential” stamp that marks privileged correspondence 
from the city attorney’s offi ce, this document has been offi cially withheld from us 
by the city since July 2000. Siddoway asserts it contains attorney/client privileged 
information.

In any event, the four-page document corroborates what Adolfae said in the 
interview. It reports on how the Cowles collateral package was eventually 
appraised, then, in the very last paragraph, it rather casually concludes: 
“Considering the HUD required CDBG pledge (assuming one year of grant 
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proceeds) as well as the Cowles Publishing Corporate Guaranty to be reached in 
the event of a default, the collateral value is equal to 120% of the loan.”

There was only one problem. Nowhere in the records we reviewed was there 
any citation that the city council ever agreed to do what Adolfae had said in the 
interview and what he, Fortin and Sloane had put in their February 7, 2000 memo. 
A fi nal corroboration of this omission of public process arrived at the home of our 
attorney on the evening of November 30, 2001. It was an overdue stack of papers 
containing, among other things, a list of all the city’s River Park Square decision-
making documents. It confi rmed that we had not overlooked anything in our 
research: there simply is no record that the city’s assignment of $4.5 million in block 
grant monies to help the Cowleses fi nance River Park Square was legally approved 
by the city council.

The following Monday, December 3, I faxed a letter to city attorney Mike Connelly 
and copied it to the mayor and the city council. The letter observed that under 
city rules that existed at the time, the decision to pledge $4.5 million into the 
Cowles collateral package could not have been made legally by then-city manager 
Bill Pupo. It had to have been made by the council, because in replacing Cowles 
collateral in the package with city block grant money, the city had greatly increased 
its risks in the event of a future default on the loan.

The council clearly stated in a March 30, 1998 resolution that only the council could 
make such decisions. My question was, “When and how did the council make that 
decision?”

After the December 3, 2001 council meeting, I approached Connelly and asked 
him about the mystery. I reiterated why I thought the decision document should 
be on fi le with the clerk’s offi ce, when Connelly said, “I don’t think you’re going 
to fi nd it in the clerk’s offi ce.” He then told me I should take the matter up with 
Laurel Siddoway, to whom he had referred the question. Siddoway was also at 
the meeting that night. When I asked her the $4.5 million question, she offered 
a bemused smile and replied that she had also wondered about this as she had 
researched the city’s involvement in the 108 loan.

In my letter to Connelly I had surmised that the council could have only made such 
a decision after the appraisal referred to in Fortin’s memo. Only after receiving an 
appraisal on the Nordstrom building and the other collateral the Cowleses had 
pledged for the loan could the city, HUD and Cowles representatives really know 
what they would have to do to fi ll in any missing collateral necessary to satisfy 
HUD.
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Siddoway, however, said she thought something different might have occurred. 
She said she had spoken earlier in the day with Adolfae, and based on that 
conversation, she said she thought that at least part of the answer might lie in the 
record of the July 27, 1998 city council meeting, when the council voted to approve 
its contract for the loan with HUD. This was perplexing because that meeting took 
place three months before the appraisal was completed.

But there was a simple reason that the July 27, 1998 council session was the only 
time the $4.5 million commitment could have been legally approved: there were no 
other council votes on the River Park Square project after that date. By 9 p.m. that 
evening, the $22.65 million loan to the Cowles shopping mall was a done deal. The 
loan contract with HUD was combined into one document and fi nally signed by 
HUD on January 13, 1999. The Cowles guaranty was eventually signed by Cowles 
Publishing Company treasurer M.K. Nielsen, and though it is undated, someone 
has fi lled in the January 13th date in reference to the loan contract.

Siddoway provided me with the videotape of the July 27, 1998 meeting and gave 
me access to all the River Park Square decision-making documents on fi le at her 
offi ce. I interviewed her again on December 8th and repeated the question I had 
included in my letter to Connelly. How and when did the city make this decision?

She replied that she had not specifi cally researched the issue and could not, 
therefore, give me a defi nitive answer.

“I can’t say I’ve looked at everything,” she said, “[but] it appears at some point the 
Cowles guaranty was revised, so that prior to the Cowles guaranty kicking in, the 
city would have to fi rst put up an amount equal to the lesser of $4.5 million, or a 
year’s worth of CDBG money.”

Councilwoman Cherie Rodgers, when interviewed for this article, was clearly 
stunned to learn what had happened. She insists she attended every council 
meeting and briefi ng session that the city council convened on the HUD 108 loan to 
River Park Square. She says she was never shown a copy of the Cowles Publishing 
Company Guaranty and that she was unaware that through this transaction the 
city had put up a year of its block grant money for the Cowles collateral package.

“I have no recollection of it,” she told me. “Nothing. Not a word. If they discussed 
it, it was not in front of me or John Talbott.”

On Friday January 8, 1999, The Wall Street Journal ran a front page story 
highlighting the questions about the fi nancing for the River Park Square project in 
Spokane. The paper had obtained a confi dential November 20, 1997 memo from 
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Schwartz and Sloane expressing the city staff’s frustration and concern about the 
weaknesses in the Cowles collateral package. The Journal thus provided its readers 
with important information about the River Park Square transaction that Cowles 
media in Spokane had not. (Even though, as Camas Magazine has reported, the 
Cowles newspaper had the very same memo that the Journal based its story on). 
The day the Journal article appeared is the same day that Spokane city manager Bill 
Pupo signed and sent to HUD the fi nal version of the contract that the council had 
approved on July 27, 1998.

Four months before this crucial council meeting, John Talbott was accused of 
“civic terrorism” in a Sunday column by Spokesman-Review editor Chris Peck. 
Peck ridiculed the mayor for his lack of leadership and specifi cally for Talbott’s 
persistent questioning of the risks Spokane was taking with the loan to River Park 
Square.

Not long before Peck’s column, Talbott had set forth his views in a lengthy memo 
to city staff and fellow council members. He had traveled to Washington, D.C. 
where he visited with a top HUD offi cial about the Spokane 108 loan for River Park 
Square. The offi cial, Talbott reported, had given the mayor a caution that other 
HUD offi cials were at the same time providing city staff-that the city needed to 
take care of itself when it came to securing repayment of its loan to the Cowles real 
estate companies. On its end, Talbott stressed in his memo, HUD was going to take 
all appropriate steps to make sure the agency’s risks were handled.

“Whether the source of those funds [for repayment] is the project, the developer, 
the City, or the various entities currently relying on Community Development 
Block Grant funds is irrelevant to HUD,” Talbott reported in his March 3, 1998 
memo. “It cannot be irrelevant, however to us who have a solemn responsibility 
to act in the community’s best interest. We must conduct our own due diligence to 
ensure that any risks undertaken by the city are clearly understood by all parties.”

Talbott now says he had no idea during his watch that the city pledged a year of its 
block grant money to solve the collateral problem.

When, in early December 2001, he learned about what happened, his voice rose 
with anger. He said he felt that the under-the-table assistance with the Cowles 
collateral was but one of “many things going on that were just plain illegal. 
That we were NOT being kept informed, that we were not being involved in the 
discussion or the decision-making process.”

A few days later when I called to further check his recollection, he was still 
indignant.
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“I was suspicious at the time,” he concluded. “But I guess I wasn’t suspicious 
enough.”

THE END

Copyright (c) 2001 by camasmagazine.com
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OPEN LETTER TO THE S-R OMBUDSMAN (JAN 8, 2002)
If the Cowles family is serious about not using its newspaper as a political 
weapon, it’s time for them to prove it. They owe former mayor John Talbott an 
apology.

January 7, 2002

From: Tim Connor, Senior Editor, Camas Magazine
To: Doug Floyd, Ombudsman, The Spokesman-Review

Dear Mr. Floyd:

For some time now I’ve held the view that an important feature of the River 
Park Square controversy is that it presents all involved with an important test of 
character. For better or worse, I think the controversy defi nes the people who come 
in contact with it in a meaningful way. And I think this is as true of Spokane’s 
journalists as it is true of our mayors, lawyers, and career public servants.

Under the circumstances, I think it is inescapably true of the new ombudsman 
for the Spokesman-Review. You’ve had a long career as a reporter and columnist 
for Cowles Publishing Company. And now you’ve been chosen to help your 
newspaper try to regain credibility it has lost with readers because the paper 
has done a poor job of reporting, fairly and fully, on the business practices of the 
paper’s owners at River Park Square. There’s no question you have a meaningful 
role to play. I think it inevitable that how you handle it will defi ne both your 
reputation as a journalist and the newspaper as an institution in our community.

When the newspaper announced your appointment on November 15th of last year 
it clearly linked the decision to the Associated Press Managing Editors Credibility 
Roundtable the newspaper convened last year. As you know, the roundtable 
looked specifi cally at how the newspaper has been handling the River Park Square 
issue. Yet, since your appointment, you’ve yet to address River Park Square in a 
substantive way.

Let me respectfully assert that your position as ombudsman cannot symbolize the 
newspaper’s new commitment to restoring its credibility unless you are willing 
to deal earnestly and swiftly with the subject that caused the credibility crisis. Not 
dealing with it will only further erode the newspaper’s credibility. And while it 
isn’t my main purpose to rush you, I would note that maybe someone other than 
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the ombudsman could have dealt with that part of Sunday’s column (devoted 
to the importance of mundane reportage) concerning John Webster’s method of 
scheduling columns by Leonard Pitts and other national columnists.

My main purpose with this letter is to respectfully challenge you, squarely, to 
use your position and your advertised independence to address what I believe 
were the most fl agrant acts of unfairness committed by the Spokesman-Review 
in covering the River Park Square issue. While these acts occurred in January and 
March of 1998 they are timely now for reasons I’ll list below. I’m going to report 
what these acts were. I am also going to assert that based on publicly unrefuted 
facts these acts remain so egregious as to warrant an apology from you on behalf 
of the newspaper. If you decide not to issue the apology, then I expect you will 
provide me a written and public explanation as to why you think an apology is not 
warranted.

The acts I refer to were committed under Chris Peck’s byline on January 18, 1998 
and March 29, 1998 in Sunday columns, the fi rst entitled “Fear Shouldn’t Shape 
Future of Spokane,” the second, “Mayor’s Duties Do Not Include Blowing Smoke.” 
I submit that in both columns Mr. Peck engaged in character assassination of John 
Talbott, then the city’s mayor, in referring to Talbott as a “civic terrorist” and then 
accusing Talbott of acts of “civic terrorism.”

This is how Peck addressed Mayor Talbott, his actions and motives in the January 
18, 1998 column:

“Having a vision, thinking what Spokane can be, is essential for the good citizens 
and their leaders right now. Tremendous opportunities are before us. But I also 
have lived here long enough to know the fear that resides in Spokane. It is the fear 
of taking a chance. It is a fear borne from too much poverty, too little education, 
and a suspicion that somebody else is doing better. Politicians and opportunists 
play on this fear. One civic terrorist or obstructionist can stop the work of many. So, 
I was saddened to see John Talbott, the newly elected mayor, play into the hands 
of those who are fearful. Talbott is a creature of the fear that holds Spokane back. 
He played on that fear to get elected. In his fi rst national appearance as mayor, he 
will be acting on behalf of those who feed that fear when he travels to Washington 
D.C. this week to try to kill the federal fi nancing plan that will ensure downtown 
redevelopment. He fears Spokane cannot afford to repay the loan. He fears the 
wrong thing.”

The pertinent part of Peck’s March 29, 1998 column, entitled “Mayor’s Duties Do 
Not Include Blowing Smoke” was:
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“This isn’t leadership. This is civic terrorism. At this critical time Talbott again went 
against the wishes of the majority of the City Council and sent a letter to HUD a 
few days ago opposing the HUD loan to Spokane, a loan that has been given under 
a program used by hundreds of other cities to redevelop their downtowns without 
a single default. The mayor urged HUD not to lend to Spokane because, ‘this 
project could absorb at least the next fi ve years of our community development 
block grant funds pledged to it.’ The mayor is blowing smoke.”

First, the rhetoric in these columns is as malicious as the reasoning is unfair. I 
read almost weekly from John Webster and the S-R’s other columnists about how 
publicly harmful, juvenile, and absurdly personal the public squabbles over River 
Park Square have become. Yet, no one in town (or the region for that matter) has 
a voice so well traveled as your Sunday newspaper. On the above occasions the 
newspaper gave itself license to describe someone as a terrorist for holding fears 
and concerns that were contrary to the business interests of the family that owns 
the newspaper.

Second, the reporting in these columns contained signifi cant errors and was 
purposely distorted to damage Talbott personally and politically. For example, 
in his March 29th column, Peck reports that the River Park Square garage will 
be “built from the HUD loan.” That’s just fl at wrong. The garage was fi nanced 
entirely by bonds sold by the Spokane Downtown Foundation. As for the view 
that other facts in this column were distorted to make Talbott look bad, that’s not 
just my view, that’s the on-the-record view of Mike Adolfae, the city’s community 
development director. It was Adolfae who Peck cited as the sole source for the 
fi nancial projections he offered in the March 29, 1998 column. Indeed, when I asked 
Adolfae about Peck’s column he told me he disagreed with Peck’s accusation that 
Talbott was “blowing smoke” and told me, instead, that the mayor “had certainly 
raised some legitimate issues.”

Thirdly, information existed at the time to persuade any objective observer that 
Talbott’s concerns were well-founded. As both The Wall Street Journal and Camas 
Magazine have reported, a strong basis for Talbott’s concern is in plain black and 
white in the text of a November 20, 1997 memo confi dentially delivered to the city 
council by lawyers for the city.

Peck was consumed with the basis for the mayor’s fear. So, why was Talbott so 
afraid that Spokane might not be able to repay the loan? The answer is in that letter 
and in subsequent notes and documents obtained by Camas Magazine as part of 
our public records lawsuit against the city. The answer is that Talbott’s fears can be 
readily attributed to the fact that the family that publishes the Spokesman-Review 
was unwilling to put up the “unconditional, irrevocable letter of credit” that HUD 
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guidelines recommend for the pass-through loan between the federal loan recipient 
(in this case the City of Spokane) and the private developer (in this case, two 
wholly owned subsidiaries of Cowles Publishing Company).

As my colleague Larry Shook fi rst reported (and Tom Grant has subsequently 
reported) the Spokesman-Review was given a copy of the 11/20/97 memo but 
has never actually reported on it. The only conceivable reason not to report on it is 
that it would be embarrassing to the newspaper’s publisher. In this instance, the 
evidence shows conclusively that Talbott wasn’t “blowing smoke.” His concerns 
were legitimate and perfectly reasonable. For the Spokesman-Review to protect the 
Cowles family while holding Talbott up as an example of “civic terrorism” is, in my 
view, a disgrace for any newspaper, let alone one that purports to pride itself on 
being nationally recognized for advancing the cause of civic journalism.

Finally, as events have unfolded, they have vindicated Talbott on this point. The 
city on two occasions last year publicly presented its projections showing that the 
city’s loan to the Cowles subsidiaries for River Park Square is failing. Even if the 
garage impasse is resolved and the city agrees to begin paying over its parking 
meter money, the loan repayments will be in arrears by about $ 1 million dollars 
in 2007. That’s the city’s forecast. It’s not mine, and it’s not the former mayor’s. As 
it stands, the only source available to cover this shortfall is precisely the source of 
funding Talbott was concerned about at the time, the city’s block grant money from 
HUD.

In retrospect, Mr. Floyd, what Talbott was doing is something the 1997 city council 
repeatedly referred to as “due diligence.” The public record is now very clear that 
he and other city offi cials were being told by HUD offi cials that the city needed 
to take care of itself in getting adequate security for the pass-through loan to the 
Cowles subsidiaries. He knew from confi dential briefi ngs with city negotiators 
that this was a problem. And, yet, when he raised it, the newspaper’s top editor 
savaged him. The Spokesman-Review didn’t just criticize him or challenge him on 
the facts. It personally savaged his motives and his integrity.

That’s the main reason you owe him an apology.

But there is a second reason. The newspaper editorializes regularly on how 
important it is for people in public life in Spokane to move away from divisiveness 
and engage others in a civil and constructive fashion, especially when they 
disagree. You will have no moral basis for requesting such behavior of your readers 
and the people elected to serve them until you address this deep stain on the 
Spokesman-Review. If you don’t address it, you’ll never deserve the credibility and 
the relationship that you and others want to have with the Spokane community, 
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including that part that often disagrees with the political and civic agenda of your 
publishers.

You need to say publicly to John Talbott that you’re sorry, and hope that with such 
an apology you can signal that you are genuinely committed to improving the 
relationship with your readers. I don’t think your apologies should end there, but I 
can’t think of a better place to start.

I look forward to hearing from you.

Sincere regards,

Tim Connor

P.S. In the meantime, I think you’ll agree that it is important to improve the 
accuracy of the paper’s continuing reporting on River Park Square.

In his 12/29/01 article on the public development authority that operates the 
garage, Jim Camden reported the following:

“The development authority is the offi cial manager for the downtown garage 
that is currently running large defi cits. Its revenues barely cover the bonds sold to 
purchase the facility. Rent, operations and maintenance bills are piling up to the 
mall’s developer, River Park Square LLC, and legal fees are draining revenues so 
fast that even the bond payments are in jeopardy.”

According to my numbers (obtained from Lehman Brothers, the PDA and River 
Park Square), it is incorrect to report that the authority’s “revenues barely cover 
the bonds sold to purchase the facility.” The reality is that when you adjust the 
monthly costs to account for the semi-annual payments, it now requires monthly 
revenues of $190,449.17 to cover both the interest and principal payments on the 
bonds. Yet, garage revenues net of sales tax for October and November of this year 
were $135,618 and $173,691 respectively-well short of covering bond payments. 
This helps explain why the bonds are now rated by Standard & Poors as “D” for 
default, something the Spokesman-Review itself reported last August.

While the PDA cannot make good on bond payments, it’s likely that the Spokane 
Downtown Foundation can cover these payments in the short-term, because there 
is an approximate $3 million debt reserve fund that the Foundation created with 
proceeds from the 1998 bond sale that, at least in the short term, can be drawn 
upon to make the scheduled principal and interest payments.
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The Ombudsman Responds

January 8, 2002

Thanks for your message and thanks for the candor with which you raised several 
points. Rather than respond to all of them I’ll describe as briefl y as I can my 
sense of the job I’ve been assigned to do and the philosophy with which I intend 
to approach it. First, however, I would like to answer a couple of your concerns 
directly.

First, the obvious one: I am well aware that the parking garage issue continues to 
be a sensitive one for us, and I intend to deal with it when the right opportunity 
presents itself. Second, regarding the “civic terrorism” comment. Chris’s remarks 
may well have been intemperate, but it happened four years ago. If I’d just been 
hired to cover college football starting Dec. 1, I wouldn’t be writing about the 1998 
Rose Bowl now.

Regarding the job of the ombudsman, many issues pose credibility challenges 
for The Spokesman-Review. That’s true of just about any newspaper these days. 
At this point I feel obliged to listen to the voice of the readers in deciding what’s 
most important to them - and in all honesty the few people who have mentioned 
River Park Square have done so in only the broadest of terms. Your e-mail 
comments about Jim Camden’s recent story is the fi rst specifi c RPS issue anyone 
has submitted to me since the job was announced in November. (And in that case 
it strikes me as a little premature to declare an inaccuracy on the basis of what at 
this point would be a projection.) Still, when an incident comes along that raises 
legitimate current issues regarding S-R coverage of the story (and I presume it 
will), I will comment.

-Doug Floyd (1/8/02)
Ombudsman, The Spokesman-Review
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INQUIRIES (FEB 9, 2002)
Camas Magazine to Begin Sharing Public Documents

On January 25, 2000, before Camas Magazine had a name or a home page on the 
World Wide Web, senior editor Tim Connor fi led a public records request with the 
Washington State Department of Revenue. It was the fi rst of his formal attempts 
to begin reconstructing the paper trail of the tangled beginnings of the River Park 
Square public/private partnership.

Two days later, Connor fi led a second public records request, this one to Spokane 
city clerk Terri Pfi ster.

The difference in how the two entities responded was remarkable.

Within a week the Department of Revenue provided dozens of documents.

The city’s response, in contrast, was neither timely nor organized. At fi rst the 
request was assigned to an assistant city manager, then to the city attorney’s offi ce. 
Two and a half months later Connor was invited by then-city attorney Jim Sloane 
to come to city hall. Sloane and others had put together a modest collection of fi les 
in response to the January 27 request.

A telling moment occurred on the morning of April 17, 2000 as Connor stepped 
off the elevator on the fi fth fl oor. Standing near Sloane in the reception area was 
assistant city manager Dave Mandyke. Connor had been leaving various phone 
and e-mail messages for Mandyke in pursuit of a particular document. Mandyke 
apologized for not returning the calls and then volunteered that he knew where the 
missing document might be.

The city attorney then chimed in. Clearly hoping that Mandyke would agree, 
Sloane remarked that the document the reporter was looking for could be found 
in “Pete’s fi les’’-a reference to former deputy city manager Pete Fortin, whose fi les 
were among those Sloane had helped assemble for review.

“No,” Mandyke insisted. He then explained that if the document existed, it would 
be in a collection of fi les Mandyke was keeping in an offi ce on the fourth fl oor. The 
city attorney looked suddenly stricken. Connor then asked Mandyke if he would 
show him these documents. Without hesitating, Mandyke asked Connor to follow 
him down a fl ight of stairs to a vacant offi ce on the south side of the building. On a 
desk was large black binder fi lled with documents Mandyke had been keeping on 
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the River Park Square garage. (Mandyke had been assigned to work on the project 
fi ve years earlier.)

Mandyke couldn’t fi nd the paper he was looking for, but Connor asked if he 
could take the binder back up the Fifth fl oor and review it along with the other 
documents waiting for him.

“Sure,” Mandyke said.

It was in this black binder that Connor found the information that helped him 
unlock the secret of the “Secret Deal” series that began running at Camas Magazine 
in June 2000. Among other papers Mandyke kept in his black binder was a 
December 14, 1999 e-mail from former city manager Terry Novak to the board 
of the public corporation (PDA) nominally in charge of operating the River Park 
Square garage. Addressing board members Roberta Greene and Orville Barnes-
city council members who served on the council’s fi nance committee during the 
key period of River Park Square negotiations-Novak reminded them that the city 
had quietly agreed to vastly overvalue the garage in order to provide Betsy Cowles 
and her real estate companies a subsidy worth several millions of dollars. He then 
explained that the hidden subsidy was essentially going to kill the PDA unless the 
deal was renegotiated.

Needless to say, the contents of Dave Mandyke’s black book were not among the 
documents the city had taken over two months to assemble for Connor’s review. 
It was only by a fl uke of timing that Connor gained access to them. But what 
was not yet apparent was the number of other documents being shielded from 
public scrutiny. As it turned out, the city was actually withholding more than 200 
documents and had failed to even identify dozens of others that were important to 
understanding the city’s involvement in River Park Square.

After repeated and unsuccessful efforts to get the city to identify those documents 
and stipulate (as Washington law requires) the reasons they were being withheld, 
the magazine fi nally consulted Spokane’s Center for Justice, which offers pro bono 
legal services. On June 22, 2001 Connor and Camas Magazine (aka Rhubarb Sky 
LLC) fi led a lengthy lawsuit against the city alleging violations of the state’s public 
records law.

On July 11, 2001 when the Camas case came up for assignment before Spokane 
County Superior Court Judge Neal Rielly, city special counsel Laurel Siddoway 
announced the city would remove 127 documents from its list of “confi dential” 
documents. That left 111 documents that the city is still withholding, citing “work 
product” or “attorney/client privilege” protections.
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As Camas Magazine begins its third year of reporting on the River Park Square 
controversy, the contents of these 111 documents is a major focus. There are 
stunning gaps in the city’s paper trail. One of them is the fact that despite the city 
council fi nance committee’s intense involvement in River Park Square negotiations, 
there are almost no public records recording these activities for a period of four 
years (1995-1999). In one pivotal year, 1997, the fi nance committee simply stopped 
keeping minutes of its deliberations. In the other three years, there is only one brief 
mention of a discussion about River Park Square, and this is literally confi ned to 
three short paragraphs of notes of one meeting.

Many gaps remain and Camas is seeking answers both through continuing 
litigation with the city and reporting assignments. Not all investigative reporting 
can be done effectively out in the open, especially on stories like this one where 
numerous sources are simply afraid to talk on the record, usually out of fear of 
losing their jobs. But most information can be shared publicly. And so Camas is 
launching a new section to provide readers (at least, those who care to dig into 
such things) source documents and publishable inquiries.

This new feature begins with the following records:

1) CAMAS ATTORNEY’S BRIEF, 2/5/02

Summary of documents lawsuit and arguments for releasing documents

Attorney David Blair-Loy’s February 5, 2002 brief in support of Camas Magazine’s 
efforts to obtain access to the 111 RPS-related documents that the city is still 
withholding. Although the efforts to obtain these documents are part of the 
broader public records lawsuit brought by the magazine against the city, this part 
of the case was accelerated when Steve Eugster, acting privately through Spokane 
Research and Defense Fund (SRDF), requested Superior Court Judge James M. 
Murphy to review the documents at issue. Blair-Loy represents the magazine on 
behalf of the Center for Justice. His memo contains a history and summary of the 
magazine’s broader public records lawsuit, a description of recent revelations 
found in an ongoing review of available city records, and arguments in support of 
the release of the withheld fi les.

2) SPECIAL COUNSEL’S BRIEF, 1/22/02

Filed in response to Eugster’s SRDF lawsuit

City of Spokane Special Counsel Laurel Siddoway’s brief fi led with Spokane 
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Superior Judge James M. Murphy on January 22, 2002 explaining, among other 
things, why the release of more than 100 River Park Square “confi dential” 
documents would “uniquely burden and disadvantage the City.”

3) CITY ATTORNEY’S DECLARATION, 1/22/02

Regarding Milt Rowland’s handling of documents

Spokane Assistant City Attorney Milt Rowland’s declaration submitted January 22, 
2002 describing his supervision of a confi dential documents collection at issue in 
the Camas Magazine public records litigation against the city.

4) REPORTER’S INQUIRY, 2/2/02

“Inside Job” follow-up: HUD’s decision-making

A February 2, 2002 letter from Senior Editor Tim Connor to Paul Webster, an offi cial 
with the federal Department of Housing & Urban Development. As reported in 
“Inside Job,” Webster is the senior HUD offi cial who was primarily responsible 
for evaluating the fi nancial viability of the HUD Section 108 loan for River Park 
Square and the pass-through loan from the City of Spokane to Cowles real estate 
companies. The letter requests from Webster documentation of the key decisions he 
and other HUD offi cials made to determine whether the city’s loan to River Park 
Square was adequately secured.

5) REPORTER’S INQUIRY, 12/2/01

Where is city’s documentation pledging $4.5 million additional funds to Cowles?

A December 3, 2001 letter that Connor sent to Spokane city attorney Mike Connelly 
requesting that the city provide an explanation/documentation for its decision 
to pledge up to $4.5 million in future federal block grant funds to assist Cowles 
family real estate companies with collateral for the city’s $22.65 million loan for 
River Park Square. The letter, which as of early February 2002 has not yet received 
a formal response from Connelly, was sent in preparation for the “Inside Job” 
article posted on December 13, 2001. Attached to this letter is a February 7, 2000 
letter to the council from then acting-City Manager Pete Fortin, City Attorney 
Jim Sloane and community development director Mike Adolfae, which discloses 
the $4.5 million pledge (click here to download). The February 7, 2000 letter was 
inadvertently provided to Connor by the city, which still offi cially regards the letter 
as confi dential, attorney-client information.

Copyright (c) 2002 by camasmagazine.com
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THROWING THE GAME? — PART 1 (FEB 10, 2002)
Hard questions about the mayor’s RPS strategy

Steve Corker’s Fears

Did campaign contributions affectthe mayor’s judgment?

City Councilman Steve Corker says he’s worried that, for personal and political 
reasons, Mayor John Powers and Laurel Siddoway, the mayor’s special counsel 
for River Park Square, may be sabotaging the city’s high-stakes legal battle over 
the troubled downtown shopping mall. Corker, who until recently supported the 
mayor’s RPS mediation efforts, bases his concerns on several factors.

To begin with, Corker has long been skeptical of the approach Powers and 
Siddoway are taking to River Park Square securities fraud litigation. Corker was 
part of the political revolution that brought candidates to offi ce-former Mayor John 
Talbott, Steve Eugster and Cherie Rodgers being the others-who wanted a full and 
open accounting of all aspects of the RPS public/private partnership between the 
City of Spokane and the Cowles family. Corker much preferred Talbott’s strategy to 
Powers’s.

Talbott and his special RPS counsel, O. Yale Lewis of Seattle, brought a civil 
conspiracy suit against Cowles family real estate companies and other defendants 
to be named in the course of discovery. By illuminating how Betsy Cowles and 
public offi cials developed the Cowles-owned River Park Square behind a thicket 
of confi dentiality agreements and in closed-door meetings, the trial was likely 
to expose the tight workings of power in Spokane as perhaps no other event in 
the city’s history ever had. Talbott and Lewis sought to prove that the Cowleses 
violated the law, and city offi cials acted ultra vires -outside the scope of their legal 
authority-in going along with them.

Had the Talbott/Lewis litigation failed, charges of nefarious dealings would have 
been laid to rest; Betsy Cowles and her associates would have been vindicated; 
Spokane would have had to keep the deal Cowles has insisted on all along. But had 
civil conspiracy been proven, a far different allocation of responsibility and costs 
would have resulted than will likely come about from any other course of action.

The Cowles-owned Spokesman-Review steadfastly refused to dig into the River 
Park Square story. The paper maintained a drumbeat of editorials against Talbott, 
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even attacking him as a “civic terrorist” by making demonstrably false allegations 
that the Spokesman-Review still refuses to retract (see Ombudsman article).

Simultaneously, the paper regularly skewered city council critics of the project, 
portraying them as contentious and dysfunctional. The paper ultimately endorsed 
the candidacy of John Powers to become Spokane’s fi rst strong mayor.

Powers beat Talbott. Powers dropped the ugly civil conspiracy charge from the 
city’s RPS litigation. That neatly let off the hook a variety of defendants likely to 
have been pursued by Talbott and Lewis. Among them: Mike Ormsby, counsel to 
the Downtown Spokane Foundation, the entity that sold the bonds that fi nanced 
the RPS garage. It let the foundation’s directors off, too. As it happens, Ormsby was 
Powers’s campaign treasurer. Foundation board member Dave Broom was a law 
partner of Powers’s at Paine Hamblen.

Powers and Siddoway replaced the civil conspiracy charge with the much less 
upsetting charge that it wasn’t a corrupt Spokane establishment that caused the 
nightmare of River Park Square. The mess, theorized Powers and Siddoway, was 
the fault of the city’s long-time bond counsel. That would be Roy Koegen. Koegen 
didn’t do his job, was the Powers/Siddoway view. And the city council that 
signed off on RPS? Well, it just didn’t understand the complexities of the fi nancial 
arrangement it was approving. The council members were confused and misled-
again mostly because of Roy Koegen’s dereliction of duty.

Corker felt there was no question Powers and Siddoway were making a scapegoat 
of Koegen.

The problem with these contrasting legal approaches to settling River Park Square 
offered by two very different mayors was, as Corker saw it, that Talbott’s was 
honest but terribly messy. The Powers remedy was tidy but terribly dishonest.

Moreover, Corker believed that the taxpayers of Spokane were now going to get hit 
by the double whammy of misrepresentations that built River Park Square in the 
fi rst place, compounded by the Powers/Siddoway cover story. Corker was pretty 
sure the mayor and his lawyer couldn’t sell their case in court. So far they just don’t 
seem to be getting any legal breaks at all. U.S. District Court Judge Edward Shea 
turned a fl inty eye on the suggestion of defendants in the securities fraud suit that 
the case be dropped. Spokane Superior Court Judge James Murphy seemed to have 
just pulled the rug out from under Powers and Siddoway. And even Spokane’s 
own Parking Public Development Authority (PDA) has fi led a counterclaim against 
the city, because it didn’t buy what Powers and Siddoway were trying to sell. With 
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lawyerly restraint, PDA attorney Jim King, a former Powers supporter, called their 
legal explanation “novel.” (See Part 2.)

So Corker’s fears were mounting.

First, he was worried about the withering assault being prepared by the 
bondholders. These are the largest, wealthiest, most powerful bond-buying 
institutions in America. In suing the River Park Square developer, the City of 
Spokane, and just about everyone else who had anything to do with Cowles’s 
downtown mall, they made it clear that they didn’t appreciate the deceitful way 
the garage bonds were sold. Their lead attorney, Gary Ceriani, stated explicitly 
that his clients would never tolerate such fraudulence, because to do so would 
compromise the integrity of the nation’s municipal bond market. That market 
fi nances the infrastructure that is the backbone of the nation’s economy.

Second, Corker was worried about Koegen. He was worried about Koegen’s law 
fi rm, too, Perkins Coie. For 20 years Koegen had been Spokane’s bond counsel. Not 
only had he been a respected and trusted bond advisor to Spokane government for 
two decades, he enjoyed a national and international reputation for his expertise 
in municipal fi nance. And Perkins Coie is a very big law fi rm. It has offi ces around 
the world. Koegen is known as a fastidious record keeper. Corker rather imagined 
that Koegen and Perkins Coie would be able to defend themselves handily against 
the Powers/Siddoway charges. He didn’t think either Koegen or Perkins Coie were 
likely to take a fall on RPS.

In a nutshell, Corker was worried that, instead of facing up to and healing the 
corruption that he feared lay behind River Park Square, Powers and Siddoway-
and because of them, the citizens of Spokane-were going to get caught red-handed 
trying to sweep it under the rug.

Nevertheless, Corker had agreed to help Powers mediate the River Park Square 
dispute. He is a peacemaker by nature, a seasoned politician who believes that 
reconciliation-confl ict resolution under fi re-is the core art of politics. He was eager 
to help Spokane escape the morass of River Park Square, which just seemed to keep 
getting deeper and darker.

Mystery Collateral

After reading Camas’s report “Inside Job” about how city offi cials-apparently 
without city council approval-pledged up to $4.5 million to assist the Cowles 
family with collateral for a public loan to their RPS mall, Corker felt he could no 
longer support mediation efforts. He hadn’t heard of this collateral package. Talbott 
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and Rodgers, who sat on the council when the $4.5 million commitment was 
supposedly authorized, said they had never heard of it either.

Corker wanted to know how that could be. In early January 2002, he asked 
Siddoway to provide him with the city’s decision-making documents proving that 
the transaction was legal. It’s a sensitive issue, because the absence of such a record 
could add fuel to the litigation fi re of the bondholders’ securities fraud suit.

Corker was upset by Siddoway’s answer. He expected she would provide him 
with records exhumed from city fi les. Instead, on January 28, 2002, several weeks 
after Corker fi rst posed his question, Siddoway sent him a three-paragraph e-mail. 
(See “Laurel’s Letters.”) It suggested to Corker that Siddoway couldn’t answer 
his question. Moreover, says Corker, Siddoway seemed to be trying to change the 
subject.

Corker’s questions about the $4.5 million collateral gift to the Cowles family had 
to do with the security demanded by the federal department of Housing and 
Urban Development (HUD) for a federally backed $22.65 million loan from the 
city to the Cowleses. HUD guidelines recommend that such loans be thoroughly 
and privately secured by the private borrower, in this case, Cowles real estate 
companies. Unbeknownst to citizens of Spokane, however, Cowles negotiators 
adamantly refused to provide the full amount of the security that HUD required. In 
a contractual maneuver that went undetected even by project critics on the council, 
the city quietly agreed to fi ll the shortfall by leveraging a year’s worth (about 
$4.5 million) of future HUD block grant money intended for Spokane’s poorest 
neighborhoods.

What Corker wanted to know was exactly how, where and when the Spokane City 
Council had voted to authorize that decision. Without a record that such a vote 
occurred, he didn’t see how the appropriation could have been legal.

As reported in “Inside Job,” Camas Magazine sought the very records Corker was 
now seeking. Nobody at city hall seemed to know where they were. Nobody seem 
to know if they even existed. When “Inside Job” reporter Tim Connor asked city 
attorney Mike Connelly if a document recording the city council’s decision might 
be found in the city clerk’s offi ce, Connelly replied enigmatically, “I don’t think 
you’re going to fi nd it in the clerk’s offi ce.”

“There is no one document that explains how the Cowles Guaranty works,” wrote 
Siddoway to Corker, “and I realize in re-reading my letter that the joint operation 
of several documents needed to understand how it comes into play is complex 
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and therefore hard to explain. I would be happy to sit down with the several 
documents and walk through how the Guaranty gets triggered.”

What letter? It was a draft of a letter that Siddoway said she had intended to send 
to Camas Magazine. But she didn’t send it to Camas. Instead, on January 8, she 
sent it to HUD offi cials for comment. (See “Laurel’s Letters,” and Part 3.)

Siddoway’s curious response, instead of reassuring Corker, intensifi ed his anxiety 
about her and Powers’s candor.

Corker hadn’t asked about the Cowles Publishing Company guaranty. He 
understood that the Cowles guaranty was something of a mirage. It was well 
understood among RPS insiders that whatever value the guaranty had (it was 
never actually assigned a dollar fi gure), it could be extracted only after a year’s 
worth of Spokane’s federal block grant money had been consumed. That’s what 
this controversy was about, and to Corker Siddoway seemed to be trying to duck it.

As community development director Mike Adolfae told Camas reporters on 
two occasions, Cowles family negotiators refused to provide Spokane with the 
“unconditional, irrevocable letter of credit” that HUD guidelines called for. This 
was simply one of the many arrangements worked out in cloistered settings 
removed from the public’s prying eyes. Nevertheless, those closest to the deal 
seemed to understand what happened. For instance, on September 2, 1998, a 
little over a month after the additional $4.5 million of the city’s HUD money was 
committed to the Cowleses, Gonzaga University professor Kent Hickman pointed 
out to the city that it’s not clear what the Cowles Guaranty guarantees. Hickman 
was one of three Gonzaga professors hired to do a feasibility report on River Park 
Square. Concerns raised by the professors about Cowles collateral were removed 
from the public version of their report.

Corker realized as well as anyone that as business deals go, River Park Square was 
a monument to the use of OPM-other people’s money. All he was trying to fi nd out 
now was how a cornerstone of that OPM was provided.

And Laurel Siddoway didn’t seem to know, or she didn’t seem to want to talk 
about it.

In the e-mail note accompanying Siddoway’s unsent Camas letter, she wrote 
HUD’s Jack Peters, John Wingard, Paul Webster, and Tom Kenny, that her purpose 
was “to try to clarify the situation” regarding the city’s additional commitment 
of $4.5 million to secure the Cowles $22.65 million loan. “While I don’t expect 
you to give me HUD’s blessing,” wrote Siddoway, “would any of you have time 
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to take a look at the letter and save me from misstating matters if you feel I’ve 
mischaracterized” the issue?

For several weeks, her HUD correspondence met only silence. Finally, on her own, 
she ventured an explanation to Corker in her January 28 e-mail.

“There is no one-year $4.5 million limit on the exposure of CDBG monies as 
collateral,” Siddoway explained. “HUD’s standard contract for guarantee 
assistance, which the City signed, gives HUD collection rights against all of the 
CDBG money the City will receive during the life of its HUD loan. Of course, the 
City holds other collateral it required of the Developers (and assigned to HUD), 
which it can apply to its HUD obligation before suffering exposure of its CDBG 
grants. But absent an unexpected circumstance, the ‘Cowles Guaranty,’ which your 
story addresses at great length, is not a part of that collateral.”

Continued...

Copyright(c) 2002 by camasmagazine.com
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THROWING THE GAME? — PART 2 (FEB 11, 2002)
The Mayor, His Treasurer, and the Fall Guy

Steve Corker’s discovery that Doug Siddoway (Laurel Siddoway’s husband) 
and Mike Ormsby are half the co-signers on an $18,000 loan to the John Powers 
for Mayor campaign highlights one of the most compelling questions about the 
Powers legal strategy. Why did Powers and special counsel Laurel Siddoway 
compose a strategy that singled out long-time city bond counsel Roy Koegen for 
blame while, at the same time, they removed all charges of wrongdoing against 
the Spokane Downtown Foundation, the organization for whom Ormsby was lead 
counsel, registered agent, and spokesperson?

As reported previously (see “Power’s Play”), Koegen’s role as fall guy in the 
Powers/Siddoway game plan is largely a function of the most stunning argument 
the city is trying to advance: that somehow the city council did not really agree 
to loan parking meter money to the public corporation (PDA) that operates the 
garage under terms stipulated in the PDA’s leases with the Spokane Downtown 
Foundation and Cowles real estate companies. That argument was and remains an 
open invitation to securities fraud, since Koegen and then-city attorney Jim Sloane 
signed documents in 1998 certifying that the city had in fact agreed to those terms.

The other charges against Koegen are that he had numerous responsibilities to 
the city that, as special counsel, he did not fulfi ll. But this is where the decision 
Powers/Siddoway made to remove charges of wrongdoing against the Spokane 
Downtown Foundation comes open to question. In the context of the city’s 
involvement in the River Park Square garage deal, it strains credulity to charge 
that Roy Koegen failed to honor his obligations to the city but that the Spokane 
Downtown Foundation, Mike Ormsby, and Ormsby’s fi rm of Preston Gates & Ellis 
are blameless.

Where O. Yale Lewis Was Headed

The city’s initial legal strategy in the River Park Square garage litigation was built 
upon allegations of a civil conspiracy involving city offi cials and Cowles real estate 
companies to divert public funds for private use. These charges, fi led in mid-
July 2000, are basically the same charges that garage bondholders alleged in their 
federal court fi lings in April 2001-that Cowles representatives and city offi cials 
were engaged in a “fraudulent scheme” to divert illegitimate profi ts from the 
garage deal to the River Park Square developer.
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The charges aimed at the foundation and Ormsby, who was treasurer for Powers’s 
2000 campaign, were fi led by the city in its amended complaint in state court on 
August 18, 2000. Attorney O. Yale Lewis wanted to couple Cowles real estate 
companies and the foundation together in what, at a minimum, would have been 
an effort to seek monetary damages for a breach of fi duciary duty to the city.

As a private, non-profi t foundation, the Spokane Downtown Foundation was 
entitled to a broad degree of autonomy under state law. But the sole purpose for its 
existence changed that: in order to sell tax-exempt bonds for the purpose of buying 
the River Park Square garage “on behalf of” the City of Spokane, the foundation 
was making itself subject to a stringent set of federal tax rules. Such “on behalf of” 
fi nancings not only require the endorsement of a municipality, they also require 
that the non-profi t operate in a manner that is consistent with, and accountable to, 
the interests of the authorizing municipality.

The way Lewis saw it, the foundation was created and directed by Cowles and 
her development team. Indeed, as Camas fi rst reported in June 2000, the person 
who preceded Ormsby as the foundation’s registered agent is none other than 
Duane Swinton, the Cowles lead attorney for River Park Square. Likewise, Lewis 
says he found no evidence that the city was even consulted in the selection of the 
foundation’s board. (Ormsby, in a February 2000 interview, said he was “not sure” 
how the foundation board was selected).

Lewis’s argument was that the foundation betrayed the “trust and confi dence” 
placed in it by the city because it failed to exercise a level of fi duciary responsibility 
to the city implicit in the federal tax rules. It is this charge that is laid out in his 
August 18, 2000 complaint. And it is this charge, among others, that was dropped 
as soon as Powers and Siddoway assumed control of the city’s litigation. Although 
city legal fi lings continue to list the foundation as a defendant, all specifi c claims of 
wrongdoing were removed from the city’s complaint in February 2001.

Enter the Internal Revenue Service

Nine days after the city dropped its charges against the Spokane Downtown 
Foundation, the IRS informed the foundation and the city that it would conduct its 
own investigation. The purpose of its inquiry was to determine whether the bonds 
issued by the foundation in order to purchase the garage from the Cowleses met 
the requirements for tax-exempt securities.

The results of that investigation, included in an August 8, 2001 “preliminary 
adverse determination” report, clearly vindicated Lewis’s approach. The IRS 
asserts that the Spokane Downtown Foundation-for whom Ormsby and Preston 
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Gates were doing the legal and bond sale preparation and certifi cation-had already 
committed multiple violations of federal tax rules by the time it went to the bond 
market to sell $31 million in tax-exempt bonds.

Clearly, the most signifi cant aspect of the IRS ruling is that, had investors known 
in advance that interest on the bonds would not be tax exempt, there would have 
been no River Park Square garage deal in the fi rst place. The foundation would 
have simply been shut out of the bond market. But it’s also signifi cant that the IRS 
fi ndings supported Lewis’s earlier fi ndings. Specifi cally, the IRS found:

1) Because the Cowles family still owns the land beneath the River Park Square 
garage, the garage is not “free of encumbrances” as federal tax rules require for the 
acquisition of ostensibly public facilities.

2) The transaction violated rules limiting private profi t-taking, because the lease 
approved by the foundation would have allowed the Cowleses-even after selling 
the garage for $26 million-to collect half the profi ts received from garage revenues 
if the garage ever operated at a profi t.

3) In order to assure the city’s interests are represented on the foundation, federal 
rules require that the city approve 80% of the foundation board members. Yet, the 
IRS reported, “it appeared that the [foundation] consisted mainly of associates of 
the Developer and/or Nordstroms.”

For a variety of other reasons having to do with the garage leases and the Cowles 
lease agreements with Nordstrom, the IRS also determined that “the level of 
control of the facility by private parties also violates” the relevant tax rules.

While the IRS was conducting its investigation, two groups of garage bondholders 
fi led suit in federal court on April 24, 2001 alleging securities fraud. Without 
excusing the foundation’s board members (which include Powers’s former law 
partner, David Broom), the bondholder’s suit directs the brunt of the blame to 
Ormsby’s law fi rm. Among other things, the bondholders allege that Preston Gates 
& Ellis knowingly provided “materially false and misleading” information in the 
offi cial statement for the bonds, and failed “to take reasonable steps to ensure that 
the lack of independence of its client [the foundation] and confl icts of interests of 
the Developers [Cowles real estate companies] did not impair the accuracy and 
completeness” of the required disclosures to bond buyers.

A Case That Isn’t Working

While arguments and evidence advanced by the IRS and bondholders clearly 
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support key elements of the strategy Lewis was pursuing, the Powers/Siddoway 
effort to make Roy Koegen the scapegoat appears to be steadily sinking into legal 
quicksand.

It’s important, fi rst of all, to remember why Koegen got singled out. Dropping the 
conspiracy charges against the Cowles development team and city offi cials would 
have, by itself, removed any leverage the city could have in negotiations with 
Betsy Cowles. Evidently intended to secure a friendlier bargaining position with 
Cowles, the Powers/Siddoway approach advanced the proposition that the city 
never really agreed to loan parking meter money under terms clearly laid out in 
garage documents. Technically, what Siddoway is arguing is that the PDA-rather 
than giving bondholders fi rst claim on garage revenues-should give that money 
to cover garage operations and ground rent. Because the city only pledged to loan 
money to cover shortfalls in operations and rent, this would essentially get the city 
off the hook for the loans, leaving bondholders empty-handed. While River Park 
Square would get its rent check, the garage itself would collapse even more rapidly 
into default on its bonds. Koegen has to be the fall guy for this strategy, because 
he certifi ed that the city agreed that it would loan money to cover defi cits that 
remained after garage revenues went to pay bond debt service.

Other than the city, no party to the garage dispute-not the PDA, not Cowles and 
her development team, not bondholders, not the foundation, nor even Ormsby 
and his fi rm-have offered any support for this argument. Nor has Siddoway 
been able to produce one member of the 1997 council who voted on the deal who 
agrees with her. No one other than Laurel Siddoway has alleged that Roy Koegen 
misrepresented the council’s will.

The Powers/Siddoway strategy seemed to be that they could hold to this new 
argument, drop the conspiracy charges against Cowles and city offi cials, while 
letting bondholders do the dirty work of mounting the conspiracy case against 
Cowles. Thus far, at least, Betsy Cowles hasn’t blinked.

Much of what frustrates Corker is that other parties not only understand how 
weak the city’s position is, but in sticking to the Powers/Siddoway strategy the 
city is also increasing its liability to the other parties. On this front, there were two 
important events that occurred in January 2002 that people in Spokane don’t know 
about because the local media, beginning with the Spokesman-Review, inexplicably 
ignored them.

On January 11th, in a move that clearly alarmed Powers and Siddoway, the PDA’s 
attorney, Jim King, cross-claimed against the city in federal court.
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King is now charging on behalf of the PDA that through Siddoway’s “novel 
interpretation and self-serving construction” of the 1997 ordinance, the city has 
wrongly subjected the PDA to claims and liability from other parties. His claim 
seeks damages from the city to compensate the PDA.

More signifi cantly, Siddoway’s argument lost an important test in state court. On 
January 22, Superior Court Judge James M. Murphy cut the legs from beneath 
Siddoway’s theory. At the time, Murphy was ruling on a motion for partial 
summary judgment brought by Steve Eugster in his River Park Square case in state 
court. Eugster’s allegation was strikingly similar to Siddoway’s-that the fl ow of 
funds embedded in the 1997 ordinance was approved in violation of the state’s 
open meetings act. For that and other reasons, Eugster contended, the ordinance 
should be ruled null and void.

In ruling against Eugster, Murphy found that the debt-service-fi rst fl ow of funds 
was properly incorporated into the legislative intent of the 1/27/97 Off-Street 
Parking Ordinance and, moreover, that the council fully understood what it 
was doing. In this respect, his ruling supported Roy Koegen and the PDA and 
undermined the argument Siddoway still hopes to win in federal court.

Two Bond Lawyers on the Brink at River Park Square

If Koegen didn’t misrepresent the city’s will, then the most serious charge left 
against him is that he “breached his duty” by failing to bring to the attention of 
the city “certain adverse developments which he knew or should have known 
compromised the fi nancial feasibility of the Garage.”

Yet, this is where singling out Roy Koegen for punishment begins to look extremely 
suspicious. The question is, what did Roy Koegen do that Mike Ormsby did not?

“If you’re going to put Koegen in as a target, you sure as heck have to put in 
Ormsby and Preston Gates as a target,” insists City Councilman Steve Eugster.

As reported in “Under the Infl uence,” the clearest information Roy Koegen had 
about the problems with the fi nancing of the River Park Square garage came in 
the summer of 1999. This was when the PDA, for whom Koegen was counsel, and 
the foundation, for whom Ormsby was counsel, faced the same crisis. Because of a 
dispute between River Park Square and AMC Theaters over whether moviegoers 
would park free at the RPS garage, both the PDA and foundation were scrambling. 
The crisis had bloomed in the weeks just before the new mall’s grand opening and 
the date on which the $26 million garage deal would close.
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As a favor to RPS to help resolve the crisis, the PDA nervously decided to subsidize 
evening parking rates, something it could ill-afford to do, given the enormous debt 
load imposed on the garage by the exorbitant purchase price and infl ated ground 
rent negotiated by the Cowleses. The PDA saw that its concession to cut rates was 
going to cost it more than $1 million a year in revenues, jeopardizing its fi nancial 
viability.

Koegen, in a letter written on behalf of PDA president Terry Novak, wrote Ormsby 
stating that the PDA’s revenue problems had to be addressed, or the PDA would 
not sign its contract to take over operations of the garage.

That would kill the deal.

Ormsby, in turn, passed the letter on to Betsy Cowles through Duane Swinton. In 
his own letter to Swinton, Ormsby suggested that “your client” consider taking less 
money for the garage in order to avoid exposing the PDA and the foundation to a 
fi nancial crisis. Cowles refused to make the concession Ormsby suggested, and the 
PDA went ahead with the garage deal, knowing it was doing so at greater risk for 
failure than the public and bondholders had been told.

Notes and documents found in PDA fi les indicate that Swinton’s and Cowles’s 
main concern at this time was that Novak’s letter and other information about the 
problem would become public knowledge. Swinton even asked both Koegen and 
Ormsby to sign confi dentiality agreements that would, among other things, oblige 
them to resist public records requests, even if doing so would result in fi nes from 
state courts.

Koegen said he refused to sign the agreement. Ormsby confi rms he did sign. The 
bottom line is that the public didn’t get to know about the AMC crisis and its 
connection to the garage’s failure for almost two years.

Koegen certainly had responsibilities to the city, because even though he was 
representing the PDA in these discussions, he was serving, simultaneously, 
as special counsel to the city. It’s reasonable for the city to seek to hold him 
accountable for his actions, even though there is good evidence that key members 
of the city council (Orville Barnes and Roberta Greene were then serving 
simultaneously on the PDA board and the city council’s fi nance committee) were 
informed and likely supported the efforts to keep the problem from becoming 
publicly known.

But what O. Yale Lewis was getting at when he was leading the city’s litigation is 
that, under the circumstances and legal obligations of the “on behalf of” fi nancing 
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for the garage, Ormsby’s responsibility to the city and the public interest was 
practically indistinguishable from that which the city alleges Koegen violated. 
If Roy Koegen had responsibility to tell the whole council what was happening, 
Ormsby clearly had a similar responsibility, not just to the city but, as lead bond 
counsel, also to the bond buyers.

By appearances, the difference in the fate of the two bond lawyers is that one 
served as the mayor’s campaign treasurer and made fi nancial contributions to 
support his election. The other did not.

Continued...
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WHAT THE SIDDOWAYS GAVE (FEB 12, 2002)

E-Mail from Doug Siddoway, Feb. 8, 2002

I was advised yesterday that the loan obligation Lauri and I partially guaranteed 
has been paid down to some extent, lessening our exposure on the guarantee 
to about $3,300. This would bring our total “contribution” to Mayor Powers’ 
campaign to $4,800, this assuming the loan is not further reduced, which it will be.

I don’t want to put you or Tim in the position of having to consider facts that are 
inimical to your perception of a good story, but you might want to consider the 
following as perspective:

1. The amount “contributed” to Mayor Powers’ campaign is not out of line with the 
amount Lauri and I contribute each year to political and charitable organizations. 
Last year, for instance, we contributed $1,000 to each of the ACLU, the Citizens 
League, KPBX Spokane Public Radio and the Legal Aid for Washington Fund-this 
in addition to a handful of other organizations. To my knowledge, none are or were 
affi liated with the Cowles family or anyone else who would benefi t from Lauri’s 
and the Mayor’s “throwing the game,” as Council Member Corker has asserted.

2. Our current $4,800 “contribution” to Mayor Powers’ campaign is about 8% of 
the some $63,000 we contributed in the form of time and cash to defeat the Lincoln 
Street Bridge, a project that had the forceful support of the Cowles family and its 
newspaper. Maybe you could inquire of Council Member Corker whether this, too, 
is part of “throwing the game,” and if so, which inning.

I won’t belabor the point, Larry. The gist of your story-that Lauri’s representation 
of the City was bought with campaign contributions, and that she and the Mayor 
are somehow beholden to the Developer and other parties who are trying to lay 
the blame entirely on the City-is false and insulting. Whether it is also malicious is 
something I leave to you and Tim to ponder.
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THROWING THE GAME? — PART 3 (FEB 12, 2002)
Laurel Siddoway Objects...
Tim Connor Rebuts

In a telephone conversation, Larry Shook read a version of Part 1 to Laurel 
Siddoway, who said she would respond by e-mail:

From Laurel Siddoway:

February 8, 2002

Larry, here’s my response to the several points I recall from your story:

The suggestion that the Mayor, who knows the skills and reputation of most the 
lawyers in town, would have asked me to handle River Park Square because of a 
$1500 campaign contribution and $5000 campaign guarantee is preposterous and 
insulting. That Council Member Corker was “shocked” to discover the political 
contributions is diffi cult to understand, since they were widely reported, including 
well before I was asked to serve as special counsel. (And including, I think, in your 
publication.) The notion that the mayor and I are “throwing the game” is not only 
an outrageous libel, but would seem strange indeed to the lawyers involved in the 
bondholders’ litigation who are knowledgeable about the City’s legal position.

It is true that the mayor has ties to Mike Ormsby and Dave Broom. To his credit, 
it has never factored into his decision-making on the River Park Square litigation. 
There was a “gift” he could have handed them after he took offi ce, and that would 
have been to go along with the proposal to have the City unilaterally, gratuitously, 
refi nance the Foundation’s bonds, and assume total fi nancial liability for the 
garage. A refi nance would have washed out the problem bonds and any risk of 
securities liability for Ormsby and Broom, as well as the Developer, Walker and 
others. Instead, he’s taken the position that a refi nance has merit, but only as part 
of a solution to which others need to contribute.

Council Member Corker is mistaken in suggesting that the City had a claim against 
Mike Ormsby and Preston Gates and dropped it after the Mayor took offi ce. It’s the 
other way around. The City had not asserted a claim against Preston Gates prior to 
the Mayor’s taking offi ce, but it has since preserved its rights to seek contribution 
from all of the defendants through its answer fi led in the bondholders’ litigation.
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Turning to the HUD issue, the letter I provided to Council Member Corker was 
one I had abandoned any intention of sending to you. I drafted it to correct 
misinformation in your [“Inside Job”] story on the collateral for the HUD loan, 
since I believe your story understated the risk to the City’s HUD monies. I decided 
against sending a letter that could be viewed as making concessions about the 
operation of Cowles Guaranty, but then reconsidered and shared the letter with 
Council Member Corker after he expressed concerns about your story. As the letter 
explains, the reason no one has found reference to a $4.5 million pledge of the 
City’s CDBG money is because there was no $4.5 million pledge of CDBG money. 
There was, instead, a pledge of ALL the City’s CDBG money for the term of the 
loan, which is much more than $4.5 million. That pledge appears in the City’s 
Contract for Loan Guarantee Assistance with HUD that was approved by the City 
Council. The confusion about a $4.5 million pledge arises, as best I can tell (and I 
have discussed this not only with Mike Adolfae, but with Paul Webster and John 
Wingard of HUD) from the agreement to carve out $4.5 million from the Cowles 
Guaranty. As I explained to Council Member Corker, that carve-out can only be 
seen and understood by reading the City’s HUD contract in conjunction with the 
Cowles Guaranty.

I can only say in responding to the Council Member’s concern that he didn’t 
receive a prompt response to his memorandum of January 29 that I believe those 
of us on the receiving end of the memorandum understood this to be the list of 
questions he had mentioned at the prior night’s Council meeting and which I had 
understood he wanted answered at the proposed public meeting on River Park 
Square. I had no reason either from the list of questions or from a conversation I 
had with Mr. Corker later in the week that he was looking for a response prior to 
that meeting.

Larry, I don’t know whom you are consulting to understand the reasons for and 
ramifi cations of the legal strategy in this case. My sense is that it is either a partisan, 
or that you are trying to fathom what is going on yourself in which case I must say, 
with all due respect, that you are operating outside the fi eld of your considerable 
competence. Please recall that there are eleven or more sets of parties with stakes in 
the various lawsuits, ten or more of whom would be happy to have the City bear 
the entire fi nancial burden of the failed garage. There are not going to be a lot of 
fans among those parties of the legal positions we are taking in the case, nor should 
you expect there to be. If your article hopes to be a balanced evaluation, you might 
want to give some consideration to why there might be a legal and public relations 
alignment against the City’s legal position that has nothing to do with the legal 
merits.
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Tim Connor Replies

In Laurel Siddoway’s response to “the HUD issue” in her February 8th letter 
(above) she is confusing the terms of the $22.65 million HUD Section 108 loan to the 
city with the city’s pass-through loan to Cowles real estate companies. It’s certainly 
true that much more than one year of the city’s federal community development 
block grant money (roughly $4.5 million) was put at risk for the River Park Square 
project. But this is the most basic fact of the HUD-108 loan program, that all a city’s 
future block grant money is the collateral for any outstanding balance of a Section 
108 loan.

“Inside Job” focused exclusively on what was supposed to have been the buffer 
of protection for the city’s block grant funds-collateral posted by the Cowleses. 
Cowles collateral was supposed to cover the second step of the HUD 108 loan 
transaction-the “pass through” loan from the city to the Cowles real estate 
companies. As Mike Adolfae-Spokane’s community development director-
explained to me and my colleague Larry Shook on at least two occasions, HUD 
guidelines call for the private lender (in this case Cowles real estate companies, or 
the parent Cowles Publishing Company) to put up an ironclad guarantee of private 
collateral for the city’s loan. But this didn’t happen.

Another important fact that Siddoway left out of her response is that HUD 
required additional language be added to its contract for loan guarantee assistance 
with the city. In a late addendum entitled “Special Conditions and Modifi cations,” 
HUD required that the city, on notice from HUD, establish a “supplementary debt 
service reserve.” It seems in retrospect (and through a Rube Goldberg contraption 
of documents that only Cowles negotiators and city insiders had any prayer of 
following) that this is how the city put up an additional $4.5 million in collateral 
without the public knowing what was happening.

There was only one reason for this “addendum,” and that was because Cowles 
negotiators adamantly refused to provide the city of Spokane with suffi cient 
collateral for the pass-through loan.

Since we reported “Inside Job,” Camas Magazine has found additional evidence 
documenting how city negotiators tried, in vain, to persuade Cowles negotiators 
to put up the full collateral for the pass-through loan that HUD insisted upon. But 
because Cowles negotiators wouldn’t budge on the issue, the city was left with an 
unfortunate choice.

The city could either abandon the River Park Square public/private partnership, 
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or it could provide the collateral itself. But how? The state constitution prohibits 
gifts of state funds. The answer: pledge future federal block grant funds. True, the 
city had already pledged up to four years worth of block grant funds to secure 
HUD’s $22.65 million loan to the city. But now the city was going to take one year’s 
worth of that money and basically sneak it into the Cowles collateral package. By 
pledging a year’s worth (up to $4.5 million), the city quietly solved the Cowles 
collateral problem for the family, while citizens of Spokane were completely 
oblivious to the move.

Siddoway’s surprising assertion that there “was no $4.5 million pledge of CDBG 
money” is contradicted by the record. Twice in a March 1, 2000 interview with 
me, Adolfae said that the city council had “committed one year of CDBG money” 
to fi ll the gap created by the shortfall in Cowles collateral. A second source is the 
literal text of the still-confi dential February 7, 2000 memo in which Adolfae, acting 
city manager Pete Fortin, and city attorney Jim Sloane reported to the city council 
that the “pledged collateral” for the loan to Cowles real estate companies includes 
“the HUD required CDBG pledge (assuming one year of grant proceeds).” A third 
source is Siddoway herself. Within hours of being interviewed for the “Inside 
Job” story on December 9, 2001, she sent an e-mail to Camas editors explaining, 
among other things, why her representation of the city was leading her in different 
directions than Camas’s journalistic inquiries:

“The issue of whether the $4.5 million City supplementary debt reserve 
commitment was clearly explained and properly approved is an interesting and 
valid story for you to pursue,” she wrote. “It is not, however, a legal claim that is 
ripe for any action at this time.”

Did this “commitment” affect the city’s risk? Absolutely. In the event of a default 
on the city’s loan to Cowles real estate companies (a default that is now projected 
to occur between 2004 and 2007), the city will try to keep up with its own loan 
payments to HUD by liquidating collateral. And there is the problem. Up to $4.5 
million of the collateral it will be liquidating (in addition to the Nordstrom building 
and a $500,000 annual pledge from Cowles real estate companies) is a year’s worth 
of its community development block grant money.

One thing that Siddoway and I agree upon is that the so-called Cowles guaranty 
is practically irrelevant. In all likelihood, it won’t ever come into play unless 
Congress ends or dramatically cuts the block grant program. This is why it was 
such a disservice for city offi cials to assure the city council, as they did the night 
the council approved its contract with HUD, that the Cowles guaranty protects the 
city’s block grant money. That assurance was spectacularly false.
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As for Siddoway’s statement that Councilman Steve Corker “is mistaken in 
suggesting that the City had a claim against Mike Ormsby and Preston Gates 
and dropped it after the Mayor [Powers] took offi ce,” this is a surgical bit of hair-
splitting. True, the city had not named Preston Gates (Ormsby’s law fi rm) directly 
along with the foundation, but it was almost certainly on the way to doing so 
before Powers and Siddoway took control of the litigation. In any event, what 
Corker actually said is that the city had dropped its claims against Ormsby and the 
Spokane Downtown Foundation. Corker is correct. Ormsby was the foundation’s 
lawyer, registered agent, and spokesperson.

THE END

Copyright (c) 2002 by camasmagazine.com
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LAUREL’S LETTERS (FEB 12, 2002)

Response to Steve Corker, Jan. 28, 2002

From: Lauri Siddoway
Sent: Monday, January 28, 2002 12:14 PM
To: Steve Corker
Subject: Fwd: City of Spokane HUD loan

Camas Magazine article re City...

Steve, after we spoke several weeks ago, I prepared the attachment and forwarded 
it to several HUD representatives for comment. John Wingard, in the General 
Counsel’s offi ce, has been on leave until late last week and Paul Webster has not 
responded to my follow-up call.

Mr. Wingard called today in response to a message I left with his offi ce and says 
he will fi nd the email and get back to me. I would like to provide you with an 
explanation that has been blessed by HUD as well as our offi ce, as special counsel 
to the City.

There is no one document that explains how the Cowles Guaranty works, and I 
realize in rereading my letter that the joint operation of several documents needed 
to understand how it comes into play is complex and therefore hard to explain. I 
would be happy to sit down with the several documents and walk through how 
the guaranty gets triggered.

Lauri

Cover Letter to HUD, Jan. 8, 2002

From: Lauri SiddowaySent: Tuesday, January 08, 200212:04 PMTo: jack_peters@
hud.gov; John_wingard@hud.gov; Paul_webster@hud.gov; Tom_kenny@hud.
govSubject: Camas Magazine article re City of Spokane HUD loan

Gentlemen: I have recently reviewed an article by Tim Connor at the Camas 
Magazine website (www.camasmagazine.com) and am concerned that it does 
not accurately refl ect the City’s view of when and under what circumstances 
a “Notice of Inadequate Security” might be issued and require the creation of 
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a Supplementary Debt Service Reserve. In the event of a notice of inadequate 
security, Cowles Publishing had provided a guaranty of all but approximately the 
fi rst $4.5 million of the supplemental security requirement.

Several of us discussed this in a conference call last Spring.

I have written a letter to Camas to try to clarify the situation. While I don’t expect 
you to give me HUD’s blessing, would any of you have time to take a look at the 
letter and save me from misstating matters if you feel I’ve mischaracterized the 
operation of that reserve requirement?

Thank you.

Lauri Siddoway

Unsent Camas Letter, Forwarded to HUD Jan. 8 and Steve Corker Jan. 28, 2002

Camas Magazine:

I’m not sure readers of your recent story on the HUD loan (“Inside Job “) will 
understand the City’s view of the exposure of its Community Development Block 
Grant monies. In this case, your story understates the level of concern, unlike prior 
stories in which concerns have, in my view, been exaggerated (for example, “Where 
Did the Money Go,” your story on the Nordstrom tenant allowance).

There is no one-year, $4.5 million limit on the exposure of CDBG monies as 
collateral. HUD’s standard contract for guarantee assistance, which the City 
signed, gives HUD collection rights against all of the CDBG money the City will 
receive during the life of its HUD loan. Of course, the City holds other collateral it 
required of the Developers (and assigned to HUD), which it can apply to its HUD 
obligation before suffering exposure of its CDBG grants. But absent an unexpected 
circumstance, the “Cowles Guaranty,” which your story addresses at great length, 
is not a part of that collateral.

The unexpected circumstance that would cause the “Cowles Guaranty” to become 
operative is if the Secretary of HUD deems the collateral available to cover the 
City’s loan to be inadequate and issues a “notice of inadequate security.” And for 
this purpose, HUD representatives have told the City that the Secretary would 
ordinarily consider the City’s collateral adequate as long as the City has future 
CDBG monies on the horizon suffi cient in amount to cover its HUD loan. From 
HUD’s perspective, the City’s CDBG monies are just another part of the collateral. 
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So the exposure to the City’s CDBG money is as substantial as any shortfall in the 
Developer’s collateral and could represent multiple years of CDBG money, not just 
$4.5 million.

What would cause the Secretary of HUD to deem the security inadequate, thereby 
requiring the creation of a supplementary cash reserve and triggering the Cowles 
Guaranty? The language of HUD’s standard agreement gives the Secretary the 
right to issue the notice whenever it is concerned “in its sole discretion” that the 
City’s ¤106 grants are unlikely to be suffi cient to pay the City’s HUD loan, and 
HUD does not place any other limits on its discretion. But what the City was told 
by HUD representatives this spring is that the provision that permits the Secretary 
to require supplemental security exists primarily to address any prospect of 
elimination or curtailment of HUD’s ¤106 program during the long term of these 
loans, such that the bedrock collateral - the CDBG monies - are no longer out there 
as a payment source.

It is in this event of this notice from the Secretary to establish the cash reserve that 
the “Cowles Guaranty” would kick in. Cowles Publishing agreed by the terms of 
the guaranty to deposit whatever cash is required by the Secretary, subject to the 
City’s obligation to come up with the fi rst $4.5 million.

Finally, as to “when” the Council approved the City’s obligation to deposit the 
fi rst $4.5 million, I suggested that you look at the City’s contract with HUD for 
guarantee assistance, which was approved, for the standard language at ¤15(f) by 
which the City undertakes responsibility in the fi rst instance to create any cash 
reserve required by the Secretary. I also suggested that you see if a more generous 
Cowles Guaranty was ever before the Council. If there was never a more generous 
Cowles Guaranty presented to the Council, and if the City had already blessed 
a standard form agreement by which the City would have to create the cash 
reserve, then there may have been a perception that fi nalizing a staff-negotiated 
understanding that Cowles Publishing would assume part of that deposit 
responsibility (something that would improve the City’s position) would not 
require Council approval.
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INQUIRIES (MARCH 1, 2002)
Camas fi les new court motion, asks judge to order city depositions

As part of its public records lawsuit, in a motion fi led with Spokane Superior 
Court, Camas Magazine asks Judge James Murphy to order the city to respond to 
requests for oral depositions by key city staff and to answer written questions.

Click here to download lawyer’s brief.
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GAMBLING AGAINST EVIDENCE (MARCH 3, 2002)
The City Council’s Dangerous Bet--
Issue represents “staggering fi nancial exposure” to city of Spokane

Camas Magazine is today distributing public records that appear to refute the 
premise of Mayor John Powers’s controversial River Park Square legal strategy. 
The documents are being distributed at this time, rather than being incorporated 
in future Camas reporting, because of a scheduled Monday city council vote. That 
vote will effectively constitute a referendum on the legal theory with which the 
mayor intends to defend the City of Spokane against a securities fraud suit brought 
by purchasers of River Park Square garage bonds.

Tens of millions of dollars in legal exposure for Spokane’s citizens hangs in the 
balance of the council’s vote.

In a special city council briefi ng held Saturday, March 2, 2002 on the looming court 
battle, Laurel Siddoway, the city’s special counsel for River Park Square litigation, 
reiterated her insistence that the 1997 city council did not understand key details of 
the fi nancial commitment it made to pay off the garage bonds. That assertion seems 
to fl y in the face of documents recording critical RPS fi nancial arrangements as well 
as statements made by key public offi cials who were the project’s architects.

Following Ms. Siddoway’s presentation, statements made by Doug Siddoway, her 
husband, law partner and an important Powers advisor and campaign contributor, 
raised fears among Camas editors that Powers and the Siddoways seem to be 
purposely ignoring public records that confl ict with their strategy.

Following Saturday’s meeting, Doug Siddoway interrupted a private conversation 
between Camas senior editor Tim Connor and an interested citizen who had asked 
for Connor’s reaction to Laurel Siddoway’s hour-long presentation.

Mr. Siddoway vehemently asserted that an important clause describing allocation 
of funds for paying off the garage bonds was “not written down” prior to the 
fateful January 27, 1997 city council vote that sealed Spokane’s fate as a partner in 
the troubled development.

Connor insisted that the language had in fact been written down, and that the 
overwhelming evidence gathered for his reporting indicated members of the 
1997 council clearly understood the language and its importance for the garage 



Camas Archive  —278—

transaction. John Powers and Laurel Siddoway vigorously dispute that point - Ms. 
Siddoway admits they are alone in doing so - and that is the cornerstone of their 
defense.

“This argument is somewhat complicated,” says Connor, “but in it lies the very 
heart of the Powers/Siddoway legal defense of the city. It not only exposes 
Spokane to securities fraud, but it is also the basis upon which the city is now 
suing its former bond counsel, Roy Koegen. This is a huge issue. It represents a 
staggering fi nancial exposure, and it gambles the community’s future on a patently 
disingenuous assertion that plainly is not supported by evidence. I believe the 
public is being grossly misled. It would be unconscionable for the city council to go 
along with this scheme.”

The Siddoway/Powers argument hinges on a simple question. Did the 1997 city 
council understand that by approving the 1997 off-street parking ordinance it was 
authorizing a plan to use garage revenues to make bond payments before other 
payments?

Yes or no?

Make no mistake: bondholder attorneys are likely to put every member of the 1997 
council on the witness stand, along with a host of other Spokane offi cials, and ask 
that question.

This is key to the RPS litigation. Without such an unequivocal commitment to pay 
bond purchasers fi rst, the bonds to build the garage could not have been sold. The 
shopping center as it now stands could not have been built.

And yet Ms. Siddoway and Mayor Powers insist that the 1997 city council 
misunderstood this key “fl ow of funds.” As Siddoway herself conceded in her 
remarks to the council on Saturday, Spokane alone - among the multiple parties to 
the tangled RPS litigation - contends that the City of Spokane intended for garage 
revenues to go fi rst to pay ground rent and operations.

“Frankly,” says Camas co-publisher Larry Shook, “we think Connor’s reporting 
on this issue has resolved the matter. His editors have actually deleted portions 
of his drafts to avoid a redundancy of evidence that the 1997 city council knew 
perfectly well what it was doing. In one of his drafts, Connor reported on a 
February 21, 2001 interview with former Mayor Jack Geraghty in which Geraghty 
not only disputed Siddoway’s argument but says he cautioned Siddoway against 
attempting the argument in court. In retrospect, maybe we should have kept Mayor 
Geraghty’s quote in.”
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Another reason for releasing the documents today is the silence of City 
Councilwoman Roberta Greene, the lone holdover on the present council who was 
a member of the 1997 council that voted on the garage deal. Greene was not only a 
council member, she served on the city’s fi nance committee, and she was a director 
of the parking development authority (PDA). It was the PDA that later signed the 
contracts guaranteeing bondholders would get paid fi rst.

“Ms. Greene said nothing on Saturday. She was conspicuous by her silence, 
particularly as she appeared in the video Ms. Siddoway used to try to make her 
case to the city council,” Shook said. “Ms. Greene has also repeatedly declined our 
requests for an interview on this matter.”

As Connor and others have pointed out, before the council’s January 27, 1997 vote 
on the ordinance to loan parking meter money, council members received a three-
part report from the accounting fi rm of Coopers & Lybrand. One of that report’s 
sections was devoted exclusively to an analysis of the River Park Square garage 
transaction. No mention of the Coopers & Lybrand report treatment of the key 
issue was included in Laurel Siddoway’s hour-long Saturday presentation.

In a section of the Coopers & Lybrand garage report entitled “Description of the 
Project and Transaction Structure,” the council was informed:

“The operating income from the RPS garage will be allocated fi rst to cover debt 
service on the bonds, then obligations under the ground lease and then to pay 
operating expenses.”

Later, in the same report, Coopers & Lybrand covered the subject again.

“Debt service on the bonds is the fi rst priority use of revenues from the RPS garage. 
Garage lease [ground rent] payments and operating and maintenance expenses of 
the garage are subordinate to the bond payments.”

On January 27, 1997, the Spokane City Council listened to a Coopers & Lybrand 
CPA present that report. And then the council voted to commit Spokane to the very 
fi nancial arrangement the report described.

Powers and Siddoway contend that the council didn’t understand what it was 
doing.

The documents Camas is distributing to the city council and to local media outlets 
today are:
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1) A December 10, 1996 memo from Roy Koegen to council members Roberta 
Greene, Orville Barnes, then-deputy city manager Pete Fortin, RPS project manager 
Bob Robideaux and John Moore, the principal for Prudential Securities, the bond 
underwriter. The memo follows up on a earlier meeting in San Francisco in which 
the parties agreed to a fl ow of funds for the garage that would have bondholders 
paid fi rst. Connor found this document in city fi les in the spring of 2000.

2) Selected pages from a 1/21/97 draft of a Spokane Parking Public Development 
Authority resolution (later adopted by the PDA) that records that “Fixed Facility 
Rent” (payments to bondholders) would get paid fi rst out of garage revenues. 
Camas Magazine was provided this draft by former city bond counsel Roy Koegen. 
Koegen insists the document was in a binder of materials given to each member of 
the Spokane City Council prior to their January 27, 1997 vote. Koegen says he plans 
to enter that binder as evidence in his response to the city’s suit against him.

THE END

Copyright (c) 2002 by camasmagazine.com

To download Koegen memo (pdf fi le), click here.

To download PDA Resolution draft (document fi le), click here.
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SIDDOWAY WINS COUNCIL APPROVAL (MARCH 4, 2002)

The Spokane City Council voted 4-2 (with Steve Eugster abstaining) to continue 
for another year its contract with Laurel Siddoway as special counsel for River 
Park Square. Joining council president Rob Higgins in confi rming Siddoway 
were council members Al French, Roberta Greene and Dennis Hession. Although 
Higgins and Greene echoed several public comments objecting to the escalating 
cost of the continuing impasse over River Park Square, the majority voiced 
confi dence in Siddoway’s legal skills and expressed concern over the prospect of 
lost time and money if the city were to replace its lead attorney in the complex 
litigation.

The subject of Camas Magazine’s reporting on contributions by Siddoway and 
her husband to the mayor’s campaign and the magazine’s research calling into 
question the central premise of Siddoway’s strategy came up for considerable 
discussion prior to the vote. It was noteworthy that Roberta Greene - the one 
holdover on the current council from the 1997 council that approved the RPS 
garage deal - endorsed Siddoway’s service, but stopped short of embracing her 
strategy.

“Do I agree with everything Ms. Siddoway has said?” Greene said, “absolutely 
not.” But, Greene said, even though she’s never looked at Siddoway as “anything 
other than the mayor’s attorney,” it was important that there be continuity in the 
city’s legal representation on the matter.

“I’m a lawyer, I do litigation,” observed council member Dennis Hession. “I’m 
confused by this. I don’t have the sense that she [Siddoway] is confused by this.”

Hession said it appeared to him that the “impetus” for the questions raised about 
Siddoway’s performance comes from “the Camas people.”

“With due respect,” he continued, “I don’t look to Mr. Connor or Mr. Shook for 
legal advice.”

Camas will resume its River Park Square reporting and commentary - including 
coverage of the RPS litigation - later this month.

THE END

Copyright (c) 2002 by camasmagazine.com
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CONNOR CHALLENGES S-R MISREPORTING (MARCH 16, 2002)

The following e-mail query was sent recently to Spokesman-Review city 
government reporter Amy Cannata, the paper’s top editors, and ombudsman Doug 
Floyd. The only response from the paper to date is a short note from Floyd on 
March 12th confi rming he’d received the March 1 email.

On March 6th city special counsel Laurel Siddoway submitted a motion in federal 
district court seeking court approval to amend the city’s River Park Square cross-
claims in the federal securities fraud case in which the city is a named defendant. 
If accepted by the court, the motion would allow the city to pursue a new claim 
against River Park Square real estate companies, the Spokane Parking Public 
Development Authority, and the Spokane Downtown Foundation. The amended 
complaint alleges that the three parties harmed the city through their participation 
in “integrated fraudulent transfers” resulting in unjustifi ably high ground rent and 
debt service requirements on the River Park Square garage.

The motion was fi led days after the Spokesman-Review article referenced below. 
Contrary to the newspaper’s assertion, the city has yet to name the Preston Gates 
& Ellis law fi rm or Mike Ormsby (the Preston Gates lawyer who represented the 
Spokane Downtown Foundation before he enlisted as Mayor Powers’s campaign 
treasurer) in any of its River Park Square claims.

Connor E-mail to Reporter

E-Mail From: Tim Connor, Senior Editor, Camas Magazine To: Amy Cannata, 
Spokesman-Review Reporter (Copied to top editors at the S-R and Doug Floyd, 
ombudsman)

March 1, 2002

Dear Amy:

I read your River Park Square story this morning with interest and concern. One 
of two things is true here. Either your story (“Mayor hit with claims of patronage,” 
3/1/02) contains important errors which are deserving of timely correction, or 
there has been a litigation development in the last three weeks that I am simply not 
informed about, either through court papers or through reading your newspaper.
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If the latter is the case, please inform me by return e-mail.

You reported: “In fact, the city of Spokane fi led a claim against the Downtown 
Spokane Foundation and Ormsby’s law fi rm, Preston Gates & Ellis, after Siddoway 
took over the city’s River Park Square litigation.”

This is inaccurate.

The public records shows that the claim the City fi led against the Foundation was 
actually fi led in state court on July 18, 2000. That fi ling was done long before Laurel 
Siddoway and John Powers came to their city offi ces.

Secondly, if you look it up, you’ll fi nd there simply was no claim against Preston 
Gates & Ellis in the amended complaint Ms. Siddoway fi led in state court (the city’s 
second amended complaint after Lewis’s fi rst amendment in August of 2000) on 
February 7, 2001.

Thirdly, my research shows (and correspondence from Ms. Siddoway herself 
corroborates) that the fi rst party to name Preston Gates & Ellis was the bondholders 
in their Federal Court fi ling on April 24, 2001. If you read the relevant court fi lings I 
think you’ll see that Ms. Siddoway, in the city’s responses, actually pled ignorance 
to the vast majority of charges which the bondholders are alleging against Preston 
Gates & Ellis. (I have the relevant excerpts from these papers on my hard drive 
and I would be more than willing to share them with you and your editors at your 
request.) What I’m quite confi dent you won’t see is a claim of any sort by the City 
brought against Preston Gates & Ellis.

This issue did come up in our recent reporting because of council member 
Steve Corker’s expressed concern that the city’s litigation approach, under 
Ms. Siddoway’s direction, had avoided going after Mike Ormsby (the mayor’s 
campaign treasurer) and his fi rm. The following is an excerpt from Ms. Siddoway’s 
2/08/02 email which you can read, in whole, on our website at camasmagazine.
com.

“The City had not asserted a claim against Preston Gates prior to the Mayor’s 
taking offi ce, but it has since preserved its rights to seek contribution from all of the 
defendants through its answer fi led in the bondholders’ litigation.”

What this artful language ignores is that it was the bondholders-not the City-
who brought Preston Gates & Ellis into the case. The City’s “answer” is not even 
presented by Siddoway herself as the “claim” that you present it as. Thus, unless 
the City has fi led a new claim against Preston Gates & Ellis subsequent to Ms. 
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Siddoway’s email of February 8th, your story got it wrong.

Amy, this is a serious issue. You’re the City Hall reporter for the newspaper of 
record on a story that legally and otherwise pits your owner against the city and 
several public offi cials. Your owner and others indicate that the civic and fi nancial 
health of the city, if not the region, are at stake here. Your newspaper is pretty fresh 
from an apology about its coverage and an expressed willingness to improve its 
credibility.

Sourcing is the stock and trade of reporting. Where is your sourcing? Why are you 
and your editors so certain of the above “fact” to dispense entirely with the normal 
process of disclosing the documentation you relied upon? Even if the facts were 
correct-and they’re not-your declaration hardly belongs on the news pages.

Here is a situation where an advocate (Ms. Siddoway) is literally trying to argue 
that-contrary to public criticism-she’s actually being harder on Mr. Ormsby and 
Preston Gates & Ellis than was her predecessor. It is an important issue if, for no 
other reason, the fact that Ormsby is the mayor’s campaign treasurer. There are at 
least two points of view here and yet you treat one viewpoint as gospel and simply 
presume the other to be so wrong as to dispense with it altogether. I would suggest 
that, in this morning’s story, what happened is that you allowed the mayor’s 
special counsel to take your journalistic fi shing gear hook, line, sinker, reel and 
deck chair. And I think you need to set the record straight.

Again, if I’ve overlooked some facts here, do let me know. I intend to do more 
reporting on this subject and I would like to include your response.

Sincerely, Tim Connor

THE END
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JUDGE TO CITY: PAY UP, AGAIN (MARCH 22, 2002)
Setback for the mayor’s legal strategy

For the second time in two years a Spokane County superior court judge has 
ruled that the City of Spokane is required, under a 1997 ordinance, to loan all of 
its parking meter collections to support the fi nancially strapped River Park Square 
garage.

As part of an opinion issued Friday morning, Judge James M. Murphy posted 
a new “writ of mandamus” requiring the city to make a $3.3 million loan to the 
Spokane Parking Public Development Authority, the insolvent public agency that 
operates the garage.

Within hours of Murphy’s ruling, Mayor John Powers expressed a strong objection, 
stating he believed it was “wrong on the law and wrong on the facts.” He also 
indicated the city would move quickly to appeal.

“The decision whether to appeal is mine to make,” Powers said in a written 
statement, “and my strong inclination is to appeal. I want to obtain input from each 
of the City Council members before I make a fi nal decision, however.”

Incumbent in Murphy’s ruling was a straightforward rejection of the argument 
that, for a over a year now, has been at the heart of the city’s legal strategy. This 
argument is that the emergency “Off Street Parking Ordinance,” passed by the 
1997 city council, limited the city’s pledge of parking meter funds in a manner that 
protects the city from the brunt of the garage’s fi nancial troubles. With Powers’s 
enthusiastic support, special counsel Laurel Siddoway has been trying to persuade 
the public, the current city council, and the courts that the city in 1997 really never 
intended that parking garage revenues would go fi rst to pay debt service on the 
$31.5 million in bonds sold to purchase the garage from Spokane developer Betsy 
Cowles.

On two prior occasions, Murphy issued rulings adverse to this interpretation. 
However, in presenting before the Spokane City Council earlier this month, 
Siddoway expressed confi dence that Murphy would reverse himself once she had 
been given the opportunity to present more evidence to support her view.

The judge, however, was unmoved.

“In order to entice bondholders,” Murphy found, “it was represented that debt 
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service would be the fi rst priority” of garage revenues and that the city had 
promised to loan its parking meter money to the PDA in the event that revenues 
after debt service were inadequate to cover ground rent payments and operational 
expenses. “That,” he observed, “is exactly what has occurred.”

Murphy’s discussion of the meaning of the ordinance was surprisingly terse. He 
noted that he had addressed the matter in an opinion issued in December 2001 and 
simply reported that the facts analyzed in that opinion “need not be restated.”

Powers wasn’t the only city offi cial objecting, loudly, to Murphy’s decision. 
Councilman Steve Eugster-a persistent critic of Powers’s and Siddoway’s handling 
of the River Park Square litigation-said he would go to jail rather than vote to loan 
parking meter money.

“The opinions the judge has rendered in this case are bad law and bad logic,” 
Eugster said, referring to Murphy’s recent rulings. “The people entrusted to protect 
the people are not protecting the people.”

Eugster was especially critical of Murphy making his ruling without conducting a 
formal hearing that would allow presentation of evidence of conspiracy and fraud 
in the garage transaction. He also complained that the judge’s order for the loan 
raised important separation-of-powers issues as well as practical problems for the 
city.

“What is the loan supposed to look like, for Christ sake?” Eugster asked. “What are 
the terms supposed to be?”

Friday’s ruling comes at the request of attorneys for Cowles family real estate 
companies and the PDA. At a hearing on March 15 Murphy agreed with a motion 
brought by garage bondholders to halt most proceedings in state court, pending 
the outcome of the federal securities fraud litigation in which both the city and 
Cowles real estate companies are defendants. However, he did agree with Cowles 
attorneys, bondholders, and the PDA that state court was the proper jurisdiction 
to resolve the important legal question about how the 1997 ordinance should be 
interpreted. He also agreed to rule on the mandamus writ that, if enforced, would 
literally require the city to loan all of its parking meter money to the PDA, even if 
there’s no possibility that the loans will ever be repaid.

Murphy’s issuance of the writ seems likely to trigger a sequence of events similar 
to that which unfolded after fellow Spokane County Superior Court Judge Michael 
E. Donohue issued a similar writ in May 2000. At that time, the city successfully 
obtained a stay on the writ (ordering the payment of $600,000 in parking meter 
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revenues as compared to the $3.3-plus million at stake in Murphy’s ruling) until the 
ruling could be appealed to the state supreme court.

The city won that round, with the supreme court unanimously fi nding in February 
2001 that the two city offi cials named in the fi rst writ (then-city manager Henry 
Miggins and then-city attorney James C. Sloane) did not have the legal authority to 
make the loans absent a vote of the city council.

This time, however, the writ names Mayor Powers and all members of the city 
council, and demands that they immediately loan $3,344,856.60 to the PDA to cover 
back payments in ground rent, operations and maintenance, and accrued interest.

Among the immediate complaints the city offered to Murphy’s ruling is that 
the judge acted to order city payments to Cowles companies while “the (RPS) 
Developer has failed to respond to discovery requests for its documents.”

“Public trust is not served,” Powers wrote, “when this kind of decision is entered 
before the Developer has cooperated with the basic information-sharing that is 
supposed to happen fi rst in litigation.”

On March 15 Murphy stayed other developments in the case (with the exception 
of the mandamus ruling) in deference to the sprawling federal litigation pending 
before District Court Judge Edward Shea. Discovery is ramping up in the federal 
case, and depositions for dozens of witnesses will begin next month.

However, Murphy’s ruling on the “fl ow of funds” issue will almost certainly 
prevent the city from raising it as a defense in federal court. In this respect, 
Murphy’s ruling appears to be a major setback for Powers and Siddoway, who had 
situated the argument as the centerpiece of their RPS legal strategy.

Conversely, Friday’s ruling is unquestionably a welcome vindication for former 
city bond counsel Roy Koegen and his fi rm, Perkins Coie. An intrinsic part of 
Siddoway’s argument was that Koegen had misrepresented the city’s commitment 
under the ordinance when he issued a formal opinion for the bond offering in 1998. 
In simplest terms, Murphy’s ruling confi rms Koegen’s certifi cation to bondholders 
that the city had indeed promised to loan its parking meter money under a fl ow of 
funds agreement in which garage revenues went fi rst to debt service.

In April 2001, the city formally fi led a claim against Koegen and Perkins Coie as 
part of the city’s response to securities fraud charges fi led against the city in federal 
court. One of many questions raised by today’s ruling is whether the city will now 
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drop its claim against Koegen and his fi rm. The mayor didn’t address that issue in 
his statement. Siddoway could not be reached for comment.*

THE END

To download Judge Murphy’s decision, click here.

*Reached after press time, Laurel Siddoway indicated the judge’s ruling would 
have no effect on the city’s claim against Koegen. “I don’t see how that [Murphy’s 
decision] has anything to do with it,” she said.

Copyright (c) 2002 by camasmagazine.com
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SCHWARTZ FILES RELEASED (MARCH 23, 2002)
A Former City Attorney Tried Unsuccessfully to Block Excessive Cowles Profi t-
Taking

Records could be equally embarrassing to the city and the Cowles family

As Spokane’s negotiations with the developer of River Park Square unfolded in 
1998, former city attorney Stan Schwartz quietly registered his objections to certain 
aspects of the deal in memos he confi ded to his personal work fi le. On March 19, 
after long withholding the material as confi dential, the city fi nally released what 
appears to be most of Schwartz’s remaining records.

An earlier batch of Schwartz notes and memos was turned over to Camas 
Magazine last July as part of the city’s fi rst response to a lawsuit fi led by the 
magazine under the state’s public disclosure law. The latest release came in 
response to a recent court order by Spokane County Superior Court Judge James 
M. Murphy.

Among the revelations contained in the newly released documents:

Schwartz objected to Cowles taking half of garage profi ts

¥ In a July 13, 1998 memo, Schwartz noted, “On this date I met with City Council 
Members Rob Higgins, Orville Barnes and Phyllis Holmes; including staff of Bill 
Pupo, Pete Fortin, Jim Sloane and Roy Koegen of Perkins Coie.” (Pupo was city 
manager, Fortin was deputy city manager, Sloane was city attorney, Koegen was 
the city’s bond counsel.) The meeting’s purpose was to discuss the city’s loan of 
nearly $23 million of its Housing and Urban Development (HUD) funds to the 
Cowles family to help build River Park Square.

At that meeting, noted Schwartz, he objected to the city allowing the Cowles family 
to take half of any profi ts earned by the River Park Square garage. Such profi ts 
would be on top of the $26 million paid to purchase the garage from the family 
and another $18-plus million obligated to the family through garage “ground rent” 
payments through the year 2018.

Schwartz deemed the additional private profi t-taking inappropriate, because 
the garage was fi nanced as a public facility and was to be owned, not by Cowles 
companies, but by a non-profi t foundation.
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“Council member Barnes stated that this profi t payment is really ‘variable ground 
rent,’ “ wrote Schwartz, “which is warranted given the asset the City is going to 
receive.” The asset Barnes referred to is the garage after it is paid for in 20 years.

¥ The same memo noted that Schwartz had been instructed not to negotiate for a 
“Bad Boy Provision,” which he and former bond counsel Koegen had fought for 
in the city’s loan agreement with the Cowles family. That provision would have 
made the Cowleses responsible for “any intentional misrepresentation or fraud 
associated with [the project’s] pro formas.”

¥ In an August 25, 1998 memo, wrote Schwartz, “Today, I met with Peter Fortin, Jim 
Sloane, and Roy Koegen...” The subject was the garage. Again, Schwartz objected 
to the Cowles profi t-taking.

“I stated it did not make sense to me that variable ground rent would be paid to 
the Developer above and beyond the purchase price [of the garage]. This seemed 
to be an unnecessary payment in that the Developer is realizing its profi t through 
the purchase price and should not be allowed to obtain any additional funds... “ 
Schwartz was apparently overruled on this concern. He wrote: “It was felt that 
this matter had already been brought before Finance [referring to the city council’s 
fi nance committee, of which Barnes was the longest serving member] and had been 
negotiated by Orville with concurrence of the City Council.”

The same memo noted that if poor garage revenues required the loan of the city 
parking meter funds, the Cowleses would be able to take their 50 percent garage 
profi ts before the city was paid back. “This did not seem appropriate,” objected 
Schwartz, “in that debt should be paid before any profi t is taken.... This is a matter 
which will be taken up with Finance.”

Such revelations complicate the city’s present legal strategy for resolving the River 
Park Square crisis. Until now Laurel Siddoway, the city’s special counsel for RPS 
litigation, has argued that the 1997 city council that approved the deal somehow 
didn’t embrace the project’s fi nancing as it was offi cially represented to those 
who purchased the garage’s bonds. The Schwartz fi les provide new evidence that 
corroborate the statements of former city bond counsel Roy Koegen. In previous 
interviews with Camas Magazine, Koegen indicated that city council members 
were deeply involved in the most controversial aspects of the RPS transaction. 
Moreover, Schwartz’s memos show it wasn’t just members of the fi nance 
committee who were involved in providing guidance on the city’s negotiations 
with the Cowles family. One of the council leaders pushing the River Park Square 
partnership was Phyllis Holmes. The memo records that Holmes was present at the 
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July 13, 1998 meeting with Schwartz, even though she was not a formal member of 
the council’s fi nance committee.

The Schwartz memos refer to important fi nance committee decisions. Yet strangely, 
there are no fi nance committee meeting minutes dealing with River Park Square 
issues for this period of time. Indeed, the fi nance committee kept no minutes of its 
meetings for the entirety of 1997. The absence of such records is in itself a violation 
of state law. Perhaps worse, however, is that the Schwartz memos (coupled 
with the conspicuous absence of any offi cial documentation of how the fi nance 
committee made the decisions Schwartz describes) could undermine Siddoway’s 
latest legal maneuver to try to protect the city from liability.

Earlier this month, Siddoway announced Spokane would seek to change its 
strategy in the federal RPS litigation. She said the city would take action under the 
state’s Uniform Fraudulent Transfer Act. Her purpose was to try to cover the city if 
she lost her critical argument in Judge Murphy’s court. Namely, that the city’s 1997 
parking ordinance doesn’t unequivocally commit city loans to pay bondholders 
should garage revenues fall short. (On March 22, Judge Murphy ruled against 
Siddoway’s interpretation. See “Judge to City: Pay Up.”)

Having lost her so-called “fl ow of funds” argument, Siddoway must now turn 
to Plan B. Here she argues that the city was harmed by “integrated fraudulent 
transfers.” Siddoway now charges that the city was injured by agreements among 
Cowles real estate companies, the Spokane Downtown Foundation and the Parking 
Public Development Authority (PDA) to pay millions of dollars more for the 
garage than it was really worth, and to pay millions more in “ground rent” than is 
warranted, given the actual market value of the land beneath the garage.

This is much the same argument fi led by O. Yale Lewis, Siddoway’s predecessor 
as special counsel, nearly two years ago in state court. The difference is that where 
Lewis suggested city offi cials and council members were part of the conspiracy to 
divert public funds for private use, Siddoway’s new argument is that the city was 
innocently betrayed by the Cowleses, the PDA, and the foundation.

Schwartz fi les contradict Siddoway

In their defense, offi cers of the PDA and the foundation will likely contend-as they 
have in interviews with Camas Magazine--that they simply rubber-stamped a deal 
worked out between Cowles negotiators and the city. This is where Schwartz’s fi les 
could prove deadly to his former client. His notes and memos indicate that it was 
the city council itself that overruled his objections to the subsidies being demanded 
by Cowles negotiators.
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“It’s an interesting move,” says city councilman Steve Eugster about Siddoway’s 
new tactic. “But one wonders how the fraudulent transfer charge applies when the 
city itself was part of the fraud.”

That’s why release of the Schwartz fi les is tangled in irony that could prove equally 
embarrassing to the city and the Cowles family, the most intractable adversaries in 
the River Park Square brawl. It’s hard to say which combatant will ultimately fi nd 
the Schwartz revelations most punishing.

For one thing, details contained in Schwartz’s fi les show that had the former city 
attorney succeeded in moderating the excesses of the garage ground lease, it likely 
would have improved the deal’s chance of surviving Internal Revenue Service 
scrutiny. As things turned out, both the IRS and Spokane county prosecutor have 
issued rulings disqualifying the garage bonds and revenues from tax exemptions. 
One reason: too much private profi t-taking. Both the county and the IRS have 
specifi cally zeroed in on the “variable” rent portion of the garage lease. That’s 
precisely the objection Schwartz recorded in his 1998 fi le memos.

Surprisingly, what fi nally jarred loose the Schwartz fi les was a legal maneuver by 
the developer’s own law fi rm. Camas Magazine has sought release of those fi les 
since January of 2000. The contents of some of the Schwartz documents fi gured 
prominently in the decision of Councilman Eugster to sue for their release. Even 
though Laurel Siddoway sought to protect them as confi dential, Eugster, as a city 
council member, was able to review them. He was incensed by what he saw.

Especially troubling to him was evidence that former Councilman Barnes may 
have worked with the developer to overrule important advice by city legal staff. 
Eugster called Siddoway’s efforts to keep Schwartz’s fi les out of public view an 
abuse of privilege and bitterly criticized her for it. Then, Witherspoon Kelly, the 
Cowles family’s lawyers, demanded release of records used in a report done by 
the city’s former River Park Square special counsel, O. Yale Lewis of Seattle. Those 
records happened to include the Schwartz material. Judge Murphy agreed with 
Witherspoon Kelly and ordered the fi les made public. At long last, daylight hit 
the coveted fi les of Stan Schwartz and previously hidden aspects of the River Park 
Square deal they contained.

A detailed analysis of the Schwartz fi les will be the subject of future Camas 
reporting.

THE END
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***Related document downloads:
July 13, 1998 Schwartz memo,
August 25, 1998 Schwartz Memo
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BLOCKING MANEUVER (APRIL 7, 2002)
City Aims to Thwart Discovery in Camas Public Records Suit

Move Would Bar Depositions of Additional City Offi cialsAbout Handling of 
Crucial River Park Square Documents

If Spokane city attorneys have their way, Camas Magazine will be allowed to 
conduct no further depositions as part of its River Park Square-related public 
records lawsuit. Moreover, a motion for a protective order the city fi led last week 
with Spokane County Superior Court Judge James M. Murphy would also relieve 
the city from having to answer additional written questions about the management 
and fate of scores of critical River Park Square documents.

The records in question describe the city’s involvement in the public/private 
partnership with the Cowles family to develop the family’s controversial 
downtown shopping center.

The depositions, both oral and written, that the magazine seeks constitute 
testimony sworn to be true under penalty of perjury. These depositions are 
important because, among other things, it appears that the city’s most sensitive 
decisions regarding RPS were either purposefully not documented or the records of 
those decisions have not yet been identifi ed or produced to Camas Magazine.

As part of its lawsuit, last fall Camas notifi ed the city of its wish to depose several 
former and present city offi cials, including current city councilwoman Roberta 
Greene. With one exception, the city resisted the magazine’s request to schedule 
those depositions (former assistant city manager Dave Mandyke was deposed in 
November). Although the city has responded to basic questions about its records 
policies and practices, it has so far declined to provide answers to written questions 
that the city itself had requested be directed to specifi c city offi cials for written 
answers. In January the city informed Camas that it would oppose the further 
discovery the magazine is seeking.

The city’s motion for a protective order to block that discovery was fi led April 
2, a month after the magazine’s motion to compel discovery. Camas fi led a 
memorandum replying to the city’s motion for protective order on April 5.

A hearing to resolve the discovery dispute is scheduled for April 12th at 11 a.m. in 
Judge Murphy’s court.
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The city gives several reasons for its requested protective order. Its primary 
legal argument is that because the magazine’s complaint arises under the special 
conditions of the state’s public disclosure act, the magazine is not entitled to 
discovery, if at all, unless and until the court has issued what is known as a “show 
cause” order. Such an order would require the city to present legal justifi cation for 
withholding documents that the city believes are exempt from disclosure under the 
act.

In response to this argument, Camas attorney David Blair-Loy argues that normal 
rules of civil procedure apply to this case. He maintains that discovery is necessary 
to determine why the city withheld more than 100 documents it now concedes 
should not have been withheld and to determine whether the city has yet to 
identify and/or provide additional River Park Square documents.

In addition to its legal arguments, the city says it is obliged to resist further 
discovery in the Camas case to avoid a situation where public records requests of 
the city lead quickly to “citizen discovery guaranteed to cripple the City Attorney’s 
offi ce or burden the City with costly outside representation.” The city also suggests 
that Camas is using discovery in the lawsuit as “an investigative reporting 
method” to give the magazine “an advantage they would enjoy over other media 
covering the River Park Square story.”

Responding for Camas, Blair-Loy notes that the magazine’s discovery has been 
legitimately “directed at identifying RPS-related public records and understanding 
the process” by which the city compiled the documents and responded to public 
records requests. These are issues that Washington courts typically consider in 
assessing penalties in public records cases. Blair-Loy stated that Camas welcomes 
other media at any depositions and will share the fruits of discovery with any other 
journalist.

“For over two years,” Blair-Loy writes in his response to the city, “the City 
withheld numerous public records, in serious violation of the public’s right to 
know, and today, the City still cannot account for signifi cant RPS-related records 
that are expressly referred to in other documents. Camas Magazine, and the public, 
unquestionably have a right to know the extent to which the City has violated 
the Public Records Act and whether such violations resulted from intention or 
inattentiveness.”

Blair-Loy’s response is accompanied by a new declaration from Camas senior 
editor Tim Connor, identifying additional missing documents and other anomalies 
discovered in reviewing the city’s most recent records release.
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THE END

Download:

Camas Motion to Compel Discovery

City’s Motion for Protective Order

Camas Reply

Tim Connor Declaration (4/5/02)

Copyright (c) 2002 by Camas Magazine.
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MAKE THE LOAN OR ELSE, CITY TOLD (APRIL 11, 2002)
Parking Agency Also Moves to Cut Rates  

THE BOARD OF THE PUBLIC AGENCY that operates the River Park Square 
garage voted unanimously today to pursue a contempt of court citation against 
the City of Spokane. The decision comes 20 days after Superior Court Judge James 
M. Murphy ordered the city to loan more than $3.3 million to the Parking Public 
Development Authority (PDA) pursuant to the city’s 1997 Off Street Parking 
Ordinance. The fi nancial cornerstone of the downtown mall’s development, the 
ordinance authorized the $26 million purchase of the garage from Cowles family 
real estate companies.

Ironically, the PDA board vote took place in a cramped conference room adjacent 
to the mayor’s offi ce at City Hall. Two of the four votes came from two city council 
members-Roberta Greene and Cherie Rodgers-who, for the past four years, have 
consistently opposed each other on issues related to River Park Square. Greene 
has been a member of the PDA board since 1997 and Rodgers joined the board two 
years ago.

As much as anything, the PDA board’s decision was a vote of confi dence for Jim 
King, the Spokane lawyer who has represented the struggling agency pro bono 
for the past two years. King has been an outspoken critic of the strategy adopted 
by Mayor John Powers and special counsel Laurel Siddoway to try to resolve the 
garage legal imbroglio. In January, King fi led an extensive cross-claim on PDA’s 
behalf against the city in federal court seeking monetary damages for the harm 
caused the agency by the city’s unwillingness to fi nancially support the agency as 
required by the 1997 ordinance.

Despite Judge Murphy’s March 22 order that the city loan the money “forthwith,” 
King explained, the city has neither loaned the money nor obtained a stay from 
Murphy or an appellant court that would postpone the loan pending further 
judicial review.

The PDA board decided against going into executive session today to hear King’s 
recommendations. King explained that Judge Murphy’s signature on a “writ of 
mandamus” sustained the PDA’s arguments, to date, that the city is obligated to 
make loans to the PDA to support ground rent and operations payments to River 
Park Square.
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“My recommendation,” he told the board, “is to pursue our gains under the writ as 
aggressively as we can.”

What that meant, he explained, is that the PDA should either bring its own motion 
for a contempt citation against the city or join such a citation if one is imminent 
from the lawyers representing River Park Square who initiated proceedings for 
the order. The board approved King’s recommendation with the provision that 
King check fi rst with city special counsel Laurel Siddoway to determine if the city 
is immediately prepared, absent the contempt motion, to release the $3.3 million 
either to the PDA or to the court.

Rodgers expressed frustration that Powers and Siddoway have not clearly 
communicated to the city council their positions with regard to responding to 
Murphy’s ruling. She noted that a proposed ordinance addressing the obligation 
was pulled from the council’s April 8 agenda. She said her current understanding is 
that two proposed ordinances dealing with the garage loan will be brought before 
the council on April 15th.

In other action, the board voted 3-1, with Rodgers opposing, to lower the garage’s 
maximum daily charge to parkers from $8 all day to $5 all day. The vote followed 
a strong recommendation from River Park Square project manager Bob Robideaux 
to lower the daily maximum charge because the garage is losing daily parkers to 
other downtown lots and garages. Mike Edwards, president of the Downtown 
Spokane Partnership, joined Robideaux in appealing for lower rates and strongly 
suggested the board consider a reduction to a $4.50 maximum daily rate.

The issue underscores what has been a grim paradox for the garage. Revenue 
projections offered the city and bondholders were based on high demand for 
the garage but no discounts from the $1.50 hourly rate. Those high charges 
are evidently the main cause for the garage’s miserable fi nancial performance. 
Numbers of parking customers rarely approach the facility’s capacity of over 1,300 
spaces.

While the PDA board hopes the rate reduction will bring in a new crop of daily 
parkers, it is also a belated concession that the garage has shown no signs of 
coming anywhere near fi nancial projections that were based on a full house, with 
customers paying $1.50 an hour. In casting her vote against the move, Rodgers 
noted that monthly obligations for debt service alone are now approaching 
$200,000, and that the garage continues to fall behind on payments. She said she 
felt a vote to lower the maximum daily rate would likely cost the garage future 
revenues if, as most hope, the number of garage customers increases over time.
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Board member Bob Glatzer, in voting for the rate reduction, observed that the 
garage is in a position that airlines sometimes experience. When high prices lead to 
empty seats for passengers, he said, the better approach is to lower prices and try 
to fi ll the seats.

“Speaking for myself,” he said, “I won’t park at River Park Square if I’m going to 
be parking downtown for more than two hours, because I don’t want to pay that 
high, all-day rate.”

Even with the existing rates, Robideaux indicated to the board that the garage is 
making modest progress on both the number of parkers per day and the average 
fee, an amount he says is now over $2.50 per car. Projections provided the city in 
1996 indicated that the revenue per car would be $4.50 for the average shopper and 
$3.75 for the average moviegoer. Among other things, these projections created the 
basis for “investment value” appraisals that drove the purchase price of the River 
Park Square garage to a negotiated sum of $26 million.

The PDA meeting was the board’s fi rst since January and the fi rst time it had been 
briefed, in person, by King this year. As for progress on an overall solution to the 
River Park Square litigation, King was pessimistic. “I don’t see any movement 
toward a resolution,” he said.

King warned that the impasse is headed for a federal trial with costs in the millions 
of dollars. “The math is pretty simple,” he said, reporting that 75 people involved 
with the garage deal had been “noted” for depositions and that each deposition 
could be expected to consume as much as four days. “That’s 300 days of deposition 
with ten to twelve lawyers present and a court reporter.”

THE END

Copyright (c) 2002 by Camas Magazine.
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JUDGE RULES FOR DISCOVERY IN CAMAS CASE (APRIL 24, 2002)

Camas Magazine is entitled to discovery as part of the magazine’s public records 
lawsuit against the City of Spokane. In a nine-page opinion, Spokane Superior 
Court Judge James M. Murphy denied the city’s request to bar the magazine’s 
attorney from deposing city offi cials and from submitting further written questions 
that the city would be required, under court rules, to answer. Judge Murphy’s 
decision, dated April 19th, was received yesterday by the magazine’s attorney, 
David Blair-Loy of the Center for Justice.

The city has not made city offi cials available for deposition since last November 
and, in January, informed Blair-Loy that it would no longer cooperate with 
discovery absent a court order. Blair-Loy requested such a court order with a 
motion to compel discovery, which he fi led in early March. The city responded by 
seeking a protective order from Judge Murphy on April 2nd.

Among the reasons the city gave to bar discovery was that standard rules for civil 
discovery don’t apply to actions brought under the state’s public records law. 
Instead, the city suggested, the magazine was fi rst obligated to obtain a “show 
cause” order from the court that would compel the city to defend its decision not 
to release records sought under the state’s disclosure law. The city also contended 
that the magazine was abusing the process by using discovery as “an investigative 
reporting method” that would give it an unfair advantage over other media 
covering the River Park Square controversy.

Judge Murphy took note of the magazine’s arguments that the city may not yet 
have identifi ed all of the documents to which the magazine is entitled.

“In the Court’s opinion,” wrote the judge, “the Public Records Act does not 
mandate limited discovery. The Rules for Civil Procedure govern the procedural 
aspects of this litigation, including discovery requests. All documents not otherwise 
privileged shall be made available in order for the plaintiffs to present their claim 
against the City of Spokane for PRA violations. The scope of discovery is limited 
to what documents were withheld and why the determination for withholding the 
same was made. In addition, reasonable discovery is permitted to determine if all 
relevant documents are catalogued.”

Judge Murphy also used his opinion to report on his review of 18 documents that 
the city has continued to withhold from Camas and from Spokane city councilman 
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Steve Eugster in Eugster’s private capacity. Based on his review of the documents, 
Judge Murphy decided that each are withheld appropriately by the city in 
accordance with attorney/client privilege and work product exemptions specifi ed 
by the state law.

THE END

Download Judge Murphy’s Opinion

Copyright (c) 2002 by camasmagazine.com
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THE HIDDEN STORY OF RIVER PARK SQUARE (MAY 20, 2002)
In a legal proceeding, Tim Connor reveals the secrets in a former city attorney’s 
fi les

WHEN TIM CONNOR used the Washington State Open Public Records Act to 
request River Park Square documents from the City of Spokane on January 27, 
2000, a high stakes chess match began. It was a uniquely American contest. On one 
side was a dogged reporter. On the other were a developer/newspaper publisher 
and city offi cials who didn’t want people in Spokane to ever understand how tens 
of millions of their dollars had been handed over to the Cowles family to help them 
redevelop their downtown real estate. As the Cowleses repeatedly insisted, they 
were refurbishing their River Park Square mall to “save downtown.”

Really? That’s what Connor wanted to fi nd out.

Because of the way the city responded to the records request, Connor and Camas 
Magazine are now suing the city for violating the state’s Open Public Records Act. 
This litigation, like our reporting, is an exercise in public accountability, and so 
we’re posting briefs, memos and related documents on this Web site. To download 
the most recent Camas fi ling, a motion for summary judgment, see below. This 
motion is only part of the Camas lawsuit. The rest will follow after depositions of 
present and former city offi cials are taken. That discovery, and the legal actions that 
follow, will also be posted here.

Part of the current motion, relating to long-withheld records, is Tim Connor’s 
personal declaration. It describes newly released documents of former assistant city 
attorney Stan Schwartz and how they reveal the backroom politics that built River 
Park Square. Some of the revelations could have impacted the 2000 mayoral and 
city council elections. The records offer a stunning glimpse of government done 
secretly. Additionally, the records provide a candid snapshot of life in Spokane. 
Here is alarming insight into the plight of a community-Washington’s second 
largest city-where a newspaper-publishing/property-owning family appears to 
have concentrated so much power as to subvert the health of democracy in its 
community.

If the Schwartz records raise questions about the shadowy way the Cowleses and 
city offi cials developed River Park Square, they also cast doubt on the city’s current 
willingness to face facts. Candidate John Powers campaigned on a pledge to heal 
Spokane of the crippling injury of RPS by exposing the truth about what happened. 
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Powers was elected, but the city still hasn’t fulfi lled that promise.

“First and foremost, we need to get out all the facts,” Powers said in a press 
conference outside city hall and in a June 5, 2000 statement posted on his Web site. 
(See below for the full statement.) “The developer’s attorney was quoted last week 
as saying that in the fullness of time, if forced by litigation, all of the information 
the public is asking for might be disclosed. The fullness of time is now. Nobody, 
not the developer, and not the City, can afford the millions of dollars in legal costs 
and the years of civic paralysis that is the alternative. Today, as a citizen and as a 
candidate for mayor, I call upon the developer to share, in a forthright manner, all 
the documentation and information necessary to answer the questions about the 
project that have been raised.”

By refusing to release the Schwartz documents referred to in Tim Connor’s 
declaration, the city effectively abandoned one of the mayor’s most important 
promises. Reason: the Schwartz documents contain the very heart of the hidden 
story of River Park Square. They offer the truth John Powers promised to help 
uncover.

Connor fi rst requested those records more than two years ago. If it had been left 
up to the city, this disturbing evidence of the clandestine negotiations surrounding 
RPS would still be inaccessible. Whether or not the courts ultimately rule that 
Schwartz’s fi les prove city offi cials and the developer colluded in fraud, they 
clearly expose an embarrassing history. The city only released the documents 
when a surprising development in the complex litigation forced it to do so. (See 
“Schwartz Files Released”).

Under the American system of government, reporters like Tim Connor are not 
expected to be loyal to any one administration. When they sally forth into the self-
interested affairs of the world, armed with the power of the First Amendment, they 
are held to be in the employ of the public alone. Not governments, political parties, 
industry associations, professions or any other subset of society.

Reporters are supposed to work for everyone.

This country’s founders provided for a free press and constant vigilance over 
government because of an important insight into human behavior. They 
understood just how infernally inclined human beings are to abuse power.

The best way to minimize the abuse of power, the American theory goes, is to check 
it and balance it both within and without government via competing institutions. 
Inside government, this trick involves constant juggling between the executive, 
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judicial, and legislative branches. Outside government, what Thomas Carlyle called 
“the fourth estate”-the press-is supposed to keep government honest by acting as 
the public’s watchdog.

Properly done, journalism-providing history’s “fi rst draft,” in Philip Graham’s 
memorable words-should be the most subservient of occupations. In the best kind 
of reporting, reporters simply follow the facts heedless of where they lead. If facts 
strengthen or undermine a President, it’s not supposed to matter to reporters. If 
facts support or impede the use of public funds to construct a private downtown 
shopping center, that’s none of a reporter’s business, either.

What matters is getting the facts straight. What the public does with those facts is 
up to the public.

Good reporting is a little like good hitting in baseball. It’s a pitcher’s job to fool the 
batter. It’s the batter’s job not to be surprised, to stay loose and hit what’s thrown.

So it is with reporting. The world is full of surprises. If you want to hit for any kind 
of average at all as a reporter-that is, if you want to get a story as right as you can-
you’d better not ever think you know what facts are coming. You have to learn how 
to look for them. You have to wait them out.

Toward this end, among the most important tools at a reporter’s disposal is public 
disclosure law. Intended to insure that public business is done in the open, public 
disclosure law is as basic to democracy as stop signs are to traffi c safety.

Without this powerful law, neither Spokanites nor bondholders would ever be 
likely to learn where the mess of River Park Square came from. The bondholders 
pointed out in their securities fraud lawsuit against Spokane and the RPS 
developer they fi rst learned of the deal’s irregularities in Connor’s prize-winning 
“Secret Deal.”

It’s worth noting that Tim Connor didn’t just wake up one morning in January 
2000 and propose a story on River Park Square. The story found him. Sources 
concerned about how the massive hidden subsidies injected into the River Park 
Square project would benefi t the Cowles family at the expense of basic city 
services gave him information that pointed the way to a remarkable story. That 
story is still unfolding. This latest chapter doesn’t just include new facts about the 
perilously one-sided nature of the RPS public/private partnership. It also reveals 
the disheartening extent to which elected and unelected city offi cials worked to 
prevent the public from getting access to facts about key RPS decisions-and the 
consequences of those decisions.
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As Connor succinctly puts it at the end of his new declaration, the public had a 
right to know.

THE END

Downloads:

Camas Motion for Summary Judgment

Tim Connor Declaration

Bill Stimson Declaration

Referenced Schwartz Records

Copyright (c) 2002 by camasmagazine.com
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SCHWARTZ RECORDS (MAY 20, 2002)
Download recently released documents from the former city attorney’s fi les

To download documents from the Schwartz Files, see below. (For descriptions of 
the documents, see Tim Connor’s declaration of May 20, 2002.)

Document Reference Numbers:
#20
#32C
#32Fii
#32Fiii
#32H
#33B
#35
#45
#51
#56A
#61
#65
#81
#84
#85
#86
#88
#98
#106
#110
#111

THE END
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CAMAS ASKS COURT TO PENALIZE CITY (MAY 20, 2002)
For Withholding Key River Park Square Documents

Camas Magazine is asking a Spokane judge to assess a substantial civil penalty 
against the City of Spokane for withholding a key set of River Park Square 
documents in violation of the state open public records act.

“For more than two years the city knowingly withheld documents exposing how 
and why an inner circle of city offi cials agreed to risk millions of dollars in public 
funds to help subsidize Spokane’s most powerful family,” Camas publisher Larry 
Shook said. “This was information that we not only had a right to report, it’s 
evidence that, had we been able to publish it, could well have altered the outcome 
of the 2000 election and, thus, the history of Washington’s second largest city.”

The Camas action is a motion for summary judgment regarding more than sixty 
documents from the fi les of former assistant city attorney Stan Schwartz and 
certain other records. Camas fi rst requested these documents in January of 2000 
but only gained access to them in March 2002 when the city fi nally released them 
as a result of a state court order in the River Park Square litigation. At the time, 
the magazine’s lawyer had joined the Spokane Research and Defense Fund, 
represented by Spokane city councilman Steve Eugster, in contesting the city’s right 
to withhold the documents.

“Our argument,” says Camas attorney David Blair-Loy of the Center for Justice, 
“is that the city ignored basic tenets of public records law by persistently and 
unjustifi ably erring on the side of secrecy rather than disclosure. We think the 
courts need to send a powerful message that this is unacceptable. Washington’s 
public records law is there for a reason. It’s the cornerstone of open and 
accountable democratic government. The government doesn’t get to decide what’s 
good for the public to know. Without proper access to public records, reporters 
can’t tell the public what it needs to know to hold city government accountable.”

The Camas motion asks Superior Judge James M. Murphy to assess more than 
$740,000 in penalties. This is an amount that is considerably less than the maximum 
penalty Washington law allows but suffi ciently above the minimum, says Blair-Loy, 
to appropriately penalize the city, considering the number of documents withheld, 
the contents of the documents, and the repeated abuses of settled law regarding the 
limits on when agencies can legitimately withhold records as confi dential.
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The Camas motion fi led Monday deals only with the documents the city fi nally 
released in March. The remainder of the magazine’s litigation involves well over a 
hundred additional documents, many of which the city says it withheld because of 
mistakes made by the city attorney’s offi ce. In an April 19, 2002 decision, Murphy 
overruled the city’s objections to discovery in that part of the case. His ruling will 
allow the magazine to conduct discovery to determine the full extent of the River 
Park Square documents the city withheld and the circumstances under which they 
were withheld.

Monday’s motion is accompanied by a 32-page declaration by Camas senior 
editor Tim Connor. His statement describes the importance of the withheld 
documents and how they would have added to his 2000 “Secret Deal” reporting. 
The series earned two national investigative reporting awards from the Society of 
Professional Journalists. A declaration from Dr. William Stimson, a veteran Spokane 
reporter, historian, and Eastern Washington University journalism professor also 
accompanies the motion. In his declaration, Stimson says he regards the city’s 
actions in withholding the Schwartz documents a “textbook” example of an abuse 
of the public’s right to know.

THE END
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CITY HALL INTIMIDATION (MAY 26, 2002)
Councilwoman Cherie Rodgers says city administrator verbally assaulted her.

Councilwoman Cherie Rodgers says she has fi led a formal complaint against city 
administrator Jack Lynch because of a May 16 incident at city hall. Rodgers says the 
complaint was fi led Friday with an assistant to Gary Persons, the city’s director of 
human resources.

The complaint stems from a heated confrontation between the councilwoman and 
Lynch that was witnessed, in part, by KREM-2 news reporter Kevin Oliver and city 
councilman Steve Corker. In her complaint, Rodgers alleges that Lynch was “out 
of control” with anger during the encounter, made “false accusations” about her 
involvement in a recent controversy, and treated her in manner she regarded as 
“extremely intimidating and humiliating.”

Lynch was asked about the incident at a city hall press briefi ng on May 23rd. He 
was reluctant to acknowledge the exchange with Rodgers and generally declined to 
comment on it. He also questioned the motivation of both Rodgers and Corker for 
talking about the incident with a journalist without having reported it to the mayor 
or other city authorities.

Oliver confi rms he witnessed the beginning of the heated encounter after taping 
an interview with Rodgers outside the council’s sixth fl oor city hall offi ces. Lynch 
arrived as the KREM-2 reporter and his cameraman were about to leave. According 
to Oliver, the city administrator immediately complained that the story he was 
doing wasn’t “newsworthy.” Lynch then “started accusing her [Rodgers]. He was 
right in her face,” says Oliver.

Oliver and Rodgers say Lynch was accusing Rodgers of leaking a story to Oliver 
that the KREM reporter had broken the night before. The story involved complaints 
from a local garden club that the city had blocked its efforts to post “Lilac City” 
welcome signs on some city arterials and had instead ordered city-made signs 
bearing Mayor Powers’s name. Rodgers says she did not leak the story to Oliver. 
The KREM reporter corroborates that assertion. Oliver insists he found the story 
without any help from the councilwoman. Rodgers says Oliver had simply asked 
her to go on the record with her statements that, after the story broke, she had 
learned from unnamed city employees that the mayor approved the directive 
to post the signs bearing his name. All told, the welcome sign story had become 
a sudden embarrassment for the Powers administration as KREM continued 
to broadcast updates. Though hardly earth-shaking, the story was colorful, 
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contrasting an apparently vain mayor with frustrated, civic-minded senior citizens. 
Other media picked it up.

According to Rodgers, Lynch followed her back into her offi ce and continued to 
challenge her, not just on the sign story but with accusations about her overall 
conduct as a frequent Powers critic.Corker says he was back in his offi ces in 
the rear of the council section when he heard Lynch’s raised voice coming from 
near the entrance. He didn’t know Lynch was yelling at Rodgers until a shaken 
receptionist called him to intervene. As he came around the corner into Rodgers’s 
cubicle he saw Lynch standing over the seated councilwoman with “his face a 
couple inches from her and just shouting at her.” Only when Lynch saw him, says 
Corker, did Lynch back off from Rodgers even as he kept yelling at her. Corker says 
he then told Lynch to leave Rodgers alone and chastised the city administrator for 
inappropriate conduct toward an elected offi cial.

“It scared her,” Corker said later about the incident’s effect on Rodgers. “It went 
well beyond a temper tantrum. I think she felt physically threatened.”

Rodgers said she assumed that since she was an elected offi cial that she could not 
fi le a complaint against Lynch. She learned Thursday from city union members 
(who, she said, had heard about the episode from other witnesses) that she was 
entitled to fi le a complaint just like any other city employee. She was also disturbed 
that Lynch had not subsequently approached her to apologize for his conduct.

“That really bothered me,” Rodgers said. “I’ve got four more years up here [at city 
hall] and I don’t want this to happen again.”

Rodgers says it will now be up to Persons and his human resources staff to 
determine whether to investigate the complaint and what actions to take if the 
alleged conduct is found to violate city work rules.

THE END

(Download transcript of Lynch’s comments.)

Copyright (c) 2002 by camasmagazine.com
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CAMAS WINS JOURNALISM AWARDS (JUNE 2, 2002)
Kudos for 2001 reporting include top national award for “All in the Family” by 
Larry Shook.

Larry Shook’s examination of Cowles family confl icts of interest earned a fi rst-place 
award for media reporting in the annual Alternative Newsweekly Awards. Shook’s 
reporting appeared in a two-part series, “All in the Family,” that was published 
simultaneously on this web site and in The Local Planet, one of Spokane’s two 
weekly newspapers.

The Local Planet also won fi rst-place for feature writing for a compilation of 
accounts in the aftermath of the World Trade Center buildings in New York. The 
awards, announced May 31st, were selected from entries submitted by the nation’s 
weekly newspapers, including such prominent publications as The Village Voice, 
the Seattle Weekly, the LA Weekly, Willamette Week and Gambit Weekly of New 
Orleans.

Shook’s award for “All in the Family” was his second award for the articles. The 
same articles had earlier won fi rst-place for investigative reporting from the Inland 
Northwest Chapter of the Society for Professional Journalists. It was the second 
time in four years Shook earned the top regional SPJ award for investigative 
reporting. (The other was for “Burned,” the story of Spokane’s municipal 
incinerator.)

The “All in the Family” articles are available on this web site and in the book, 
Under the Infl uence: Spokane, the Cowles Family, and River Park Square. Last 
month, the national Investigative Reporters and Editors (IRE) organization noted 
the “Under the Infl uence” collection in the online investigative reporting award 
category. Although no web site took a top award, four fi nalists were named for 
their 2001 reporting: Camas Magazine.com, Mother Jones.com, Salon.com, and a 
consortium of journalists.

THE END
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THE OTHER NIGHTMARE ON POST STREET (JUNE 20, 2002)
Added to expected losses at the River Park Square garage, newly released 
documents show the city’s losses could exceed $13 million in federal block grant 
funds.

THE “OTHER” RIVER PARK SQUARE problem is one that Mike Adolfae began 
to share with the city council a year ago. Adolfae is Spokane’s community 
development director. With a handful of overhead slides at a May 7, 2001 council 
meeting, he explained that sometime between 2004 and 2007, the city was going to 
fi nd itself about $1 million short of being able to cover debt payments needed to 
service a $22.65 million loan for River Park Square.

This presentation, it turns out, was just a hint of what threatens to become a long-
running nightmare. In response to a public records request Camas Magazine fi led 
earlier this month, Adolfae has now provided a much fuller picture of the city’s 
projected fi nancial exposure than was publicly presented last year.

The numbers prepared by his department show the defi cits in debt service 
payments aren’t limited to one year. Rather, as things stand, it’s a problem Spokane 
will have to confront for more than a decade. The forecast shows that Spokane’s 
exposure may exceed $13 million, losses that would be extracted from programs 
intended to help feed, house, and otherwise improve the lives of people in 
Spokane’s low-income communities.

More than parking meter money at stake

Thus far, the River Park Square controversy, visible at council meetings, in the 
media and in the courts, has been dominated by the River Park Square parking 
garage. Thirty-one million dollars in tax-exempt bonds were sold to fi nance 
purchase of the garage (paying $26 million to the Cowleses). Because parking 
revenue at the garage is roughly half of what is needed to cover garage obligations, 
an apparently permanent revenue hole of approximately $2 million a year 
confronts the garage. Under a 1997 ordinance, the city council agreed to “loan” 
parking meter money to ensure funds were available to cover ground rent and 
operations costs. Lawyers for the city and Cowles companies have been in court 
the last two years arguing over the nature and validity of the loan pledge, and the 
city is now appealing a superior court order that it begin making the loans.

In various debates about this part of the deal, city council president Rob Higgins 
and other supporters of the loan have downplayed the city’s liability for the 



Camas Archive  —313—

garage, indicating they are willing to part with parking meter funds for the greater 
good of downtown revitalization.

But set that controversy aside. Above and beyond garage losses, the city is on 
the hook for another $22.65 million, plus interest. In 1995 the city agreed to loan 
low-interest funds to help the Cowleses build their mall. This was done with a 
$22.65 million federally backed loan to River Park Square. It is often referred to 
as the HUD 108 loan, a reference to a federal Department of Housing and Urban 
Development program that allows cities to leverage the value of future grants 
for community development as collateral for low-interest notes backed by HUD. 
Simply put, Spokane borrowed the money with HUD backing, pledging to HUD 
as security its future block grant money. The city then loaned the money to the 
Cowleses. The problem is that, contrary to HUD guidelines, the Cowleses refused 
to put up enough collateral to cover this loan. That leaves Spokane out on a limb 
with regard to its future block grant money.

Spokane receives nearly $5 million a year in community development block grant 
funds from HUD. This money, by law, will inevitably be tapped if revenues due the 
city from River Park Square fall short, as now projected. What this means is that 
millions of dollars that would otherwise go to help poor people in Spokane will be 
diverted to bail out River Park Square at a time when Spokane’s mayor and others 
are trying to mount a war on the city’s urban poverty.

Documents released by Mike Adolfae reveal the city’s vulnerability and how the 
two parts of this controversy-garage indebtedness and the HUD loan-are linked.

A bitter paradox

When asked about the problem at a press conference in late May of this year, 
Mayor John Powers indicated he both understood it and that the subject had been 
part of “several conversations” intended to try to resolve the overall River Park 
Square controversy.

“The resolution of the River Park Square dispute,” he said, “will be full, fair, and 
fi nal, and address all issues involved, including the HUD loan.”

Yet, the numbers Adolfae has provided bring into focus a startling irony. Powers, 
like the 2000 city council that initiated the River Park Square litigation, is asking 
the courts to absolve the city of its loan obligations to the garage. But because of the 
RPS fi nancial arrangements approved by the 1997 and 1998 city councils, success of 
this legal strategy would be heavily offset because such a “win” can only make the 
projected HUD loan defi cit worse. In fact, much worse.
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If a fi nal court decision frees the city from turning over $30 to $40 million in “loans” 
to the garage, this win will almost surely result in no ground rent being paid by the 
garage to the developer. (Ground rent is paid after bond debt service. Developer 
Betsy Cowles, for now, is footing the operations costs.) The catch is that 41% of the 
ground rent is pledged back to payments on the HUD loan, and if the city wins 
in court, those dollars would be lost. In other words, if the city doesn’t loan the 
money, the ground rent won’t be paid, and the Cowleses won’t be able to return 
41% of that to pay the HUD loan. The city will then either have to cut the money 
from its community development program or try to fi ll the gap by taking money 
from the parking meter fund or another part of its budget.

This head-spinning paradox illustrates the cruel elegance that lies at the heart of 
the River Park Square public/private partnership. The city-through its loan pledge-
established a revenue stream that could, if needed, be used by Cowles real estate 
companies to help make debt payments on the $22.65 million loan it received 
for the mall from the city. Yet as councilman Steve Eugster has complained on 
several occasions, the 1997 and 1998 city councils signed off on a “non-recourse” 
promissory note with Cowles real estate companies. That note carefully and 
effectively limited the liability of Cowles companies, leaving the city far more 
exposed to the risk of failures at both the garage and the mall itself. Whatever one 
thinks of John Powers and his legal strategy, this is the tortured dilemma that the 
city inherited from the 1997 and 1998 city council.

Warnings of inadequate loan security were ignored

Recently released city documents reveal that a top HUD offi cial (along with 
Adolfae and assistant city attorney Stan Schwartz) tried to warn senior city 
decision-makers that there was not adequate security for the loan.

In one poignant February 9, 1998 memo from Schwartz to the city council’s fi nance 
committee and other top city offi cials, he reported that the RPS developer had 
rejected appeals to dedicate additional revenue streams to repayment of the city’s 
loan.

Thus, Schwartz pointed out, “the City could fi nd that the developer is making 
a profi t yet the City must use its CDBG [block grant] funds in order to make 
payment” to avoid default on the HUD 108 loan. “This could occur,” he observed, 
“if the Nordstrom percentage rent falls off but the remainder of the project is strong 
thus providing suffi cient income for the private lenders.”

Schwartz was prescient about the underlying problem, because the minimum 
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projected defi cits of over $6 million are expected to occur solely as a result of 
disappointing sales at Nordstrom. (Whether Cowles real estate companies will 
profi t as the city loses its block grant money remains to be seen. But, as Betsy 
Cowles has pointed out, her companies have absorbed losses at the RPS garage in 
order to continue operating the facility while the garage litigation runs its course.)

The warnings expressed in Schwartz’s memos-kept secret for more than four years-
were ignored. Now, because of the “non-recourse” nature of the city’s promissory 
note from the Cowleses, if the city succeeds in convincing the courts that the loan 
pledge is invalid, it consequently increases its projected loss of federal block grant 
money.

How much does the city stand to lose by winning? Adolfae’s numbers show that 
if the city loses its court challenges on the loan and has to pay the money, then the 
projected shortfall-and consequential loss of block grant money-will be just over 
$6 million. But if the city “wins” and the result is that no ground lease payments 
are made, then the shortfalls in HUD loan repayment grow to over $13.6 million 
through 2018.

In reality, Spokane’s block grant losses could be nearly twice that amount. Reason: 
both of Adolfae’s scenarios assume that Nordstrom’s base rent payments will 
remain at their current level through 2018-providing a net annual return of 
$960,762. However, the Nordstrom lease stipulates that if circumstances change at 
the mall, the Nordstrom base rent can be reduced by more than 50 percent, or about 
$500,000. This could potentially increase the city’s future losses of block grant 
money to more than $20 million through 2018.

How likely is this? According to the Nordstrom lease, one trigger for rent reduction 
would be the failure to enforce parking agreements signed between Nordstrom 
and River Park Square. But those agreements have already become a problem. 
Reason: the Internal Revenue Service, in an August 8, 2001 “preliminary adverse 
determination” letter, opined that the ground lease violates federal tax rules 
because it enables too much private control over garage operations and expenses. 
If that ruling stands, one consequence is that the bonds sold to fi nance the garage 
transaction will be ineligible for the federal tax exemption with which they were 
sold. Another result would be to unravel the Nordstrom rent agreement, increasing 
the city’s losses.

In his cover letter to Camas Magazine, Adolfae reports that the analysis showing 
the long-term defi cits in loan repayment, though not presented publicly at the May 
7, 2001 council meeting “were later given to, at least some, if not all, of the Council 
members.”
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END

To download referenced documents provided by Mike Adolfae, click here.

For a related link, describing collateral controversy, see “Inside Job.”

Copyright (c) 2002 by camasmagazine.com
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WE’RE NO. 2! (JULY 3, 2002)
MSNBC edged out Camas Magazine in the National Press Club’s competition 
for “Online Journalism--Best Site.”

National Press Club Honors Camas Magazine

For the third time in recent weeks, Camas Magazine has been singled out for 
professional recognition for coverage of River Park Square. The latest citation 
comes from the National Press Club in Washington, D.C.

In a June 25 announcement, the Press Club reported that Camas had placed second 
to media giant MSNBC in the “Online Journalism-Best Site” competition. Camas 
was awarded Honorable Mention. (Only First Place and Honorable Mention were 
cited.)

In describing the judging criteria for this entry, the Press Club wrote:

“This award honors the best journalistic use of the online medium. It will go to 
the website most useful to reporters in doing their jobs; that best demonstrates 
a signifi cant contribution to the benefi t of the public through the use of online 
technology. The site must be developed, created or maintained by a working 
journalist or a journalism organization and demonstrate the best use of the new 
media to educate and inform the public, as well as breaking new ground, going 
beyond what can be found in the print, magazine and television media. It should 
contribute to public awareness of a signifi cant problem and it should include 
original reporting or add value to widely available information.”

In notifying Camas by phone of its award, Press Club President John Aubuchon 
said, “You should be very proud. You had stiff competition.”

THE END
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SCENES FROM THE INSIDE JOB — PART 1 (JULY 15, 2002) 
In 1998 the public was misled about the crucial “Cowles Guaranty” for the HUD 
loan

The following remarks were read by Larry Shook introducing Camas Magazine’s 7/11/02 
presentation at Auntie’s Bookstore in Spokane. His comments refer to video excerpts of 1998 
city council meetings at which city offi cials misrepresented Cowles collateral for a $22.65 
million City of Spokane loan critical to the fi nancing of the Cowles River Park Square mall. 
Shook’s comments also reference public documents that reveal the misrepresentations and 
suggest that the offi cials in question knew they were misstating crucial facts. (Links to the 
documents and video can be found at the end of this two-part posting.)

The work of Camas Magazine in covering the story of River Park Square has been 
an exercise in the public’s right to know. We’re reporting this story because we 
feel Cowles media have a confl ict of interest that prevents them from covering it 
honestly, and because Spokane’s other media, for whatever reason, have for the 
most part been reluctant to probe the details of this painful but important chapter 
in Spokane’s history.

We’ve been reporting this story for 30 months now. Our work has been collected 
annually in two volumes, “Secret Deal” fi rst, followed by “Under The Infl uence,” 
both available here at Auntie’s. At the end of this year we hope to repeat that 
process with a third collection. We intend to follow the story to the end. When 
the drama of River Park Square is resolved, we hope to publish a national book 
describing what happened and how it all turned out.

Tonight’s presentation is going to be a continuation of this exercise in the public’s 
right to know. We’ll depart from Auntie’s usual format of reading from a book. As 
our colleague EWU journalism professor Bill Stimson puts it, “You guys are just 
reporters. This is just reporting, it’s not poetry or literature or anything like that.”

We agree, and tonight we’ll do a little more reporting. Tim Connor will handle the 
heavy lifting.

Tim will do two things. First, he’ll provide you with an overview of how River 
Park Square was fi nanced. You have to understand that to comprehend why this 
problem threatens Spokane’s future, and why it’s so diffi cult to solve. River Park 
Square risks an extraordinary amount of public money in two ways, and Tim’s 
going to show you how. Second, Tim’s going to review one of the more interesting 
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aspects of the deal, which is how the City of Spokane loaned the Cowles family 
nearly $23 million by leveraging its Housing and Urban Development grants.

This money, earmarked for Spokane’s neediest communities, can be loaned to 
developers like the Cowles family under certain conditions. Federal guidelines 
for making this kind of loan call for an unconditional letter of credit from the 
developer. The Cowles family and their companies refused to provide that 
collateral. In other words, they used the public’s money, but they avoided 
personal and corporate responsibility for paying it all back if things went wrong. 
Consequently, that debt burden fell silently to the very public from whom the 
money was borrowed. The public never learned of this development.

As you are about to see, certain Spokane offi cials helped keep this information 
from public view, even though they were well aware of it themselves. They did 
this, as you are about to witness, despite strenuous efforts by former Mayor John 
Talbott and city councilwoman Cherie Rodgers. Mayor Talbott and Ms. Rodgers 
have told us they were kept out of the loop on this matter. That means that on the 
evening of July 27, 1998, when the critical vote on the HUD loan was taken, the 
mayor of Spokane and the sole city council critic of the deal were in the dark with 
everyone else in Spokane except a handful of insiders.

Documents obtained by Camas Magazine show that the Cowleses refusal to 
fully collateralize their loan led to a behind-the-scenes crisis among city staff that 
dragged on for months during the project’s evolution. To this day, neither the 
developer of River Park Square nor Spokane offi cials have disclosed that crisis. 
They have not disclosed it to the people of Spokane. They have not disclosed it to 
investors who purchased RPS garage bonds. And the crisis was never resolved. 
And the city loaned the Cowles family $22.65 million anyway. And the present 
mayor of Spokane, John Powers, tried to block the release of some of the public 
records that show what happened. The only reason we are able to share them with 
you tonight is because Spokane Superior Court Judge James Murphy ordered them 
released.

As part of tonight’s presentation we’re going to show you video excerpts from two 
city council meetings in which this so-called Cowles Guaranty was discussed. As 
you will see, and Tim will explain, in March of 1998, former city councilman Orville 
Barnes fundamentally misrepresented this critical issue. We don’t know why. Four 
months later, in a July city council meeting, community development director Mike 
Adolfae and former city attorney Stan Schwartz repeated that misrepresentation. 
As you will see, they underscored their misrepresentations with charts that 
carefully omitted a key reality. We don’t know why they did that, either. Mr. Barnes 
backed them up in their erroneous assertions. Again, we don’t know why. But we 
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do know from public records that all three gentlemen should have been well aware 
of their error and its profound signifi cance to their fellow citizens. Summaries of 
these public records are being distributed tonight, and they will be posted in their 
entirety on our Web site.

What does this mean to the people of Spokane? At the very least it means they 
were not told the truth about a critical aspect of River Park Square. Legally, 
however, it could mean something altogether different. Current affairs help explain 
why.

As you know, accounting scandals at some of the nation’s largest companies have 
jeopardized the stock market and precipitated a historic referendum on corporate 
ethics and accountability.

To tighten down on corrupt accounting, the Securities and Exchange Commission 
has implemented a new order holding chief executive offi cers and chief fi nancial 
offi cers at the country’s largest companies personally responsible for the accuracy 
of their companies’ fi nancial statements. What it boils down to is that the new rule 
confronts executives with the prospect of civil and criminal prosecution if they 
preside over cooked books.

As The Wall Street Journal reported in a page one story last week: “To comply 
with the SEC’s new order, executives at companies from A.G. Edwards Inc. to 
Zions Bancorp will have to swear in writing that ‘to the best of my knowledge’ no 
report contained a material untrue statement or omitted a material fact necessary 
to make the report not misleading. A material fact is generally viewed as one that a 
reasonable investor would want to know.”

As you may be aware, the City of Spokane and the developer of River Park Square 
have been sued for securities fraud by investors who purchased RPS garage bonds. 
Last summer, in U.S. District Court in Spokane, the bondholders’ lead attorney laid 
out the basis of that litigation in fairly simple terms. Gary Ceriani, of the Denver 
law fi rm Davis and Ceriani, noted that under the terms of the Securities Act of 1933 
and the Securities Exchange Act of 1934, his clients had to be told of all material 
facts associated with their purchase of River Park Square bonds. He alleges they 
were not.

Will the bondholders conclude that withholding the truth about Cowles security 
for the HUD loan was also a material misrepresentation? That remains to be seen. 
One thing seems clear, however: the public record suggests that neither Mr. Barnes, 
nor Mr. Adolfae, nor Mr. Schwartz could have truthfully signed a statement similar 
to the SEC’s new order regarding their knowledge of how the River Park Square 
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developer gained access to $22.65 million.

Tonight’s presentation is an elaboration of reporting that fi rst appeared in a story 
called “Inside Job.”

Continued...

Copyright (c) 2002 by camasmagazine.com
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SCENES FROM THE INSIDE JOB —PART 2 (JULY 15, 2002)
A Viewer’s Guide

The following offers highlights of a public presentation by Tim Connor on 
July 11, 2002. For copies of related documents or to view the 15-minute video 
presentation of referenced city council meetings, note links at end of article.

The Mysterious “Cowles Guaranty”

One of the more remarkable aspects of the River Park Square saga is how a small 
group of city offi cials secretly arranged to commit millions of dollars in public 
funds to help the city’s most infl uential family solve a pivotal collateral problem. 
It is a story Camas Magazine fi rst reported late last year. That report, “Inside 
Job,” was based largely on notes and documents the city turned over July 2001 in 
response to the magazine’s public records lawsuit. In March 2002, as a result of a 
state court order in another RPS case, more evidence came to light about what the 
city offi cials knew, what they acted upon, and how they concealed those actions 
from the public.

This article summarizes behind-the-scenes negotiations that went on in 1998 
between the city and the developer (the Cowles family) and shows videotaped city 
council meetings where the public was told outright falsehoods.

Simply put, the city helped the Cowleses build River Park Square by making a low-
interest loan of $22.65 million. (This is in addition to arranging for the purchase 
of the mall garage for $26 million.) The city was able to loan this money by fi rst 
borrowing it via a special “Section 108” loan program offered by the federal 
Department of Housing and Urban Development (HUD).

But as community development director Mike Adolfae reported in the spring of 
2001, the city’s loan to the Cowleses is headed toward default. The consequences of 
that default will fall heaviest on Spokane’s neediest citizens. Because of the secret 
deal struck between the city and the Cowleses, the collateral pledged by RPS is 
unlikely to cover the millions of dollars in expected shortfalls-thus leaving the city 
no choice but to tap into its community development block grant (CDBG) money to 
repay the Section 108 loan.

The default is expected for two reasons. The largest source for repayment of the 
city’s loan to River Park Square is Nordstrom lease payments. These payments are 
adjusted based on sales, and sales at Nordstrom are at least 20 percent below what 
was originally expected. Secondly-as RPS critic and current council member Steve 
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Eugster has pointed out on several occasions-the city’s loan to RPS is governed by 
a “non-recourse” promissory note. What that means is that the city has no access to 
Cowles assets other than those specifi cally pledged as revenue streams and-in the 
event of foreclosure-collateral.

City forecasts now indicate that the loan to RPS will be in default perhaps as early 
as 2004 and that the defi cit over the ensuing 15 years will be between $6 million 
and $13.5 million with a possible worst case exceeding $20 million.

Cowles collateral for the RPS loan was supposed to be the safety net that protects 
the CDBG money pledged as collateral for the HUD 108 loan. “Inside Job” explains 
how that safety net was secretly undermined.

How did Spokane’s resources for its poorest people get pledged to build an 
upscale mall?

HUD guidelines for “pass through” loans such as the city made to RPS call for a 
unconditional letter of credit from the private developer. What the Spokesman-
Review and other local media never reported during the debate over River Park 
Square is that the Cowles family adamantly refused to provide such a letter of 
credit for the loan. Moreover, Cowles negotiators fi ercely resisted behind-the-
scenes efforts by the city (encouraged by HUD) to secure other revenue streams 
and sources of collateral that would satisfy HUD requirements.

The result was a hidden crisis that bloomed in mid-1996 and dragged on for more 
than two years. In retrospect, it seems clear that Cowles negotiators were unwilling 
to create obligations for Cowles Publishing Co. in accordance with federal 
guidelines. (Cowles Pubishing Co. is the parent company of the family-owned real 
estate subsidiaries involved with River Park Square.) And yet, the assets the family 
was willing to pledge (including the Nordstrom store, a portion of the land rent 
from the River Park Square garage, and a corporate guarantee of $500,000 a year 
to back up revenues expected from “connection fees” to be charged to properties 
connected to RPS by skywalks) were not penciling out. HUD wanted the collateral 
appraisal to show that the collateral pledged by the Cowleses equaled 125 percent 
of the city’s loan. But even before the collateral was appraised, city and HUD 
offi cials knew the required loan-to-collateral coverage wouldn’t be adequate.

The city was in a jam. The River Park Square project could only move forward if 
the collateral problem was solved, and the Cowles family wasn’t budging. The only 
“solution” in sight was one with potentially devastating political consequences 
if the public learned about it. The solution the city found itself forced to consider 
involved pledging its own assets to fi ll the “gap” between what the Cowleses were 
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willing to provide, and what HUD said was necessary. In short, the lender had to 
consider giving the borrower a chunk of collateral in order to secure its own loan.

For at least two reasons, a general fund appropriation was not an option. It would 
require a public vote and, besides, there would almost certainly be a legal challenge 
because of a state constitutional prohibition against the lending of public funds. 
There was, however, a solution-to use the same collateral as that securing the 
Section 108 loan. The city could agree to pledge up to a year’s worth ($4.5 million) 
of block grant money to help fi ll the Cowles collateral gap.

The deal that was struck was done with remarkable stealth. It is so well concealed 
that it cannot be discerned from either the main loan document between the city 
and HUD, or in the promissory note between the city and Cowles real estate 
companies. It exists in a convoluted document known as the “Cowles Publishing 
Company Guaranty” which, itself, can only be activated under a Byzantine 
provision buried in an 11th-hour supplement to the city’s loan agreement with 
HUD.

Reduced to plain language, what the Cowles Guaranty says is that in the event 
HUD decides to activate a supplementary debt service account for the RPS loan 
(to secure the city’s debt), the Cowles Publishing Company would pay into such 
an account. The catch, however, is that the city would also have to pay into the 
account. The city’s contribution: $4.5 million, or the full amount of its most recent 
annual CDBG allotment-whichever was smaller. Then, if HUD orders money to 
be disbursed from the account, the Cowles Guaranty clearly stipulates that all the 
money paid into the account by the city (up to $4.5 million) would have to fl ow 
out of the account before the fi rst dollar of Cowles Publishing assets would be 
called upon. In other words, there are no circumstances under which a dollar of the 
Cowles money could be used until all the city’s annual block grant money has been 
consumed.

There is another crucial aspect of the Cowles Guaranty. It isn’t “real” collateral. 
The other assets pledged by the RPS developer as collateral can be foreclosed upon 
by the city, converted to cash, and used by the city to make payments on the city’s 
obligations under the HUD-backed loan. That’s not necessarily true of the Cowles 
Guaranty. Unlike the other Cowles assets used to secure the city’s loan, the Cowles 
Guaranty can only be reached if and when the HUD Secretary activitates a contract 
provision designed to protect not the city but HUD. The purpose of the provision 
(and the Cowles Guaranty) is to protect HUD’s budget in the event Congress 
reduces or eliminates Spokane’s annual block grant appropriations. Thus, under 
the expected circumstances (where the city’s block grant funds continue at their 
existing level, but RPS defaults on the city’s loan), the city cannot gain access to 
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Cowles assets represented in the Cowles Publishing Co. Guaranty. In other words, 
the “gap” in the safety net of the Cowles collateral represents serious risk for the 
city.

What the council heard

This is a crucial point in reading and viewing the record of the important city 
council meetings in March and July of 1998. These two council meetings were the 
last two public discussions and council votes on the $22.65 million loan to River 
Park Square. Council member Orville Barnes (who led the city’s fi nance committee 
during the period when the city was negotiating the arrangement with HUD and 
the Cowles family) and assistant city attorney Stanley Schwartz make repeated 
representations that the Cowles Guaranty fi lls the collateral “gap,” enabling the 
deal to go forward. In reality, however, that simply isn’t true. It is only the city’s 
silent decision to pledge up to $4.5 million per year in block grant money that is 
fi lling that gap.

The Camas Magazine inquiry into the Cowles Guaranty began when we noticed 
in city documents reference to a council decision to pledge a year’s worth of block 
grant money as part of the loan to RPS. Yet there was and is no record of any vote 
by the council for such a commitment. The commitment can only be construed 
by reading documents, including the Cowles Guaranty itself, that were fi nalized 
months after the council’s last vote. By that time, however, the council had given its 
authority over to city manager Bill Pupo to fi nalize the loan documents.

In the end, the papers were signed and the city’s commitment “authorized” 
without the public knowing either about the collateral crisis or the city’s 
remarkable solution to it. Both then-mayor John Talbott and city council member 
Cherie Rodgers didn’t learn about the pledge of block grant money incorporated 
in the Cowles Guaranty until asked about it recently by Camas reporters. City 
documents obtained by Camas Magazine support Talbott’s and Rodgers’s 
insistence that they were simply left out of the loop-that they were not included 
in key meetings where the pledge was discussed with members of the city council 
fi nance committee and other council members who supported the loan. This list 
includes Barnes, current council president Rob Higgins, council member Roberta 
Greene, and former council member Phyllis Holmes.

The clearest record, however, is what took place in the full light of day at the 
council meetings of March 30, 1998 and July 27, 1998, when both Rodgers and 
Talbott asked questions that clearly should have elicited the truth about what the 
city was doing.
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City Council Video Excerpts
(To view the video, see end of article)

March 30, 1998 City Council Meeting: The Crux
Scenes #1-3

Orville Barnes was a natural choice to lead the city council’s deliberations on the 
River Park Square project. He has been involved in Spokane retail developments, 
including the University City mall, going back decades. Documents maintained 
by assistant city attorney Stan Schwartz record that Barnes negotiated directly 
with Cowles representatives on a number of crucial issues. At the time, he was one 
of three members of the city council fi nance committee (the others were current 
council president Rob Higgins and current council member Roberta Greene) who 
were intimately involved in working out the details of the city’s involvement in the 
project.

On March 30, 1998, the city council was being asked to vote on a resolution 
introduced by Greene to authorize then-city manager Bill Pupo to execute draft 
loan documents, provided that future changes to the documents, “including the 
sources of revenue and collateral pledges do not materially change so as to increase 
the fi nancial exposure of the City of Spokane.”

As the leader of the city’s fi nance committee, Barnes is the fi rst member of the 
council to speak in support of the resolution. The fi rst scene begins as he is 
rebutting criticisms offered at recent public hearings. The reference to a “Mr. 
Powers” is not to future-mayor John Powers, but to community activist Julian 
Powers. Barnes’s assurance that the money loaned to River Park Square “all has to 
be paid back” is not quite true. Because of the “non-recourse” nature of the note 
and the city’s silent contribution to the Cowles collateral package, it was possible 
that the city could fi nd itself in the situation it now faces-where millions of dollars 
of its block grant funds may be used in place of Cowles assets to pay off the HUD 
108 loan for River Park Square. Conspicuously absent in Scene #3, where Barnes 
discusses the “crux” of the issue-the collateral-is any mention that the city has 
agreed to transfer its annual block grant funds to the Cowles collateral package and 
that this money would be consumed before any of the money represented by the 
Cowles Publishing Co. Guaranty could be called upon.

July 27, 1998 City Council Meeting: Last Chance
Scenes #4-7

The July 27, 1998 meeting is the last chance the Spokane City Council had to review 
and vote on the River Park Square project before the fi nal documents were signed. 
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Scenes #4 and #5 are from the crucial presentations by community development 
director Mike Adolfae and assistant city attorney Stan Schwartz. Although the 
images of their overhead slides may not be clear on computer screens, what’s 
missing from them is the correct order of payments in the Cowles collateral 
package.

Adolfae’s slide (Scene #4) shows the “CDBG” money below the entry for the 
Cowles Guaranty. This is very misleading. Although, as Adolfae reports, the block 
grant money is the underlying collateral for the Section 108 loan, the reality is that 
in any given year all of the CDBG funds would have to be used for debt service 
before a dollar of Cowles Guaranty money could be used.

Schwartz’s slide comes up (Scene #5) as he informs the council about the 
“additional security” HUD is requiring in order to approve the loan. What he 
doesn’t say is that the additional security is required because-despite Schwartz’s 
own efforts-Cowles negotiators repeatedly refused to provide the city a letter of 
credit. His overhead completely omits any mention of the pledge of block grant 
money the city is providing as “additional security.” His later verbal representation 
in Scene #6 (responding to Cherie Rodgers) that the additional security provision is 
where the Cowles Guaranty and the community block grant money “step up” has 
the order exactly backwards.

Scene #6

Cherie Rodgers begins her questioning by asking about an appraisal HUD has 
ordered the city to perform. The purpose of the appraisal was to determine the 
value of the collateral the Cowles family was willing to pledge for its $22.65 million 
loan from the city. The centerpiece of the collateral is the Nordstrom lease and the 
Nordstrom store. The diffi culty in appraising the Nordstrom store (whose cost 
is bloated with millions of dollars in tenant improvements that would likely be 
useless to future store owners) raises some thorny issues for an appraisal. Should, 
for example, the Nordstrom store be valued in terms of what it would be worth in 
the event of a loan default? Or should it be valued as if the River Park Square mall 
were operating according to plan? The developer insisted upon the latter approach 
because, obviously, the store would have more value under such circumstances. 
Yet, common sense dictates that the more realistic conditions would be that of a 
default, which would be most likely to occur given a business failure at Nordstrom 
and River Park Square.

There are also questions about what considerations should be used in evaluating 
other parts of the collateral package. What Schwartz does not disclose to Rodgers 
(and, in Scene #7, to John Talbott) is that wrangling over the scope of the appraisal 
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has already prompted city staff to stop negotiating with its fi rst choice (the Seattle 
fi rm of Wronsky, Gibbons, and Riely) and begin negotiating with a second fi rm, 
Cushman & Wakefi eld. The appraisal would not actually be completed until 
October 1998.

What Rodgers isn’t told at the meeting, however, is that the appraisal was by then a 
moot point. The city’s willingness to put up its $4.5 million per year in block grant 
money to fi ll any “gap” solved the problem by itself. The city’s contribution of the 
$4.5 million annual sum exceeded any conceivable annual shortfall.

This lends a special poignancy to Rodgers’s main question: “Who makes up the 
difference?”

At this point, Schwartz is joined by Barnes, and together they give thoroughly 
misleading assurances that the Cowles Publishing Co. Guaranty will make up the 
difference.

Scene #7

John Talbott’s questioning follows the same lines as Rodgers’s-and elicits the same 
misleading answers. What is noteworthy, in retrospect, is how savagely Talbott 
had been attacked prior to this meeting by the council majority supporting River 
Park Square. The most vicious attack, however, came from the Spokesman-Review, 
whose editor Chris Peck twice accused Talbott of “civic terrorism” for raising 
questions about the security of the loan the city was making to River Park Square.

THE END

Copyright (c) 2002 by camasmagazine.com

DOCUMENTS

For synopses of related documents and to download documents, click here.

To view the 1998 Spokane city council video excerpts (15 minutes):

Multimedia - QuickTime movie - click here (to download and view later)

For streaming video, click here
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INSIDE JOB: THE PAPER TRAIL (JULY 15, 2002)
Excerpts from Selected Documents Reveal the Evolution of the River Park 
Square Public/Private Partnership and the Cowles Publishing Company 
Guaranty

(Click on dates to download full documents)

June 2, 1995
The garage could have been purchased for $5 million

The city’s bond counsel, Roy Koegen of Perkins Coie law fi rm writes to Cowles 
attorney Duane Swinton of Witherspoon Kelley

The purpose of this letter is to summarize discussions which have taken place 
between representatives of the City of Spokane (the “City”) and River Park Square 
(“RPS”) regarding the improvement to existing and the construction of new public 
parking facilities (the “Improvements”)...

RPS has proposed that the City acquire its existing parking facilities, improve that 
structure and construct an approximately 500 space new public parking garage...

In order for the City to fi nance the Improvements, it will be necessary for it to own 
them. RPS has offered to lease the underlying real property to the City for a term 
approximating the useful life of the Improvements for approximately $320,000 per 
year and to sell the existing parking structure to the City. You have suggested that 
the sale price should be approximately $4,800,000. You have further advised us 
that the existing parking structure requires approximately $2,000,000 in structural 
improvements.

June 9, 1995
City Council Resolution No. 95-74 caps garage deal at $15 million

Now, therefore, be it resolved that the City Manager and City staff are hereby 
authorized to develop a proposal to acquire a new public parking garage facility...

The City would fund all costs of acquisition and development of the new public 
parking garage through the issuance of a revenue bonds [sic] in an amount not to 
exceed $15 million...



Camas Archive  —330—

July 9, 1997
City to developer: We can’t risk our block grant money

Finally, while the City is aware that CDBG funds are a source of repayment in the 
event the loan goes into default, we must structure this loan such that CDBG funds 
are not placed in jeopardy.

August 5, 1997
“Early on,” the developer refused to provide letter of credit recommended by 
HUD

Handwritten note from community development director Mike Adolfae to city 
attorney Stan Schwartz

Stan - This agreement was handed out early on to the developer’s representatives 
in an initial meeting. Please note security. They stated they would not provide a 
letter of credit. They knew. - Mike

August 6, 1997
Letter protesting lack of Cowles collateral was composed but not sent

Letter from deputy city manager Pete Fortin, addressed to Duane Swinton, hand 
notation in corner “Not Sent”

Re: Section 108 Loan Documents

Dear Mr. Swinton:

In a meeting with the Finance Committee we reviewed the Section 108 Loan 
structure and the collateral to secure repayment. The Finance Committee again 
stressed that City Community Development Program Income and Block Grant 
Funds should not be placed in jeopardy nor be relied upon for any annual shortfall 
in debt service. To solve this concern we need to address the following issues 
relating to collateral...

October 15, 1997
City’s attorney privately notes “collateral dilemma”

Memo from Stan Schwartz to fi le

The best position for the City to solve the “collateral” dilemma is to fi nd additional 
collateral through new assets, a re-alignment of project collateral or some other 
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fi nancial instrument (such as letter of credit). This may lead to a meeting with the 
Lenders to discuss each Lenders relative position in the project...

November 20, 1997
City attorneys note vulnerabilities in HUD loan documents

Confi dential, 6-page memo from city attorneys Jim Sloane and Stan Schwartz to 
Mayor Jack Geraghty and city council

Conclusion. We believe that this loan could be structured in such a fashion to 
provide the City with greater security, through for example, a letter of credit or 
certain restructuring in the Loan Documents. However, this has been resisted and 
represented as impossible by the developer. Thus we are presented with a loan 
that has a revenue stream which given the current performance of the Spokane 
market should be adequate to service the debt coupled with a pledge of collateral 
that should make the City whole in the event of a default. We must rely upon the 
developer to faithfully discharge its duties under the Nordstrom lease and keep the 
project fully occupied.

Early January, 1998
Memo notes Block Grant funds at risk

Typed, undated 1-page memo, “Issues and Status,” probably authored by 
community development director Mike Adolfae

The only collateral or security available to the City to pledge to the project would 
be the City’s CDBG program income from the single family rehab loan portfolio 
or a portion of its annual CDBG allocation. The City is precluded from pledging 
any general government funds to the project because of the state lending of credit 
prohibition. The developer has stated that they have neither additional collateral or 
security nor the availability of a personal guarantee to commit to the project.

January 16, 1998
Pro-developer council members express “deep dismay” at Mayor John Talbott’s 
letter to HUD

Three-page letter to HUD offi cials Paul Webster and Thomas Kenney, from council 
members Orville Barnes, Jeff Colliton, Roberta Greene, Rob Higgins and Phyllis 
Holmes

This letter is being sent to you in response to the letter of John Talbott, dated 
December 16, 1997...
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This letter is signed by fi ve of the seven current members of the Spokane City 
Council....

It is with this background that the council must express its deep dismay at the 
unilateral action taken by John Talbott concerning this project. The council was 
taken completely by surprise that Mr. Talbott had unilateraly determined to express 
his personal viewpoint about this project to Paul Webster in the December 16th 
letter.

That action on the part of Mr. Talbott was not sanctioned by any of the council 
members signing this letter and was done in complete contravention to the three-
year history of enthusiastic support that the council and the citizens of Spokane 
have expressed concerning this project....

Mr. Talbott certainly has the right to express his viewpoint concerning the project, 
but that viewpoint should not be taken as representative of the offi cial position 
of the City of Spokane toward downtown redevelopment and the Section 108 
loan application. This project has received nearly unanimous approval on every 
occasion a vote has been required before the Council, and, in fact, the last time 
the project came before the Council for a vote in January of 1997, the vote was 
unanimous.

January 29, 1998
Betsy Cowles claims developer’s collateral is suffi cient

Spokesman-Review article with headline “Loan collateral up to city, Talbott told”

Sub-headline: “Mayor’s questions probably won’t affect HUD’s decision, says 
Councilman Barnes,” by Ali Beard

The Spokane City Council, not a federal agency, must determine whether there’s 
enough fi nancial backing for a $22.65 million loan to the proposed River Park 
Square redevelopment project, Mayor John Talbott said Wednesday.

Talbott emerged from a meeting with a top offi cial of the U.S. Department of 
Housing and Urban Development and said he was right that the city must decide 
whether the loan is sound.

His council colleagues were wrong in saying that was up to HUD to decide, he 
said.”I want to see what the fi nal collateral is,” Talbott said, adding that the city 
may need to ask for more collateral to secure the loan.
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Councilman Orville Barnes, who also attended the 45-minute meeting, said Talbott 
is “looking at ghosts.”

...Betsy Cowles, president of the two companies that own River Park Square, said 
other council members who have reviewed confi dential details of the [Nordstrom] 
lease have agreed that developers are offering suffi cient collateral for the loan.

January 29, 1998
Letter notes collateral “gap” to be fi lled by Block Grant funds. Developer’s 
collateral is only tapped after all Block Grant funds are spent.

Two-page letter to be sent to HUD’s Paul Webster, from city attorney Stan Schwartz 
(but drafted by Duane Swinton, the developer’s attorney)

...As you know, the city is undertaking an MAI appraisal of the Nordstrom 
building, and, as you explained to the city, this provision can be utilized to cover 
any gap in the collateral coverage in the event the MAI appraisal comes out less 
than the $18 million fi gure set out in the collateral analysis previously provided to 
HUD. The city also understands that the gap this provision can cover is equal to 
approximately one year of the city’s CDBG allocation from HUD.

...In the event the appraisal shortfall is greater than the one year of CDBG 
allocation, then the developer has indicated that, in the event this provision is ever 
called into play and the collateral analysis at that point in time demonstrates that 
there needs to be coverage greater than the fi nal year of the CDBG allocation, the 
developer will make up any shortfall, after reservation of the fi nal year of CDBG 
funds, through a commitment of additional collateral.

February 9, 1998
City attorney notes diffi culties in negotiations with developer, notes paradox-city 
could lose CDBG money while developer profi ts

Memo from Stan Schwartz to city council fi nance committee, city manager Bill 
Pupo, deputy city manager Pete Fortin, community development director Mike 
Adolfae and city attorney Jim Sloane

The following issues remain to be resolved.

1. Promissory Note. There must be a clear statement that the developer promises to 
pay the amount of the Note when due regardless of whether the identifi ed revenue 
stream is suffi cient.
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Recall, this is a non-recourse Promissory note. The developer has indicated that 
private lenders would consider a recourse Note a liability of the corporation 
(Citizens/Lincoln) and therefore would make less money available through private 
fi nancing. It was suggested that we take priority in certain revenue streams and 
become subordinate in those revenue streams identifi ed for the private lender, 
however, developer’s representative indicated this is not acceptable.

Because the city will have the Note paid only through identifi ed revenue streams 
the City could fi nd that the developer is making a profi t yet the City must use its 
CDBG funds in order to make payment on the Note to avoid default. This could 
occur, for instance, if the Nordstrom percentage rent falls off but the remainder of 
the project is strong thus providing suffi cient income for the private lenders.

A way to resolve this issue, in part, is to provide that if percentage rent is not 
obtained by the City, then the developer is not entitled to deduct from the 
Nordstrom rent, taxes, a parking fee and management expenses. When this 
was presented to the developer, the developer indicated that again this was not 
acceptable because it would be a liability of the corporation and thus reduce 
developer’s ability to borrow.

...Collateral Appraisal. The developer has agreed to offer a corporate pledge of 
Cowles Publishing to support any collateral coverage requirement. The developer 
desires the following collateral alignment.

A. Nordstrom lease
B. Percentage of PDA Ground Lease (Present Value)
C. Connection Fees (Present Value)
D. CDBG Future Grant Funds
E. Cowles Publishing Pledge

I suggested, in order to further the “public-private” partnership that the Cowles 
Publishing pledge be mixed equally with the CDBG pledge for collateral purposes. 
This was rejected.

March 31, 1998
Stan Schwartz confi rms to HUD that Cowles Guaranty only comes into play after 
all CDBG funds are spent

[It was understood that Spokane’s annual CDBG allocation-$4.5 million/year- 
would be suffi cient to cover the collateral needs unless Congress reduced the 
amounts. The day before this letter was sent, Stan Schwartz told the city council 
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that the developer would fi ll the “gap.” His overhead slide shown at the council 
meeting omitted the block grant money altogether as a collateral source. In fact, the 
block grant money in the collateral package was essential for HUD loan approval.]

Letter to Paul Webster from Stan Schwartz

After our discussion today concerning the operation of the Cowles corporate 
pledge in support of the collateral, we had a discussion with the Developer 
(Citizens Realty and Lincoln Investment Company). I believe they agree that the 
triggering event for the corporate pledge will be either notifi cation from HUD 
that Congress is terminating the CDBG Program or a determination by HUD that 
the CDBG annual allocation to the City drops below an acceptable amount for 
collateral purposes.

July 17, 1998
City’s subsidy of Cowles collateral-its annual $4.5 million in CDBG money-is 
noted in Cowles Guaranty legal document

Two-page Cowles Publishing Guaranty is attached to cover letter from Stan 
Schwartz to Pete Fortin, Mike Adolfae and Roy Koegen

[Guaranty document:]

In the event the City is required to establish a Supplementary Debt Service Reserve 
pursuant to a Notice of Inadequate Security issued by the Secretary of Housing 
and Urban Development (“HUD”), Guarantor shall within 10 days of demand by 
the City (or its assignee) deposit cash in an escrow account (the “Guaranty Escrow 
Account”) equal to the amount of said Supplementary Debt Service Reserve ... 
less an amount equal to the smaller of (x) $4,500,000 or (y) the most recent grant 
made to the City by HUD pursuant to section 106 of the Housing and Community 
Development Act of 1974....

Conclusion

This arrangement was kept secret and was not disclosed during the council 
meeting of July 27, 1998. The council was misinformed. At that meeting Cherie 
Rodgers specifi cally asked, “Who makes up the difference?” in order to meet 
HUD’s requirements. Mayor John Talbott complained that the council was about 
to vote on the project, but had not yet received an appraisal of the Nordstrom 
building.

Stan Schwartz noted that he had just that day (July 27, 1998) signed a contract to 
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have the appraisal done, although this was two months late.

“If I can allay some fears, though,” Schwartz continued, noting that Coopers & 
Lybrand and a Gonzaga study had validated the pledged revenue sources as 
collateral. He went on to misrepresent the Cowles guaranty as though it would 
safeguard the Community Development Block Grant funds.

“What we’re talking about now is valuing the Nordstrom building. We need 
it valued so we understand the extent of the guaranty. Because if the building, 
frankly, comes back at - again, using my dollar example - at twenty bucks, and the 
other collateral is worth another twenty bucks, then this guaranty is going to plug 
one large hole of sixty dollars.”

To view the 1998 Spokane city council video excerpts (15 minutes):

Multimedia - QuickTime movie

Click here (to download and view later)

For streaming video, click here

THE END

Copyright (c) 2002 by camasmagazine.com
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THE MANY HATS OF MIKE ORMSBY (JULY 30, 2002)
Spokane lawyer worked both sides of garage deal

Spokane lawyer Mike Ormsby, the campaign treasurer for Mayor John Powers, 
worked for both buyer and seller in the River Park Square parking garage 
transaction.

The startling revelation about Ormsby’s work for a Cowles real estate company 
came to light when a previously undisclosed letter from Ormsby was found last 
Friday by Camas Magazine in a review of fi les turned over to parties in federal RPS 
securities fraud litigation.

Ormsby’s 1996 letter discloses two remarkable facts. The fi rst is that prior to 
becoming the lead counsel and negotiator for the non-profi t corporation that 
bought the garage from the Cowles family, Ormsby advised Cowles interests on the 
fi nancial design of the sale. Two years later, under Ormsby’s leadership, the non-
profi t corporation would buy the garage, at a vastly infl ated price, on behalf of the 
city. Yet key city offi cials say they were not informed of Ormsby’s previous work 
on the garage plan for Cowles interests and thus were clueless about the potential 
confl ict.

The second revelation is that, according to the letter, Ormsby received a 1996 
waiver from then-city attorney Jim Sloane so that Ormsby could advise the RPS 
developer on the garage fi nancing. That waiver has since vanished from city fi les. 
It has never been identifi ed in response to numerous public records requests or in 
response to broad discovery requests associated with Camas Magazine’s ongoing 
public records lawsuit against the city.

“An Embarrassing Situation”

Ormsby’s October 1, 1996 letter informs former city attorney Jim Sloane, River 
Park Square project manager Robert Robideaux, and an offi cer with Prudential 
Securities that Ormsby and his law fi rm, Preston Gates & Ellis, had inadvertently 
found themselves in a potential confl ict of interest with the city, Prudential and 
Cowles real estate companies.

“We believe each of you independently should evaluate the circumstances,” 
Ormsby wrote. The Oct. 1, 1996 letter was co-signed by Preston Gates & Ellis 
lawyer Cynthia Weed. “We regret with embarrassment, that this situation has 
arisen and apologize for the inconvenience.”
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The letter discloses that Ormsby was contacted by Cowles real estate companies in 
August 1996. It further reports that Ormsby assisted project director Robideaux “on 
various aspects” of the River Park Square garage bond fi nancing.

Ormsby writes that “a routine confl icts check” he conducted did not reveal that 
Prudential had contacted his fi rm’s Seattle offi ce requesting representation on the 
RPS deal. According to the letter, Ormsby received a waiver from city attorney Jim 
Sloane in August 1996, allowing Ormsby to proceed with work on behalf of the 
RPS developer.

“We do not believe it is appropriate for us to represent Citizens [Citizens 
Realty Company, a Cowles family real estate subsidiary] and Prudential in this 
transaction,” Ormsby and Weed wrote. “Accordingly, we must withdraw from this 
dual representation. It is our belief that our advice to Citizens on the discrete issues 
for which we were retained has been completed and that our withdrawal will not 
adversely affect Citizens.”

In other words, they resigned as counsel to the developer in order to continue 
working with Prudential, the bond underwriter. (Preston Gates & Ellis was 
eventually replaced by another Seattle law fi rm.)

Yet Ormsby and his law fi rm resurfaced in the transaction 16 months later.

Ormsby may have been surprised in 1996 to learn that his fi rm represented not 
just the developer but the bond underwriter, too. But the element of surprise was 
clearly not a factor in 1998, when an even greater potential confl ict of interest 
arose. In February 1998 Ormsby and Preston Gates & Ellis took over as counsel to 
the Spokane Downtown Foundation (SDF), the nonprofi t corporation that issued 
the garage bonds. Cowles attorney Duane Swinton had originally taken the lead 
in incorporating the foundation once it became evident in late 1996 that the city 
was resisting a direct purchase of the garage using city bonds. Bond proceeds 
were raised through a $31.5 million SDF bond sale. Those funds were used to pay 
$26 million to River Park Square-Ormsby’s former client-for the RPS garage in 
September 1999.

“Holy smoke! I’m speechless.”
--Former city special counsel O. Yale Lewis
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A Volatile Non-Disclosure

That Ormsby represented both buyer and seller in the RPS garage transaction was 
previously unknown to attorneys representing garage bondholders, as well as 
former City of Spokane special counsel O. Yale Lewis.

“Holy smoke,” was Lewis’s response Monday when told about the Ormsby/Weed 
letter. “I’m speechless.” After reviewing a copy of the letter, Lewis said it would 
have been “obviously important” to his investigation of the garage transaction for 
the city in 2000.

Gary Ceriani, the Denver attorney who represents several of the nation’s top 
investment fi rms in the securities fraud case pending against the city and the RPS 
developer, said that the letter provided new information and raised an important 
new question about whether Ormsby and Preston Gates & Ellis met their disclosure 
obligations to prospective RPS garage bond purchasers.

“I believe it is a disclosure issue,” Ceriani said this week after reading the letter. “If 
the law fi rm that acted as bond counsel in the transaction had an attorney/client 
relationship with one or more of the promoters of the bond issue, the extent and 
scope of that relationship is something I believe should have been disclosed.”

The letter’s discovery raises yet another question about the city’s management of 
its documents. Both Camas and KXLY-TV fi led public records requests for all city 
RPS documents two years ago. Neither news organization was provided a copy of 
the waiver cited in the Ormsby/Weed letter, and neither the waiver nor the letter 
addressed to Sloane were ever identifi ed in response to public records requests or 
in discovery related to the ongoing Camas public records lawsuit against the city.

While emphasizing that the revelations in the letter would have been important to 
his inquiry into the RPS garage matter, Lewis said his concern about honoring his 
continuing attorney/client responsibilities with the city prevents him from saying 
more on the record. The questions he might have, however, can be deduced from 
his work for the city in 2000 when he was building the case that city offi cials and 
others were involved in a conspiracy to divert public funds for private purposes. 
The volatility of that allegation increased in August of 2001 when the Internal 
Revenue Service issued a “preliminary determination” that the garage bonds were 
not entitled to the tax-exempt certifi cation given them in 1998 by Ormsby and his 
law fi rm.

One of the main criticisms detailed by IRS investigators is that the bond issuer-
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the Spokane Downtown Foundation-”appeared” to consist “mainly of associates 
of the Developer [River Park Square] and/or Nordstroms” and thus was not a 
qualifi ed issuer of tax-exempt bonds. Moreover, the IRS noted, the foundation had 
purchased the garage from the developer at a price that was well in excess of the 
market value of the property, resulting in a private benefi t to the developer that 
violates federal tax rules.

It was a point Lewis had zeroed in on in his Oct. 30, 2000 report to the city.

“The ‘on behalf of’ fi nancing of the RPS project by the Foundation,” Lewis wrote, 
“is subject to challenge on the grounds that it violated [federal tax rules] by 
funneling funds signifi cantly in excess of fair market value to the Developers.”

In his 2000 legal fi lings on behalf of the city, Lewis alleged a civil conspiracy 
to divert public funds for private purposes and specifi cally charged that the 
Spokane Downtown Foundation breached its fi duciary responsibility to the city. 
Those conspiracy charges and the breach of fi duciary responsibility charges were 
dropped by the city after Mayor John Powers came to offi ce in 2001. (The city 
has subsequently alleged that the foundation violated Washington’s “uniform 
fraudulent transfer” law by its role in the transaction.)

Many City Offi cials Kept in the Dark

Whether offi cials other than city attorney Jim Sloane were aware of Ormsby’s 
prior work for River Park Square on the garage fi nancing is unclear. Jack Geraghty, 
Spokane’s mayor at the time, was not available for comment. Current council 
president Rob Higgins-a member of the city council fi nance committee in 1998 
when Ormsby took over as counsel to the foundation-said he was not told of 
Ormsby’s work for the developer and had seen neither the Ormsby letter nor any 
waiver granted by the city attorney. Cherie Rodgers, who joined the city council in 
early 1997, says she was never told of the confl ict. Tom White, the Empire Health 
Services executive who presides over the Spokane Downtown Foundation, did not 
reply to a request for an interview. Mayor John Powers, for whom Ormsby served 
as campaign treasurer, also did not return a phone call seeking his comments.

The legal consequences of Sloane’s apparent withholding of the information from 
Lewis are unclear, because the city is no longer pursuing conspiracy charges 
against current and former city offi cials. But as bondholder attorney Gary Ceriani’s 
statement indicates, the information in the letter is certainly a live issue when it 
comes to assessing the security fraud charges pending against the city, the RPS 
developer, the foundation, and Ormsby’s law fi rm.
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The key question is whether by not disclosing Ormsby’s prior work for Robideaux 
and the RPS developer on the garage deal he, his fi rm, the foundation, Prudential 
Securities, and the city itself are responsible for withholding a “material” fact from 
bondholders.

Working the Numbers

If, as his letter suggests, Ormsby’s services were sought by the developer in August 
1996, this would have occurred during the same period when the Cowles family’s 
asking price for the River Park Square soared to more than double the price 
Swinton originally proposed to the city.

Records show that the Cowles family approached the city on June 1, 1995 with a 
proposal that the city pay $12 million to expand and refurbish the RPS garage. A 
few days later, the city council adopted a resolution to issue up to $15 million in 
city backed revenue bonds to fi nance the sale.

In the summer of 1996, however, the record shows that the deal changed 
dramatically. The RPS developer sought, and the city agreed, to do a new 
“investment value” appraisal that quickly escalated the purported value of the 
expanded garage. The investment appraisal, done over the objections of former city 
real estate manager Dennis Beringer, opened the door to a higher garage purchase 
price.

City notes of a July 26, 1996 meeting (apparently held just days before Ormsby’s 
services were secured by RPS)-involving Spokane bond counsel Roy Koegen, city 
fi nance director Pete Fortin, Robideaux, and Witherspoon, Kelley attorney Stan 
Schultz-include the following excerpts:

“Developer will determine value of lease purchase of garage which will be non-
negotiable.” “City should use parking meter revenues for debt service or parking 
validation.” “Developer will determine maximum coverage requirements on 
bonds.”

Records indicate a subsequent fl urry of activity as Robideaux, Prudential and the 
city looked at various scenarios to see if and how they could devise a bond deal in 
the $20 million to $30 million range.

The July 26, 1996 notes and other documents obtained by Camas Magazine indicate 
that one method of supporting a higher purchase price for the garage was to bring 
in other revenue streams-principally the city’s revenues from parking meters. It 
apparently became necessary to deliver at least $26 million to Cowles real estate 
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companies. Andrew Face, of Prudential Securities, sent a Nov. 25, 1996 memo to 
Koegen and former city fi nance director Pete Fortin:

“Enclosed is another spin on the numbers sent to you last Thursday,” Face wrote. 
“(A)ll scenarios deliver $26 million to the Developer.”

As it turned out, in the fall of 1996 the city balked at a direct purchase of the garage 
and, instead, agreed to a plan where the Spokane Downtown Foundation would 
buy the garage “on behalf of” the city for $26 million. In that plan, the pledge 
of city parking meter revenues was regarded by the underwriter, Prudential 
Securities, as “a very strong and favorable credit factor” that allowed the $31.5 
million in bonds to obtain an investment grade rating from Standard & Poors.

Ormsby did not reply to a phone call or a faxed list of questions about his letter and 
the Preston Gates & Ellis handling of it. Former city attorney Sloane also declined 
to comment. Former city bond counsel Koegen was out of town and could not be 
reached for comment.

Councilman Steve Eugster agreed with Gary Ceriani that Ormsby had a duty 
to disclose his prior relationship with the developer. “I think the confl ict is just 
enormous,” he said.

Former bond lawyer and investment banker Mark Schwartz who, along with 
Eugster, mounted an intensive effort to persuade the 1998 city council to 
stop the bond sale, said the revelation about Ormsby’s role underscored the 
“incestuousness” of the garage transaction, “that continues to this day.”

“It’s not just the garage transaction,” Schwartz lamented, “it’s the way the whole 
city works.”

Former Mayor John Talbott (1998-2000) said he was not surprised by the revelation. 
He had no knowledge of Ormsby’s work for River Park Square. Talbott was 
bitterly critical of former attorney Sloane for withholding the information from 
him at the time when the city, in 1998, gave its fi nal approval to the public/private 
partnership.

“I think he [Sloane] would have deliberately not informed me about it because of 
my criticisms about the fi nancing of the garage,” Talbott said. “Jim [Sloane] was an 
integral part of making it all happen.”

THE END
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To download Mike Ormsby’s Oct. 1, 1996 letter, click here.

Lewis Report, 10/30/2000
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DOCUMENTS LAWSUIT (AUG 4, 2002)
Judge Rules Against Camas in First Round of Records Case

Spokane Superior Court Judge James M. Murphy has denied Camas Magazine’s 
request for penalties and legal fees in connection with a key set of River Park 
Square documents.

Murphy’s decision came only moments after the conclusion of oral arguments 
Friday morning. He said the magazine’s motion for costs and penalties associated 
with more than 60 documents withheld by the City of Spokane until March 2002 
became moot as a result of an order he issued in another River Park Square case 
last December. Because it was the December order that ultimately led to the release 
of the disputed documents, Murphy agreed with city special counsel Laurel 
Siddoway that Camas had no right to recover legal expenses and seek penalties for 
the documents.

The ruling left unresolved whether the city’s withholding of the documents 
in response to a January 2000 Camas public records request was supported by 
legitimate application of attorney/client privilege and work product exemptions to 
the state’s public disclosure law.

In a separate decision, Murphy ruled Spokane city councilman Steve Eugster 
was entitled to recover his legal expenses associated with Eugster’s efforts (on 
behalf of the Spokane Research and Defense Council) to obtain release of the same 
documents.

A transcript of Murphy’s ruling, his order, and associated materials related to 
Friday’s decision will be posted on the Camas website when they become available. 
Discovery related to the remaining portions of the Camas public records lawsuit is 
continuing pursuant to an order Murphy issued in April.

THE END

Copyright (c) 2002 by camasmagazine.com

For a copy of the city’s response to the Camas motion, click here.

For the Camas response to the city, click here.
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CITY RELEASES REPORT ON LYNCH/RODGERS INCIDENT (AUG 7, 2002)

In response to public records requests, Spokane City Attorney Mike Connelly on 
Tuesday released an independent investigation report on a May 16th confrontation 
between city administrator Jack Lynch and city councilwoman Cherie Rodgers. 
The report, prepared by Gonzaga University human resources specialist Victoria 
Loveland, results from a complaint Rodgers fi led on May 24th (see the Camas 
story, 5/26/02). Loveland concludes that while Lynch engaged in “unprofessional 
conduct” towards Rodgers, his conduct did not rise to the level of harassment as 
defi ned in the city’s personnel policy.

Tuesday’s release was accompanied by more than 100 pages of emails, memos, 
notes, and news clippings gathered by the city attorney’s offi ce related to the 
incident. Among those materials was an August 6th “apology” from Lynch to 
Rodgers, which states in its entirety:

“Despite being exonerated by an independent investigation that concluded I did 
not threaten, intimidate or harass you in violation of City of Spokane policy, I 
nonetheless provide you this written apology for your perception that I acted in 
an unprofessional manner. I have previously called for an end to this matter and 
renew my invitation to you to put this behind us in order that we may focus on the 
many issues that face our community.”

THE END

To download a copy of the Loveland report, click here.

For a copy of Loveland’s invoice and research log, click here.
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EDITORIAL: THE MAYOR’S SELF-AFFLICTION (AUG 15, 2002)
A misadventure exposes a dark side of John Powers’s leadership

In a recent refl ection on the fi nancial scandals of Enron and other high-fl ying U.S. 
corporations, New Yorker writer Malcolm Gladwell looked at how seemingly 
gifted corporate leaders had fl own their multibillion dollar enterprises squarely 
into mountainsides.

Particularly at Enron, Gladwell observed, it was the corporate star system run 
amok. Standards of accountability and even profi tability were suspended for those 
who were action-oriented and charismatic. Gladwell injected his analysis with 
fi ndings by psychologists Robert Hogan, Robert Raskin and Dan Fazzini, who 
grouped fl awed managers into three categories.

“The most interesting of the three is the Narcissist,” Gladwell wrote, “whose 
energy and self-confi dence and charm lead him inexorably up the corporate 
ladder.”

The calamities inevitably awaiting the narcissist and his followers stem from an 
overbearing self-confi dence. He sees accepting suggestions as a sign of weakness, 
is averse to taking responsibility for failures, and is heavily inclined to take more 
credit for successes than is merited by his contributions.

Whether Spokane’s new mayor fi ts neatly into the narcissist category is less 
important than the accumulating evidence that his fi xation with self-promotion has 
become a major weakness of his governing style. There’s no denying the mayor’s 
charisma and that his barnstorming approach has earned him a following. To 
those troubled by glimpses of a burgeoning ego in the mayor’s persona, the notion 
among his supporters is that maybe this is just what it takes to be strong mayor in a 
tough-to-please place like Spokane.

There may be something to that. But Spokanites are now getting to see the 
downside of this trait. The mayor’s handling of the May 16th incident involving 
city councilwoman Cherie Rodgers and city administrator Jack Lynch is more than 
a case in point. It is a signature crisis borne of Powers’s preoccupation with his 
public image and his aggressive approach to dealing with critics.

In recapping what happened between Lynch and Rodgers, it’s worthwhile to note 
the circumstances and events that led to it. Suffi ce to say, Rodgers and Powers 
dislike each other. Rodgers believes the mayor has, for purely political reasons, 



Camas Archive  —347—

tried to bury the truth about the city’s complicity with the Cowles family in the 
River Park Square fi asco. Powers thinks Rodgers doesn’t get the big picture about 
what’s best for Spokane and that her waking hours are fi lled with a search for any 
opportunity to try to embarrass him. But there was no big issue at stake in the 
Jack Lynch affair, just the mayor’s inner circle trying to choke off a public relations 
problem of their own making.

KREM-TV’s Kevin Oliver came to see Rodgers on May 16th to follow up on a 
colorful story he had broken the night before. The city was resisting the efforts of 
a local garden club to put up Lilac City welcome signs because the signs did not 
feature the mayor’s name. The garden club was incredulous, and the mayor’s 
chief lieutenant, city administrator Jack Lynch, became testy. On May 16 the story 
had a new twist. Both Oliver and Rodgers say that, independently of each other, 
they learned the mayor had personally ordered city workers to post the city’s own 
welcome signs-signs featuring his name. This was contrary to Lynch’s assertion 
that the sign fl ap was beyond Powers’s mayoral concerns. Oliver was dealing with 
an understandably anonymous source, and Rodgers was willing to talk on camera 
about what she’d learned.

According to the KREM reporter (and Rodgers), the confl ict on May 16th 
started when Susan Brudnicki walked by while Oliver and Rodgers were taping 
the interview in a sixth fl oor hallway. (Brudnicki is the director of the city’s 
neighborhood services program. She was involved in a controversy earlier this 
year, when several neighborhood leaders complained about her appointment. 
They assumed the city would conduct a national search to fi ll the post. Yet without 
obvious qualifi cations or experience, Brudnicki was appointed by the mayor. 
Previously she had been Powers’s campaign manager.) Brudnicki made it her 
business to go promptly downstairs to get Lynch and tell him about the interview.

Lynch arrived just after the interview concluded and, according to both Oliver and 
Rodgers, lit into both of them. Raising his voice, he angrily accused Rodgers of 
leaking the sign story to Oliver, something both the councilwoman and the reporter 
say they denied to Lynch on the spot. From that point on, the damage control issue 
shifted from the sign story to the unfolding confrontation. Thanks only to Lynch’s 
and Powers’s mishandling of it, the public relations fi re in the wastebasket would 
proceed to ignite the curtains and spread from there.

At any time in the hours and days after the altercation, the sensible thing would 
have been for Lynch to confess his frustration about the sign story and apologize 
for going off on Rodgers and Oliver. Powers could easily have instructed him to 
do so. Instead, the city administrator (also a Powers appointee) sat down and put 
in writing a false explanation of why he was on the sixth fl oor at the time and then 
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further indulged his anger. Rodgers and councilman Steve Corker (who had heard 
Lynch yelling and intervened to put an end to it) were, he wrote, “practiced liars” 
who were intent on using the episode as part of a political attack on the mayor.

Because she did not receive an apology from Lynch, Rodgers fi led a complaint on 
May 24th. The complaint was assigned to an independent investigator, Victoria 
Loveland, a Gonzaga University human resources specialist.

Loveland reported back directly to Powers. On July 18th, after meeting with 
Rodgers and Lynch, Powers talked publicly about the report. He gave the clear 
impression that it exonerated Lynch. According to Powers, he told both Rodgers 
and Lynch to apologize to city staff members who had witnessed the encounter. 
At the time, he refused to release the report or even allow Rodgers to question 
Loveland about her fi ndings.

“The matter,” said the mayor, “is concluded.”

Not quite.

The mayor, a lawyer whose special counsel-Laurel Siddoway-specializes in 
public records law, should have known he could not legally withhold the report. 
And when city attorney Mike Connelly fi nally agreed with petitioning news 
organizations that the report had to be made public, the report (but not Loveland’s 
notes) were released on August 6th.

The report itself is an odd document. Remarkably, Loveland suggests that Rodgers 
was somehow at fault that the confl ict occurred in a public place. It also raises more 
questions than it answers. Why, for example, would Loveland spend nearly an 
hour interviewing councilwoman Roberta Greene (a political adversary of Rodgers 
who was not even in the building at the time of the incident) but not interview the 
KREM cameraman who was an eyewitness with Oliver?

Loveland concluded that Lynch’s conduct did not fi t the city’s personnel policy 
defi nition of harassment. Instead, she found Lynch had engaged in “exaggerated 
criticism” of Rodgers that constituted, in Loveland’s words, “unprofessional 
conduct.” (KREM’s Oliver was more plainspoken about what he saw. He told 
Camas that Lynch had gotten right in Rodgers’s face and was yelling at her). 
Loveland also reported, without drawing any conclusions, a contradiction. In 
writing Lynch explained that he’d gone to see Rodgers to discuss budget cuts and 
city jobs. Yet in her interview, Loveland reported, Lynch indicated he went to the 
6th fl oor because Brudnicki had alerted him to the KREM taping.
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The mayor omitted these embarrassing details when he, alone, had possession 
of the report. The mayor further damaged his credibility by how he and Lynch 
handled the “unprofessional” fi nding when it fi nally came to light. With the release 
of the report, Lynch authored a non-apology to Rodgers in which he falsely claimed 
that he’d been “exonerated” but was nonetheless sorry “for your perception that 
I acted in an unprofessional manner.” Simultaneous with the release of Lynch’s 
statement to Rodgers, Powers told the Spokesman-Review that Lynch is “a man of 
exceptional character and courage.”

It’s one thing for Lynch to send himself up in fl ames with his conduct and 
accusations. But the buck stops with Powers. What did Cherie Rodgers do to 
warrant being told by the mayor to apologize to anyone? Why would Powers claim 
exoneration for Lynch and then praise him at the same time his city administrator 
was being revealed as a duplicitous hothead who refused to even acknowledge his 
“unprofessional” conduct?

As serious as the Lynch-Rodgers episode is, the incident would matter less if not 
for the larger pattern of the mayor’s decision-making and the moral pretensions 
of Powers’s rhetoric. The welcome sign fi asco occurred at about the same time 
expensive displays were put up at entrances to city hall featuring large color 
portraits of the mayor. This conscious self-promotion is accompanied with a 
disturbing degree of high-handedness and insular decision-making. Brudnicki’s 
appointment is one example. Another is the way in which Powers made his most 
important decision-the dramatic restructuring of the city’s RPS legal strategy-
without any consultation with the city council.

Powers promotes his leadership on intensely moral arguments about what’s right 
for the community. He says he wants Spokane to summon the courage to make 
profound changes, some of which will involve overdue and diffi cult realignments 
of power and economic decision-making. He says he’s committed to a community 
that is more humane in defi ning its problems and more creative in solving them. 
But the mayor only makes matters worse for everybody if he isn’t willing to gather 
the presence and courage to admit his mistakes and to lead by example.

THE END

Copyright (c) 2002 by camasmagazine.com
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‘BLOOD SPORT’ (AUG 16, 2002)
State’s Top Law Firm Quits Spokane Over RPS Litigation

Roy Koegen bent over backwards for a deal his long-time client really wanted. 
When the deal blew up, the client wanted someone else to blame. Him.

Quietly, a prominent member of Spokane’s legal establishment has decided to 
pull up stakes and leave town. Although it made no public announcement of its 
decision, Perkins Coie, the state’s largest law fi rm, former bond counsel to the 
City of Spokane, internationally recognized for its expertise in municipal fi nance, 
on August 8 informed its Spokane staff that it will cease operations here effective 
November 30.

While taking great pains to stress his confi dence in Spokane’s future and his 
loyalty to the community, senior Spokane Perkins Coie attorney Roy Koegen 
acknowledged that a major reason for the closure is River Park Square litigation. 
The city is suing Koegen’s fi rm and Koegen personally for their roles in 
representing Spokane in the sale of the RPS garage bonds.

That litigation fatally injured Perkins Coie revenue in Spokane, said Koegen, 
making it no longer possible for the fi rm to profi tably operate here with a full staff. 
(The fi rm has 16 offi ces worldwide, employing 1100.) Not only did the city’s suit 
end his own 21-year career as Spokane’s bond counsel, he explained, it created 
confl icts of interest that killed the jobs of other local Perkins Coie attorneys.

Only reluctantly did Koegen grant an interview to Camas Magazine after Camas 
learned from other sources of Perkins Coie’s hushed decision. Koegen hoped to 
avoid publicity. He is representing Spokane County in its planned sale of bonds to 
fi nance expansion of the Convention Center and noted that Spokane already has a 
black eye in the nation’s municipal bond market because of River Park Square. His 
sensitivity to Spokane’s tarnished reputation was heightened, because on August 
2nd Standard & Poor’s revised Spokane County’s credit outlook from stable to 
negative. S&P cited weakened county economic conditions, not anything to do 
with River Park Square. Still, in preparing for the Convention Center bond sale, 
Koegen is taking pains to distinguish the county from the city. He acknowledged 
that in the volatile climate caused by River Park Square, departure of the state’s 
largest law fi rm from the state’s second largest city could hardly be construed by 
outside observers as a vote of confi dence in the area’s economic attractiveness.
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In a tape-recorded interview in which he spoke slowly and chose his words 
carefully, Koegen said the following of the Perkins Coie decision: “Over the last 
two-and-a-half years we’ve encountered signifi cant confl icts with our litigation 
department, which has resulted in our litigators being underemployed, and we 
don’t see that turning around. And that factor, coupled with the fact that Perkins is 
focusing on a technology practice, led us to the determination to close this offi ce.”

Asked to be specifi c about the confl icts, Koegen explained that two of their top 
lawyers had worked extensively on city projects. Rocky Trappiedi handled police 
department litigation, and Mary Gaston was responsible for a wide assortment of 
the city’s major appellate litigation. The city’s lawsuit against Perkins Coie broke 
Trappiedi’s and Gaston’s rice bowls. In addition, said Koegen, confl icts arose 
between work the Seattle offi ce was doing and work that had become available to 
the Spokane offi ce.

The Fall Guy

Between the lines of Koegen’s cautious description of Perkins Coie’s departure, a 
stark portrait comes into focus of collateral damage done by the city’s controversial 
legal strategy. As Camas has reported elsewhere (see “Powers Play” and 
“Sympathetic Lies”), shortly after Mayor John Powers came to offi ce in January 
2001, he and his special River Park Square legal advisor, Laurel Siddoway, adopted 
an extraordinary litigation strategy. To the extent anyone connected with the city 
was to blame for the RPS mess, their charge was that it was all Koegen’s fault. 
He had misrepresented the city’s endorsement of a central lease agreement, they 
claimed. He hadn’t done his duty and adequately informed the city council of the 
fi nancial details of the complicated real estate deal.

It was an embarrassing and divisive assertion.

The Powers/Siddoway gambit fl ew straight in the face of readily discernible 
facts. Even by January 2001, abundant documentation suggested that Powers and 
Siddoway had embarked on a politically expedient revision of history. They hadn’t 
produced a single affi davit from present or past elected offi cials agreeing with their 
Koegen dunnit theory. According to city council sources, behind closed doors all 
members of the city council informed Powers that they objected to his accusations 
against Koegen and Perkins Coie. That in itself is historic in recent Spokane affairs, 
as the entire city council has rarely agreed on anything, let alone matters pertaining 
to River Park Square. Remarkably, Powers and Siddoway, two seasoned lawyers, 
were headed for court with a mountain of evidence and a unifi ed front of elected 
offi cials against them.
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Also, the sobering danger of their game plan was that it left Spokane on the fi eld 
with an incomparably more powerful opponent. Namely, the U.S. municipal bond 
market.

Spokane Incites Ire of Bond Market

Municipal securities have been sold for millennia, and in all that time one principle 
has emerged as sacred: you may not repudiate a debt. You may not say, “I won’t 
pay.” You may default. You may say, “Sorry, times are hard. I can’t pay you back 
right now according to the original schedule.” That’s okay. The bond markets will 
work with you to refi nance. But you can’t just fold your arms and say, “No.”

From the perspective of the bondholders, that’s just what Spokane has done. First 
under Mayor John Talbott, and now under Mayor Powers, as the bondholders 
see it, the people of Spokane are trying to stiff those from whom they borrowed 
money. Roy Koegen warned both administrations that this is a dangerous strategy. 
He urged Spokane to pursue whatever legal claims it thought it had against any 
party to the River Park Square project. That included him and Perkins Coie. But 
under no circumstances, said Koegen, should the city not honor its obligations to 
bondholders.

For political and other legal reasons, the 2000 city council refused to honor the 
city’s pledge to loan money to the failing garage. Their main argument, at the time, 
was that the city shouldn’t be required to loan money when it was clear the money 
couldn’t be repaid by the agency operating the garage.

With their new legal strategy, Laurel Siddoway and John Powers went a step 
further. They argued the city never really agreed that garage revenues would fi rst 
be applied to repay bondholders. This is an astounding argument, given that the 
credit ratings agencies and agents for bondholders were informed that the bonds 
simply could not be marketed without this commitment. Top city offi cials and 
members of the 1997 council insist they understood this.

What the Powers/Siddoway strategy said is that, because the “fl ow of funds” 
commitment wasn’t written explicitly in an ordinance, it’s not binding. It’s 
technically true Spokane wasn’t directly reneging on the bonds; they weren’t city 
bonds. (They were sold by the Spokane Downtown Foundation, set up specifi cally 
to buy the garage “on behalf of” the city.) But such hair-splitting was greeted 
with contempt on Wall Street. The message they got: Spokane was bailing on a 
commitment to back $31 million worth of bonds sold to the most powerful fi nancial 
institutions in the country, based on a fi nger-pointing, “Roy-misrepresented-us” 
argument. Meanwhile, from the bondholders’ perspective, the most certifi ably 
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innocent parties to the River Park Square project were being harmed. That would 
be the bond purchasers themselves. They were told Spokane would put them at the 
front of the line to be paid back.

Regarding the fl ow of funds, a recently released document provides even more 
evidence that Koegen was simply following orders, not misleading his client, as the 
mayor and his special counsel assert. An April 23, 1997 memo from Koegen to Mike 
Ormsby and Duane Swinton says, among other things, “You will note that I have 
not changed the fl ow of funds. When I met with the Finance Committee earlier this 
week, I was instructed to leave the fl ow of funds as presently structured.” (Ormsby 
is an attorney with Preston Gates & Ellis, counsel to the bond purchasers, and 
was also John Powers’s campaign treasurer. Swinton is an attorney for River Park 
Square.)

Given the weight of evidence against it, the Powers/Siddoway theory was risky 
from the outset. It may be getting riskier as litigation discovery is now producing 
thousands of pages of documents revealing lurid details that neither the developer 
nor the city ever intended to be public. Many of those details show that the 
developer put tremendous pressure on the city and that the city, and Koegen, 
yielded.

Koegen’s Struggle

Whatever Koegen’s ultimate culpability, if any, the contents of many of the 
discovery documents show that he tried desperately to act as a control rod on a 
runaway project. He failed. Had he succeeded, River Park Square might not be 
unfolding as the tale of an unprecedented shipwreck for Spokane.

For example, there’s the July 1, 1998 letter Koegen wrote to former city councilman 
Orville Barnes. At more than two pages, single-spaced, it’s a veritable powder keg 
of revelation. Among its points:

“Perkins Coie LLP began work on this project in 1996. At that time, we were asked 
to assume management of the project, to prepare all essential documents to which 
the City was to be a party and to negotiate the transaction on behalf of the City. 
We followed those directions, brought in lawyers who were both experts in real 
property law and commercial transactions of this type, and prepared all essential 
documents. Through this process, [Cowles attorney] Duane Swinton requested 
computer disk copies of our documents and put them on his computer system 
so that he would have control of production and changes. As he made changes, 
he refused to blackline the documents to show the changes, thereby requiring us 
to review them line by line in order to detect changes Mr. Swinton failed to tell 
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us about. That practice continues, with the Nordstrom lease and Mr. Hickman’s 
memorandum being the most recent examples. Our goal was to make certain that 
the City, its taxpayers and its revenues were fully protected...

“In normal conduit fi nancings, bond issuers require that all of their cost[s] be paid 
by the benefi cial user of the bond proceeds (the Developer). In this instance, not 
only has it been asserted that the purchase price for the garage is too high, but the 
City has agreed to pay the Developer back the City’s administrative costs plus 
interest.

“Betsy’s only objection is that it will delay her receiving one-half of any net profi ts 
from the garage operations. This seems particularly unfair to the City.” [This is a 
reference to RPS developer Betsy Cowles.]

Here is clear evidence that Koegen objected to the infl uence exerted by the 
developer. The Hickman memorandum refers to a credit analysis of Spokane’s 
$23 million loan of federal Housing and Urban Development funds to the Cowles 
family to help build the mall. The city hired Gonzaga professors Clarence Barnes, 
Kent Hickman, and Carl Bozman to perform that study to satisfy a federal 
requirement. This reference to Swinton’s alterations calls into question the 
independence of the analysis. (The so-called “Gonzaga Report” will be the focus of 
an upcoming Camas story.)

Still, legal interpretation of Koegen’s July 1, 1998 letter may not ultimately break 
entirely his way. Reason: while Koegen fi rst objected to violating federal tax rules, 
he appears to have eventually caved in to developer pressure. Some documents 
show that he tried to steer both the city and developer away from issuing tax-free 
bonds to fi nance the RPS garage. Koegen worried that there was too much private 
control of the garage to qualify it as a public facility entitled to tax-free fi nancing. 
To back him up in that conclusion, Koegen obtained a letter from an independent 
source-Preston Gates & and Ellis attorney William Mantle-who reiterated the 
same conclusion. (Koegen and Mantle were apparently right. The IRS issued a 
preliminary ruling last year that the bonds aren’t tax-exempt.)

But not only was Koegen pressured to change his mind and go along, he was urged 
to get bondholder attorney Mantle to do the same thing. In Koegen’s July 1, 1998 
letter to Barnes, he wrote: “... We were asked to do research and convince Preston 
that the bonds ... would be tax exempt. We were successful in doing so...”

How Perkins Coie succeeded in changing the mind of Preston Gates & Ellis on this 
matter is an important question for both law fi rms. The bondholders-who have 
sued the developer, the city, Preston Gates & Ellis and many others for securities 
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fraud-will almost certainly want that question clearly answered.

Koegen now says the issue was resolved when he, Mike Ormsby, Duane Swinton 
and William Mantle had a telephone conference call in which they agreed to a 
restructuring of the deal. The new terms, he says, transferred more control of 
the garage to the Parking Public Development Authority (PDA). That fi xed the 
tax problem, he says. According to Koegen, this single telephone conference call 
between Perkins Coie, Preston Gates & Ellis, and the developer’s attorney is 
how Perkins Coie managed to “convince Preston that the bonds ... would be tax 
exempt.” Koegen acknowledges that this critically important revised arrangement 
was never committed to writing.

Pressed on whether that mere phone conversation truly corrected the project’s tax 
fl aws, Koegen was fi rm: it did.

“There’s no doubt in your mind that it fi xed that issue?” a Camas reporter asked 
him.

“It’s my opinion that it was fi xed,” he replied.

That conclusion contradicts the assessment of the matter Koegen gave to Camas 
Magazine on July 7, 2000. (See “Parking In The Loopholes.”) In that interview 
Koegen explained that what concerned him was the long-term control over the 
garage that the deal handed to Nordstrom. “I was concerned about Nordstrom 
having control over it [the garage] when the city got title to it,” Koegen told Camas. 
“Our point is you can’t have the benefi ts of public fi nancing and private control.”

“Is it your belief that the problem is solved?” Camas asked him then.

“No,” said Koegen.

Public records suggest that Koegen’s earlier answer was the correct one.

Wrangling Over the Parking Covenants

At the heart of Koegen’s argument with the developer over whether the garage 
could be fi nanced with tax-exempt bonds are “covenants” that give Nordstrom 
explicit control of the facility. The developer and the city successfully fought 
to keep the public from seeing the Nordstrom lease until the RPS deal was 
consummated. For Nordstrom to have control over the garage carried huge 
consequences, and not just for the city. Section 8.4 of Nordstrom’s lease provides 
that if the covenants are enforced, Nordstrom will pay the Cowles family $1.3 
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million per year in rent. If they aren’t enforced, Nordstrom’s annual rent drops to 
$520,000.

The tax-exempt fi nancing that Koegen was trying to clean up was worth millions 
of dollars to the Cowles family over the life of the project. Correspondence between 
the developer and Koegen leaves no doubt that everyone knew what was at stake.

8/1/96: Cowles attorney Stan Schultz to Koegen: we “are frankly at a loss to 
understand” your opinion “about too much private involvement.”

1/31/97: Swinton letter to Preston Gates & Ellis complained about the concern that 
the Nordstrom parking requirements create an unlawful “encumbrance.”

6/30/97: Swinton to Koegen reporting that the Nordstrom lease provisions are 
non-negotiable.

7/24/97: Koegen to William Mantle of Preston Gates & Ellis: give us a second 
opinion.

7/31/97: Mantle weighs in, upholds Koegen.

8/11/97: Swinton to Koegen: “We either have to get him [Mantle] to change his 
mind immediately (which appears to be doubtful) or we need an opinion from 
other tax counsel on this issue. In any event, this issue must be resolved this week.”

8/13/97: Koegen to Swinton: “The City could not pass an ordinance agreeing 
to be bound by all of the terms and provisions of the Parking Agreement and 
Parking Covenants because they contain ultra vires [beyond their legal authority] 
provisions. I agree that we need to resolve the tax issues, but I do not see that being 
accomplished until next week.”

8/26/97: Swinton to Koegen: “While there is a possibility there may be an 
alternative course with regard to the ‘encumbrance’ issue, that alternative is by no 
means certain. As a result, if there are other possibilities of obtaining a different 
interpretation of federal tax law with regard to whether the Parking Agreement 
and Parking Covenants constitute an encumbrance, we would like to continue to 
pursue those alternatives. Basically, is there anybody who can convince Mantel [sic] 
that his interpretation is overly restrictive?”

After the mall opened, as its fi nances began to collapse, correspondence from 
Nordstrom and Koegen makes it clear that Nordstrom was asserting exactly the 
sort of control over the garage that Koegen had protested.
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In a February 7, 2000 letter to PDA president Terry Novak, Nordstrom vice 
president David Mackie wrote that he was aware some PDA and city council 
members wanted more of the garage made available to monthly public parkers. 
That would help relieve the garage’s revenue shortfall. Mackie objected and 
reminded Novak of the “agreements which your organization became a party to 
when it was assigned the lease to the parking garage.”

In a March 24, 2000 letter back to Mackie, Koegen wrote: “The Authority proposes 
that monthly parking be offered on a month-to-month basis to customers. The 
contract between the Authority and Nordstrom should be reviewed every three 
months.”

This raises key questions. If the conference call between Koegen, Mantle, Ormsby 
and Swinton really had adequately transferred control of the garage to the “public 
authority” that was supposed to be in charge, why would that authority have 
to propose anything to Nordstrom? Why would it even need a contract with 
Nordstrom?

On August 8, 2001, the IRS underscored such questions when it wrote a 
preliminary determination that the bonds were not eligible for tax exemption. 
Among other things, the IRS reported, the parking contracts between RPS and 
Nordstrom “were binding on” the issuer of the bonds and thus “the level of control 
of the facility by private parties violates” the IRS’s private business use test for tax-
exempt fi nancing.

Koegen’s Sin--He Did “What the City Asked of Him”

The tax status of the bonds sold to fi nance the River Park Square garage is an 
especially poignant example of Koegen being trapped between the proverbial rock 
and hard place. Nevertheless, for Perkins Coie attorneys who fi nd themselves in 
such tight spots, the fi rm’s corporate culture offers written guidance. Prominently 
displayed in the reception area of the elegant Old City Hall offi ces in Spokane is a 
placard promoting the fi rm’s services. It quotes J.P. Morgan. “I don’t want lawyers 
to tell me what I cannot do,” said the great banker. “I hire them to tell me how to 
do what I want to do.”

That philosophy ultimately triggered trust-busting of tycoons like Morgan. Given 
the aggressive demands of the River Park Square developer, how well it ultimately 
serves Perkins Coie remains to be seen.

But even if Koegen did not wrestle his moral dilemma to the ground as others 
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might have wished him to do, some of River Park Square’s staunchest critics 
defend him. They believe John Powers and Laurel Siddoway have cynically 
sacrifi ced Koegen and his fi rm for sins he tried to resist, for sins the developer and 
the city committed themselves and pressured Koegen to go along with.

“John Powers and Laurel Siddoway have made getting Roy Koegen a blood sport,” 
says Councilwoman Cherie Rodgers. “All Koegen did is what the city asked of 
him.”

Councilman Steve Corker agrees and is outspoken in his defense of Koegen.

“I think what the mayor’s strategy is attempting to do is to minimize obligation on 
the part of the city and the Cowles and to have as much of the burden as possible 
for the failure of River Park Square to fall on the hands of Roy Koegen and his law 
fi rm,” says Corker.

In explaining the unanimous city council support Koegen enjoyed when Powers 
took offi ce, Corker notes that the unanimity actually came from two otherwise 
hotly divided camps. Some council members believed that the RPS legal strategy 
of former Mayor John Talbott and his special RPS counsel, Seattle’s O. Yale Lewis, 
was the correct one. Talbott and Lewis argued that city offi cials had entered into a 
civil conspiracy with the RPS developer to make illegal use of public funds. Other 
council members rejected that theory.

“There was the perspective of the council minority-referring to [Stever] Eugster, 
Rodgers and myself-who felt that the conspiracy theory had to involve the Cowles 
and certain people in city hall, and that it was unfair to dump that responsibility 
or blame on Roy Koegen and his law fi rm,” says Corker. “I think there were others 
on the council who felt like it was just unfair for Roy to be singled out, because 
they felt that he was acting and representing the city’s interest, and that a lot of 
his actions were instructions from city offi cials, both elected and executive. And 
so their perspective was a little bit different than ours on the conspiracy issue. It 
was that it was unfair to single Roy out as a soldier who was following orders... 
Probably our expression was coming from two different bases, but the expression 
was the same: It’s unfair to make him the fall guy.”

Ironically, only RPS critics Rodgers, Corker and Eugster have ever vigorously 
defended Koegen publicly. RPS proponents Roberta Greene and Phyllis Holmes 
never uttered a public word in Koegen’s behalf. Current council president Rob 
Higgins, a member of the 1998 fi nance committee that signed off on the deal, 
offered the most reluctant of Koegen defenses. At the mayor’s Feb. 22, 2001 press 
briefi ng, shortly after Powers and Siddoway revealed they were going after Koegen 
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and his fi rm, Camas had the following exchange with Higgins:

Camas: “Do you think he [Koegen] did a good job? You were there for most of the 
time. Was there ever a period when you thought he was not representing the will of 
the council in that matter?...

Higgins: “At that time, in 1998? No, he was defi nitely, I think, following the will of 
the council.”

Corker believes River Park Square presents Spokane with a crisis of character. 
According to Corker, dishonesty caused the problem, and the dishonesty of Powers 
and Siddoway is making it worse. But even before Powers came to offi ce, he says, 
there were clashing schools of thought inside city hall about how to defuse the 
crisis.

“There was a discussion that took place between [former city manager] Henry 
Miggins, Talbott, myself, and [assistant city attorney] Milt Rowland with Yale 
Lewis. That discussion was at a time, in the year 2000, when Yale was beginning to 
discover things that could prove harmful to the city’s case, or the city’s innocence 
in being ‘exploited by the Cowles...’ “

Corker says the encounter grew heated when Rowland warned of the danger of 
full disclosure and said, “What you’re doing could really hurt the City of Spokane.”

Says Corker: “I remember saying to him, ‘Milt, you’ve done your job. As a city 
attorney, you’ve told us what’s in the best interest of the city. As elected offi cials, 
we’ve got to do what’s right.’ And he said, ‘You’re going to hurt the city.’ And I 
said, ‘There’s a higher obligation in our oath of offi ce to the City of Spokane. That 
oath and obligation is to what’s right.’ “

As Corker sees it, he and the old council majority that advocated full disclosure of 
the RPS deal lost that argument. He sees Koegen and his law fi rm as being on the 
losing end of that argument, too.

Koegen downplays that conclusion. Perkins Coie, he says, has offered to absorb the 
seven attorneys and seven staffers displaced from its Spokane offi ce in the fi rm’s 
other Northwest offi ces. For his part, Koegen hopes to remain in Spokane. At the 
moment, however, his plans are up in the air.

THE END

Copyright (c) 2002 by camasmagazine.com
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THE CASE OF THE INVISIBLE CLIENT — PART 1 (OCT 8, 2002)
The record shows Mayor John Powers and Laurel Siddoway built the city’s River 
Park Square case on false characterizations of what top city offi cials knew and 
did.

When John Powers took over as Spokane’s mayor in 2001, two demons awaited 
him at city hall. The fi rst was the intractable problem of River Park Square. The 
second was a daunting report on what caused the problem.

The report had been authored by O. Yale Lewis, the Seattle attorney who served 
as special River Park Square counsel to the 2000 city council. What made Lewis’s 
report daunting wasn’t its size but what it said.

In 15 single-spaced pages Lewis suggested that city offi cials had engaged in a civil 
conspiracy with Spokane’s most powerful family to improperly divert public funds 
for private purpose. The family, of course, was the Cowleses. The purpose was 
to help them build their mall. The implication was that Spokane had been taken 
hostage in River Park Square, sold out by its own leaders.

The Lewis report and the lawsuits he fi led for the city were the clearest signs that 
Powers was taking offi ce in the midst of a historic confrontation. At the very least, 
the outcome was likely to determine the reputation of Spokane’s new mayor. 
Beyond that, it could also determine the future of the community for years, if not 
generations to come.

As Councilman Steve Eugster tells the story, Yale Lewis was hired by the city in 
the spring of 2000 because the council majority felt trapped. River Park Square 
had become a house of cards collapsing around them. Within months of the mall’s 
opening, the the city was asked to loan money to the failing garage. Eugster, Steve 
Corker, Cherie Rodgers, and John Talbott cast deciding votes against the loan. They 
knew the developer was about to seek a writ of mandamus ordering the city to pay, 
says Eugster, and they felt the public lacked appropriate legal representation. The 
council’s RPS critics didn’t trust city attorney James Sloane because they suspected 
him and his legal department of complicity with the developer.

Eugster was driving to Seattle when he thought to call Lewis, a former law partner 
with whom he hadn’t spoken since 1990. Lewis had helped draft state legislation 
enabling public/private partnerships like River Park Square, and Eugster knew 
he was an expert on the subject. From his cell phone Eugster reached Lewis; Lewis 
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agreed to come to Spokane for a preliminary conversation. He was hired as special 
RPS counsel shortly afterward.

“At that time I did not have any idea where Yale Lewis was going to go,” says 
Eugster. “Actually, I kind of thought that he would basically say, ‘Hey, there’s 
nothing wrong with this. This is the way it’s done all the time. Don’t worry about 
it.’ But instead, he started digging into the facts, and as it turns out he was just 
beside himself with what he had seen happen here... He was pretty convinced that 
there was some terrible wrongdoing.”

Based on interviews and his review of city documents, Lewis saw evidence that 
city offi cials had worked with Betsy Cowles and her colleagues to cook up an 
illegal scheme. On behalf of the city, Lewis fi led suit in state court in July of 2000, 
amending his complaint in August.

Lewis charged that “various John and Jane Does” who “may include city offi cials” 
had been involved in a “conspiracy to divert public funds to a private entity for a 
private purpose.”

When he issued his report on October 30, 2000, Lewis was more specifi c about 
what he’d uncovered. On many points his fi ndings render substantial criticisms 
of former bond counsel Roy Koegen, a key architect of the RPS deal. Lewis named 
former mayor Jack Geraghty, former council member Orville Barnes, and the city’s 
fi nance committee (then including Barnes, Geraghty and current council member 
Roberta Greene) as those whom Koegen had identifi ed as being “fully informed” 
about the intricacies of the River Park Square negotiations. Lewis also reported that 
Cowles’s lead negotiator, attorney Duane Swinton, had “asserted vigorously” in 
conversations with Lewis that city offi cials had been kept thoroughly informed.

The offi cials in question-in addition to Koegen-constituted Spokane’s senior 
executives. Lewis wrote, “a document review suggests that [city attorney] Jim 
Sloane and [deputy city manager] Pete Fortin were usually in the loop,” along with 
city manager Bill Pupo and assistant city attorney Stanley Schwartz.

Others were implicated in the conspiracy, too. For instance, a prominent player 
was an attorney for a new non-profi t corporation, originally set up by Cowles 
lawyers to “buy” the garage from Cowles real estate companies. Although Lewis 
only referred to him by title, his name is Mike Ormsby. At the time Lewis fi led his 
report, Ormsby was serving as campaign treasurer for candidate John Powers.

Here, then, was the trouble with the Lewis report. Its outline of the city’s 
knowledge and involvement was a blueprint for any investigation building on the 



Camas Archive  —362—

civil conspiracy charges the city had already fi led. Given the social and political 
connections of those involved, it was an investigation that could lead to a broad 
civil indictment of the corruption within the power structure of a good-sized 
American city. Consequences could ranged from ruined reputations and failed re-
election bids, to perhaps even criminal referrals.

In a sense, Yale Lewis’s lawsuit would have put, not just the Cowles family and 
various city offi cials on trial, but Spokane itself. John Powers didn’t want to do 
that.

Changing Directions

One of John Powers’s fi rst big decisions as mayor was to replace Yale Lewis with 
attorney Laurel Siddoway, a major Powers campaign contributor. The fi rst thing 
Powers and Siddoway did together was issue a de facto political pardon to the 
Spokane establishment implicated by Lewis’s investigation. This was done by 
dropping the ugly civil conspiracy charges. The mayor and his lawyer said they 
weren’t persuaded by Lewis’s evidence. Also, they thought pursuing it would be 
destructive to the community and counterproductive to solving the RPS mess. 
The claims against Cowles real estate companies were changed to “commercial 
frustration” and “breach of duties” claims, alleging that agents for the developer 
withheld key information from city offi cials. As for the public offi cials and city 
leaders who may have acted beyond their legal authority to arrange for massive 
public subsidies to Cowles companies, Powers and Siddoway were letting them off 
the hook.

The RPS crisis itself remained, with garage revenues falling well short of even 
worst case scenarios projected by outside consultants. Powers and Siddoway 
replaced Lewis’s bitter medicine with what they hoped was a more palatable 
remedy. It consisted of two new arguments. The city’s contractual liability for the 
failing garage was dealt with fi rst.

In the two years since Lewis fi led his report, pretrial discovery has generated 
volumes of additional evidence illuminating what city offi cials knew about the 
irregularities of the RPS deal and their risks for Spokane taxpayers. Powers and 
Siddoway, however, haven’t blinked. In court fi lings their constant refrain is that 
the city was duped.

Faced with a potential drain from its parking meter fund of $40 million over 20 
years (and more if the cost of the meter patrols is included), the new mayor’s 
special counsel boldly asserted that the city hadn’t really agreed to prop up the 
struggling public garage on terms several city offi cials had endorsed with their 
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signatures. Although the council approved a 1997 ordinance that pledged the city’s 
parking meter money, and even some of its general fund, to fi nance the garage, 
Siddoway argued that the ordinance lacked specifi c language.

This was a stunning and highly legalistic effort to redefi ne the basic terms of the 
city’s commitment to the garage transaction.

The second argument was as novel as the fi rst, riding on the coattails of the 
bondholders’ securities fraud lawsuit. If the bondholders were victims of padded 
fi nancial projections, secret meetings, and other shenanigans, well then, so was 
the city. The city, said Powers and Siddoway, had been duped by the same sharp 
dealers. They even offered up one of their own, naming city bond counsel Roy 
Koegen and his fi rm to a list of offenders that included the River Park Square 
developer, Walker Parking Consultants, the Spokane Downtown Foundation and 
the Spokane Parking Public Development Authority.

“Legal Nuclear War”

Notes and documents found by Camas Magazine during a review of Spokane 
Parking Public Development Authority (PDA) fi les reveal that two of the most 
well-placed insiders were deeply troubled by the Powers/Siddoway legal strategy 
from the moment it was introduced.

“This is an invitation to legal nuclear war,” former PDA president Terry Novak 
confi ded in notes dated February 13, 2001. The hand-written notes were of an 
executive session briefi ng of the PDA board on the new mayor’s game plan. The 
briefi ng was conducted by the PDA’s pro bono attorney, Jim King.

Novak’s notes record that King was “Dismayed” and “appalled.” “Lauri’s theory is 
vs. facts,” wrote Novak. Siddoway didn’t review the documents, Novak wrote, and 
she didn’t interview “employees or C’members,” presumably a reference to city 
staff and city council or fi nance committee members who knew how the RPS deal 
was done. Camas has learned independently that Siddoway did contact former 
mayor Jack Geraghty to seek his opinion of her new argument. But Geraghty told 
Camas in a February 21, 2001 interview that he clearly understood that the city was 
agreeing to the garage revenue “fl ow of funds” that Siddoway’s new argument 
disputes.

Asked by Camas if he thought the 1997 city council made the commitment 
contested by Siddoway and, if so, if they’d understood it, Geraghty replied: 
“Certainly my recollection is they [the council] did and understood it.”
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“The bondholders will have to take a haircut.”

City sources say that behind closed doors Powers and Siddoway have been cavalier 
from the beginning with their suggestion that bondholders should have done a 
better job looking out for themselves. The sources, who requested anonymity, 
said Siddoway has privately declared that, “The bondholders will have to take a 
haircut,” meaning they will have to share in the project’s losses.

Novak’s notes record alarm about the Powers/Siddoway approach.

“ ‘Too bad’ attitude toward bondholders = danger,” Novak wrote. Novak predicted 
that an investigation by the Securities and Exchange Commission would be 
triggered, that the “city will be liable for bond holder losses,” and that city council 
members and Downtown Spokane Foundation board members could be named 
as defendants in securities fraud litigation. He concluded his notes with: “This 
is an invitation to ‘legal nuclear war’ & will spin out of control. Terrible Move. 
[Emphasis in original.]”

Camas located these notes in the PDA’s fi les and confi rmed with Novak they were 
his.

The city’s former real estate manager claims Siddoway cut him off when he 
offered details about his objections to the garage deal, telling him it would be 
“damaging to the city” for her to hear how he tried to register his protests with 
city leaders. Siddoway says she doesn’t recall the conversation.

Apart from its obvious provocation, what is baffl ing about the Powers/Siddoway 
legal argument is the volume of public records that directly contradict the central 
propositions, that the city never agreed that parking garage revenues would go 
fi rst to repay bondholders, and that the city was duped by its bond counsel, the 
RPS developer, and others about the risks the deal posed to the city.

Even more remarkable: Siddoway herself has fi led some of the most important of 
those records with the court as attachments to her legal arguments. In doing so, 
she has ignored contents that implicate the involvement and knowledge of city 
offi cials. Thus, she has simply edited her client out of dramatic scenes leading up to 
the River Park Square crisis.

As Laurel Siddoway lines up the RPS suspects, her client-the City of Spokane-
is missing. Some lawyers, who ask not to be identifi ed, say that her actions are 
so blatantly misleading as to raise questions about whether she is in violation of 
professional rules of conduct. Those rules require attorneys to practice “candor 
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toward the tribunal,” meaning they may not knowingly misstate evidence to the 
court.

On a particularly sensitive matter-given Siddoway’s “fl ow of funds” argument, 
records obtained by Camas indicate that Siddoway, or attorneys working with 
Siddoway, edited the sworn declaration of former city attorney Stan Schwartz in a 
manner that signifi cantly muted, if it didn’t materially alter, Schwartz’s expressed 
understanding about the city’s commitment to repay bond purchasers. Siddoway 
denies that she edited the statement.

(See sidebar, “Behind the Scenes: ‘We don’t want to talk about this anymore.’ “)

Continued in Part 2: Truth or Consequences

In court papers, Spokane’s special counsel argues the city was left in the dark about 
an 11th-hour RPS crisis. But her own exhibits are part of the evidence that city 
offi cials not only knew about the problem, but took the lead in trying to solve it.

Copyright (c) 2002 by camasmagazine.com
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THE CASE OF THE INVISIBLE CLIENT — PART 2 (OCT 9, 2002)
Truth or Consequences

Contrary to city legal claims, the evidence shows city offi cials were deeply 
involved during River Park Square’s 11th-hour crisis. Rather than blowing the 
whistle, they ensured Betsy Cowles would get her $26 million, while the public 
and bondholders were left in the dark.

On April 18, 2001, at a time when the new Powers administration was still 
brimming with confi dent assurances that the mayor and his team could resolve 
the River Park Square impasse in a few months, special counsel Laurel Siddoway 
fi led a seemingly mundane motion in Spokane County Superior Court. On its face, 
the purpose of the motion was to persuade the judge to order Cowles real estate 
companies and a private lender to turn over documents having to do with the 
planning and construction of the River Park Square garage.

While the motion was routine, it had an unusual attachment: a 32-page document, 
interspersed with graphs and accompanied by more than two dozen exhibits. This 
was the blueprint for the city’s revised case. The weighty “memorandum of points 
and authorities” was packed with new details and referenced to exhibits.

The Powers/Siddoway argument: the city was had. Rather than being involved 
in a conspiracy to divert public funds for private purposes, as O. Yale Lewis had 
alleged, the Powers/Siddoway story said city offi cials had been left in the dark.

Siddoway’s motion cites as a prime example that the city was deceived during an 
11th-hour secret crisis that could have killed River Park Square. In the summer of 
1999, Betsy Cowles and her associates learned that one of the mall’s anchor tenants-
AMC Theaters-was threatening to pull out of the project over a misunderstanding 
about whether (and how much) AMC customers should pay to park in the new 
garage. AMC’s departure would have been fatal, because theatergoers were 
supposed to generate more than 40 percent of the garage’s revenues.

Siddoway’s version of the AMC crisis has been consistent from the beginning. 
In her February 7, 2001 amended complaint, the one replacing Lewis’s charges, 
Siddoway summarized the story this way:

“The information known by the Developers about the AMC dispute and its 
settlement was material, but was not shared with the City.” She maintained that 
story in her August 14, 2002 federal court pleading. The city got into trouble at 
River Park Square, alleged Siddoway, because it “was relying upon the Developer’s 
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superior knowledge in the area of retail development and their exclusive 
knowledge of the understandings and expectations of Nordstrom, AMC and other 
retailers about the terms on which their retail patrons would use the Parking 
Garage.”

The August 14 fi ling was Siddoway’s last chance to amend the city’s complaint. She 
is now stuck with proving this point-that city offi cials were unaware of the AMC 
blowup-when the case goes to trial in February 2004.

Siddoway highlights the AMC fi asco as a prime example of how Betsy Cowles & 
Co. misled the city. But the evidence shows city insiders had all the information 
they needed to fi x, or kill, the deal.

In retrospect it is clear that what is so critical about the AMC episode is that it 
offered the last chance for River Park Square’s architects to avoid being charged 
with securities fraud. Reason: had the deal-makers revealed the yawning revenue 
gap to bond purchasers, there is little chance the $26 million garage purchase price 
still being held in escrow at that point, would have been handed over to Betsy 
Cowles. This is because the investment fi rms that purchased the bonds, along with 
their trustee, U.S. Bank, would likely have felt compelled by their own fi duciary 
obligations to hold onto the funds until the problem was fi xed to their satisfaction.

So, here in the summer of 1999, just before River Park Square opened, came 
a fateful moment. It combined all the motivations, competing interests, and 
responsibilities each party had to the bondholders, and that the city had to its own 
citizens. Any party to the RPS transaction could have stood up and prevented the 
train wreck at the garage and the resulting securities fraud charges by doing one of 
two things.

The fi rst would have been to simply refuse to allow the deal to go forward unless 
Betsy Cowles made the necessary multimillion-dollar concessions on the garage 
purchase price and/or reduced the long-term, highly infl ated ground rent she was 
to get. This would have been a perfectly reasonable effort to at least reduce the 
subsidies paid to Cowles to refl ect the now-expected decline in garage revenues. 
The revised revenue picture could then, along with Cowles concessions, be 
communicated to bondholders.

Betsy Cowles, however, refused to budge.

With Cowles unwilling to take less money, the parties had a second choice to 
consider. Under the circumstances, a reasonable step would have been to at least 
let the bondholders in on what was happening. Namely, that an important change 
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in expected garage revenues had occurred. The bondholders then could have made 
an informed decision whether to go ahead with their investment.

None of those things happened.

Siddoway insists that the city didn’t have any legal obligation to blow the whistle 
on the AMC crisis. But even if it did, as she sees it, it wouldn’t have mattered, 
because the city didn’t know about it. At least that’s what she writes in her court 
fi lings.

As Siddoway carefully explained in her April 18, 2001 brief, developer Betsy 
Cowles, her development team, and the other persons and entities who knew of 
the crisis were primarily concerned with maintaining secrecy, rather than fi xing the 
revenue problem. They let a shaky deal get concluded under the radar screen of 
bond purchasers.

The City’s Fingerprints

“Exhibit W” in Siddoway’s April 2001 motion is a good example of the selective 
focus with which she makes city offi cials disappear. This is a letter from former 
PDA president Terry Novak to Mike Ormsby, counsel for the bond purchasers. It 
was written on August 13, 1999, during the peak of the AMC dispute. In her brief, 
Siddoway set the scene: “A pullout by AMC would have been a disaster.”

Quoting from his letter in her narrative, Siddoway begins with Novak’s second 
paragraph. There Novak notes that the PDA recommended the city “contingently 
pledge its parking meter revenues” to the garage’s fi nancing, because it trusted 
the predictions of Walker Parking Consultants. (Walker had concluded that AMC 
parkers would generate about 40 percent of the garage’s revenue.) Here, then, was 
a point of view that seemed to corroborate the Powers/Siddoway story that the 
city had been misled by Walker.

What Siddoway ignores is that the city’s own appraisers had issued serious 
warnings about the reliability of the Walker projections. Another city consultant, 
Coopers & Lybrand, issued its own clear warnings about the dubious optimism 
built into Walker’s projections. If the city trusted Walker, it was only because it too 
eagerly disregarded substantial cautionary advice against it. Moreover, in quoting 
Novak’s 8/13/99 letter Siddoway curiously skipped his fi rst paragraph. It reported 
that the PDA’s board had been briefed by deputy city manager Pete Fortin the 
week before “on certain matters pertaining to AMC’s participation in River Park 
Square.”
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This is not a convenient paragraph. It puts the city in the loop on the AMC blowup. 
It demolishes Siddoway’s assertion that the developer had exclusive knowledge of 
the problem and was keeping the city in the dark.

In fact, this one simple acknowledgment connects to a web of evidence that 
elected and executive city personnel, along with city bond counsel Roy Koegen, 
were intimately aware of the AMC development, and that they were up to their 
elbows trying to solve it, along with an interesting cast of characters. Organizations 
working frantically to douse the AMC fi re included bondholder law fi rm Preston 
Gates & Ellis, the Spokane Downtown Foundation (which sold the bonds), the 
Downtown Spokane Partnership, and the downtown Business Improvement 
District (BID). Of the individuals involved, it would be hard to fi nd a more 
infl uential representation of Spokane’s leadership.

A partial list includes:

* Developer Betsy Cowles.

* John Powers’s campaign treasurer, Mike Ormsby, an attorney with bondholder 
law fi rm Preston Gates & Ellis.

* Current U.S. attorney Jim McDevitt, who was a Preston Gates & Ellis attorney 
at the time. (Billing records show McDevitt worked extensively on the AMC 
problem.)

* Powers law partners David Broom, a director of the Spokane Downtown 
Foundation, and Steven Faust, board chairman of the Ratepayers Advisory Board, 
an organization concerned with parking validation.

Siddoway simplifi ed this list in her April 2001 brief. “The AMC dispute resulted 
in a fl urry of telephone calls, correspondence and meetings on the part of 
representatives of the Spokane Downtown Foundation, the PDA and the BID.”

But what Siddoway neglected to mention is that the “fl urry” of exchanges 
involved top city offi cials, including key elected representatives. Records show 
that those representatives included city councilwoman Roberta Greene and former 
councilman Orville Barnes. Both were board members of the PDA and both were 
members of the city’s fi nance committee. Former PDA president Novak told 
Camas Magazine that he had assumed Greene and Barnes kept their fellow council 
members informed about PDA business.

Not only were garage revenues to be adversely affected by the AMC blowup, 
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but downtown businesses were balking at the expense of the existing validation 
program.

In her memo Siddoway describes how the BID leadership became aware of 
the “unhappiness” of BID members about the cost (to them) of the downtown 
parking validation problem and their “unwillingness” to increase their level of 
subsidization. Writes Siddoway:

“[RPS manager Bob] Robideaux and the Developers were aware of these 
limitations. Stacey Cowles, a principal of the Developer’s shareholder, Cowles 
Publishing Com., had been the organizer of the Downtown Spokane Partnership 
that managed BID programs, and had been a DSP board member since its 
inception. Both Bob Robideaux and Betsy Cowles were members of the BID’s 
ratepayer advisory board at all pertinent times.”

But so were top city offi cials. Deputy city manager Pete Fortin was a member of 
the BID board. Then-city manager Bill Pupo was on the board of the Downtown 
Spokane Partnership, which administered the BID.

Missing altogether from Siddoway’s rendition of events is any sense of the 
organizational coziness between public offi cials and civic leaders serving on 
important boards-boards that were supposed to be looking after the public 
interest-and the RPS developer who was accessing tens of millions of public and 
bondholder dollars. In her pleadings, Siddoway showcases excerpts of the public 
record that fi lter what city offi cials knew all too well about the AMC bombshell. 
For example, she quotes from Novak’s historic August 13, 1999 letter detailing the 
impending losses:

“Lastly, we have reviewed the Walker Parking consultants revenue analysis 
dated June 12, 1999... that projects revenues will be insuffi cient by approximately 
$1,240,000; and that annual revenues are projected to be insuffi cient by 
approximately that amount into the future.”

By suggesting the PDA-but not the city--knew of the revenue shortfall, this account 
is a willful distortion of facts.

The record indicates that city council members Barnes and Greene, as PDA board 
members, not only knew of the AMC crisis but were directing the PDA’s handling 
of it. Moreover, notes in Siddoway’s possession indicate Greene at least gave a nod 
to efforts to cover it up. Notes from the August 25, 1999 PDA executive session 
indicate that Greene conferred with city bond counsel Koegen about how to keep 
the dispute from going public. (For a more complete account see “Under The 
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Infl uence.”)

Nowhere does Siddoway offer the court any inkling about deputy city manager 
Fortin’s complete understanding of the crisis and his pivotal role in handling it.

The garage would need substantially more revenue. No one knew where it 
would come from.

In a tape-recorded August 8, 2001 interview with Camas Magazine, Fortin 
acknowledged that the city council was briefed on the parking revenue reductions 
at the garage based on revised Walker projections, adjusted to the AMC problem. 
According to Fortin, Walker’s work showed that revenues could be reduced “for 
the balance of 1999 and 2000... because there was no [bond] principal payment due. 
But come 2001 that would have to be re-negotiated... that would be okay for fi fteen 
or sixteen months.” After that, said Fortin, “more money would have to come in 
from somebody... once you had to start setting aside the principal amount, you 
wouldn’t have enough revenue.”

Even though Fortin was one of the city decision-makers who allowed the project 
to go forward in the face of the AMC diffi culty, he said that by the time he retired 
in February 2000, “I don’t think the process had begun to determine where it [the 
money] would come from.”

Ending all doubt of the city’s knowledge of the AMC crisis is, ironically, “Exhibit 
L” in Siddoway’s April 2001 motion. It references ample correspondence that puts 
Siddoway’s client in the middle of the action, but which she herself ignores.

Typical is a June 29, 1999 memo from Downtown Spokane Partnership president 
Mike Edwards to the BID transportation council.

“Steve Faust and Mike Edwards, along with Pete Fortin, Bob Robideaux, and Betsy 
Cowles discussed the AMC concerns via a conference call on Friday, June 18, 1999; 
and again, in person at the DSP offi ce on June 24, 1999,” the memo records. It goes 
on to report specifi c AMC concerns.

Another glaring reality left out of Siddoway’s version of events is that the 
validation conundrum behind the AMC crisis was an old issue. At the January 27, 
1997 city council meeting the city had been openly and forcefully warned that a 
validation defi cit was fast approaching. (See “How All Downtown Parking Got so 
Expensive.”)

That night the city passed the ordinance which pledged its parking meter money to 
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cover garage revenue shortfalls. Without that pledge the bonds couldn’t have been 
sold. But before voting, the council listened to a Dutch uncle talk by Coopers & 
Lybrand CPA Mike Wenzell. The city had hired Wenzell’s fi rm to study the risks of 
the RPS deal.

In no uncertain terms Wenzell told the council that there was no plan or agreement 
in place to continue the BID’s Easy Pass validation program. That meant, as he 
bluntly put it, that there was at least a $1.6 million “hole” looming in the garage’s 
annual revenues. Wenzell made it clear that the council was about to vote a 
problem into existence for which, on that evening, no solution was in sight.

Downtown Spokane Partnership executive director Karen Valvano followed 
Wenzell to the podium and underscored his warning.

“What we do know is we can fund the current program through 1999,” said 
Valvano. “The issue becomes the year 2000. What we at this point don’t know is 
what form the program is going to take [beyond 1999].”

When RPS developer Betsy Cowles followed them to the podium she 
acknowledged the validation problem. Her comments struck some as a kind of 
doublespeak.

“I also look forward to a kind of parking validation problem that they addressed,” 
Cowles told the council. “It’s an issue that we knew was there, but if that parking 
validation problem exists, certainly as Karen says, there’s a lot of ways to solve that 
problem, and we have every intention to be part of that solution. But it also means 
that our downtown will be humming. There will be plenty of people downtown, 
and that’s exactly what we’re trying to create.”

Nowhere in the fi les of the DSP or the BID is there any documentation of any 
meaningful support among downtown businesses for continuing the Easy Pass 
validation program. Given the increased number of cars expected and a stiff hourly 
rate increase, the BID would have had to at least quadruple its annual subsidies 
for parkers in order to extend the same validation benefi ts. The price tag was just 
too high. If parkers were going to enjoy the two hours free parking Easy Pass had 
provided, someone else was going to have to pay. And no one knew who that 
would be.

On January 27, 1997, the city council was bluntly told that the expected demise of 
a parking validation program-where businesses subsidize garage parking fees-
would create a $1.6 million revenue “hole” in garage revenue projections. No 
plan to fi ll the “hole” was in the cards.
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Not only is there no indication of the approaching implosion in the offi cial 
statement for the RPS garage bonds, Wenzell’s dire warning was considerably 
muted in the written version of the Coopers & Lybrand report. While carefully 
noting that “there are no contractual agreements” to create the missing validation 
revenues, the report uses a table to lay out four scenarios to show where the 
revenue might come from. The scenarios yield between $1.5 million and $3.1 
million in validation revenues. A footnote indicates these numbers refl ect only 
“potential sources” of revenue. Translation: you can’t take them to the bank.

Wenzell’s warning to the council was further muddied by obscure language when 
bondholders were told in the offi cial statement: “The validation program currently 
in place is revenue neutral; however, if any future program were to cost more than 
the revenue generated by additional parking, revenues generated by the Parking 
Facility could fall short of projections.”

Yet, both the developer and the city were by then on notice that the garage 
validation program “currently in place” was going to terminate. Sure enough, 
when the expanded garage re-opened with its new debt load and resulting parking 
rates, garage operators found a new mood among their customers. Floors of empty 
parking spaces were accompanied by angry complaints about the high cost of 
parking and the stinginess of a new validation program.

Discovery and public records requests have also brought to light two memos, 
addressed only to Pete Fortin, that were missing from his fi les when the city made 
them available to Camas in April 2000. Both memos, one in July of 1999, the other 
in August of 1999, are from Walker Parking consultants and lay out the dramatic 
expected drop in garage revenues if-as the PDA later decided with Fortin’s 
blessing-the garage dropped its rates to a fl at $2.00 after 5 p.m. Of course, the 
pressure leading to the Fortin-approved PDA decision to lower its evening parking 
rates could have been predicted by what the council heard in January 1997 from 
Mike Wenzell and, earlier still, from appraisers. River Park Square parkers were 
accustomed to generous parking validation. If Betsy Cowles or her retail tenants 
wouldn’t subsidize reduced rates, the garage was going to have to, and do so at 
public expense.

In any event, the record clearly shows what Fortin himself makes no bones about. 
Spokane’s deputy city manager was in the eye of a storm that both he and at least 
two elected city council members had been confronted with. No credible version of 
the validation controversy can posit that the city was an innocent bystander.

Continued in Part 3 - Legally Speaking
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In an interview with Camas Magazine, Laurel Siddoway defends her case, and her 
client.

Copyright (c) 2002 by camasmagazine.com
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THE CASE OF THE INVISIBLE CLIENT — PART 3 (OCT 10, 2002)
Legally Speaking

Special counsel Laurel Siddoway talks about the evidence, and the city’s 
obligations.

When asked how she could reconcile evidence that the city was fully aware of the 
AMC validation dispute with her court pleadings to the contrary, special counsel 
Laurel Siddoway gave a convoluted response. In a tape-recorded interview with 
Camas Magaine, Siddoway appeared to contradict herself even further, and to 
further ignore evidence. She acknowledged that Fortin and the city council’s PDA 
members, Roberta Greene and Orville Barnes, became aware of the problem, along 
with other downtown leaders, in June of 1999.

But how could she square that acknowledgment with her court pleadings that only 
the developer knew of the AMC dispute and didn’t share it with the city, and that 
only the developer knew of AMC’s expectation that its customers would park free?

“There are two levels on which the developer had knowledge that I think are 
important and the city didn’t,” she said. “First of all, at various times, the timing 
of knowledge is important, because we know now from the AMC depositions 
that the developer always knew, or should have known, that AMC didn’t expect 
to pay for parking. So this is knowledge the developer had in January 1997 when 
the ordinance was passed, in 1998 when the bonds were sold. So there were lots of 
very critical points in time where the developer alone had that knowledge, and no 
representative of the city had that knowledge.”

There are three obvious problems with that explanation.

First, Siddoway’s pleadings clearly suggest that the city was unaware of the AMC 
blowup in 1999. As reported in Part 2, that isn’t the case.

Second, the January 1997 report, which the city commissioned from Coopers & 
Lybrand, fl agged the sensitive AMC validation issue prominently enough that 
if “the developer always knew, or should have known, that AMC didn’t expect 
to pay for parking,” as Siddoway charged, the same is true of the city. Under 
“Summary of Conclusions” on page fi ve, the C&L report reads:

“Considering the anticipated competition of theater screens in the market, the 
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cinema operator may likely expect that its patrons will not be required to pay for 
parking, so as to avoid creating a competitive advantage for competing screens. 
At the same time, it is unclear whether the cinema operator will contribute 
signifi cantly to cover lost parking revenues from movie patrons.”

The third problem admittedly troubles Siddoway herself. She wishes city offi cials 
hadn’t kept the AMC confl ict a secret.

She says she has a “very strong concern [about] the cautionary notes that this 
information was to be kept confi dential.” She suggests she has several documents, 
some of which she believes Camas hasn’t seen, “showing that the Roberta Greenes, 
the Pete Fortins, you know, the folks that were city representatives to the PDA, 
or that were privy to this information, were being told that it had to be held in 
confi dence and it shouldn’t be taken back to the city council. I have a real serious 
problem with that.”

Asked to explain the problem, Siddoway’s response was so cautious as to suggest 
she felt herself in the middle of a legal minefi eld. A “real serious problem” implies 
that she believes the city did something it shouldn’t have, or didn’t do something 
it should have, regarding the evaporation of revenues. Bondholders, after all, were 
expecting AMC customers would park in the garage and signifi cantly contribute 
to garage revenues. But what were those improper actions by the city? Siddoway 
wouldn’t say. She wouldn’t even say whether city offi cials had an obligation to 
inform their citizens of the problem.

Pressed closely, she said former bond counsel Roy Koegen was clearly at fault for 
his part in keeping the matter secret. Siddoway said Koegen should have informed 
PDA members “that you and I both have a duty to advise the city council of this.” 
But that “duty,” whatever it might be, is a sensitive matter that Siddoway refused 
to defi ne.

Siddoway said the PDA and the foundation, not the city, were the entities legally 
bound to tell the bondholders of AMC’s threatened walkout. She said the city 
council should have demanded they do so. Then she corrected herself and said 
maybe she shouldn’t say “should.”

“I don’t want you to quote me in a way that would suggest that I think the city had 
a legal obligation... I don’t think the city had a legal obligation.”

She insisted that, while the city wasn’t legally bound to tell bondholders about 
AMC, it would have been smart to do so, because the city’s bond ratings were 
ultimately on the line.
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Did the council at least have an obligation to tell its own citizens, whose parking 
meter money and general fund were clearly placed at additional risk? Siddoway 
responded that she wouldn’t put it that way. She would only say that if the entire 
council had been informed of the problem, she believes some council members 
would have made it public.

“Over the cliff w/ Lauri”

By renouncing Spokane’s commitment to back the garage bonds, the Powers/
Siddoway strategy was an open invitation to a securities fraud claim against the 
city. Even if their argument prevails and saves the city’s parking meter money, it 
has already tarnished Spokane’s reputation and damaged its credit rating.

Councilwoman Cherie Rodgers recalls a particularly rancorous February 13, 2001 
executive session of the Spokane Parking Public Development Authority (PDA). 
That was the meeting referred to in Terry Novak’s notes at which attorney Jim King 
briefed the PDA board on Siddoway’s new legal strategy. Rodgers, who since the 
spring of 2000 has been a PDA director, declined to comment on the substance of 
the briefi ng, because executive sessions are confi dential. She did say, however, that 
she will never forget a remark King made to her after the session was over.

“Jim was very upset with Laurel,” said Rodgers. “He’s a calm, low-key person, but 
he was obviously struggling to control his emotions. His face got red. He said to 
me, ‘The mayor and Laurel have lost their minds.’ “

Rodgers said that King told her he had been a Powers supporter and that his wife 
had actively campaigned for Powers. Because of that, Rodgers found the comment 
especially telling.

King did not return a call seeking an interview for this report. The comment 
Rodgers attributes to him, however, is consistent not only with Novak’s notes 
of the meeting but with a folder found by Camas Magazine in King’s PDA fi les. 
Labeled “Over the Cliff W/Lauri,” it contains a dozen documents that underline 
the contradictions and highlight the risks of the Powers/Siddoway strategy.

One is a copy of the cover sheet of the January 27, 1997 Coopers & Lybrand report, 
stapled to just two pages of the report: 2 and 22. These two pages contain Coopers 
& Lybrand’s understanding of the city’s pledge of its parking meter revenues. On 
the cover sheet King had written: “Re, the pledge understanding Laurie is in a box 
canyon.”
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This is a reference to Siddoway’s insistence the city did not legally make the “fl ow 
of funds” promise to pay bondholders fi rst from garage revenues. Her argument 
rests on the assertion that because there is no specifi c ordinance language doing so, 
the city isn’t legally bound to loan its parking meter money to the garage.

Among the key players in the RPS drama, Powers and Siddoway are alone in that 
opinion. Those who disagree with them include the 1997 mayor and city council-
the entire city council-that approved the deal, the city’s former bond counsel Roy 
Koegen, former assistant city attorney Stan Schwartz, who was the city’s lead RPS 
counsel at the time, the developer, the bonds’ underwriter, the bonds’ trustee, and, 
of course, four of America’s most powerful investment fi rms-the bondholders. All 
insist that the city’s commitment to a “fl ow of funds” clause giving bondholders 
fi rst claim on garage revenues was the linchpin of Spokane’s contribution to the 
garage deal.

Soon after the bondholder lawsuit was initiated, an independent consultant 
warned against what later became the Powers/Siddoway game plan. Found by 
Camas in Jim King’s “Over The Cliff” fi le folder, it was a confi dential November 
2, 2000 letter to assistant city attorney Milt Rowland from James Spiotto of the 
Chicago law fi rm Chapman and Cutler. One of the nation’s top “work out” legal 
specialists in resolving bond disputes, Chapman and Cutler had been hired by the 
city to provide advice. The Chicago fi rm warned that Spokane’s refusal to keep its 
promise to bond purchasers to loan parking meter revenues against garage losses 
was dangerous. Wrote Spiotto: “The risk of undermining the position of the City 
as a possible innocent victim ... [of] faulty projections, confl icts of interest or other 
problems... by creating additional harm to Bondholders, taken together with the 
costs of litigation, calls into question the wisdom of the current litigation posture of 
the City.”

The Spiotto memo was written at a time when the 2000 city council had refused 
to make loans to the garage, asserting-among other reasons-that it would be 
unconstitutional to knowingly make “loans” to an agency that was insolvent. The 
newer Powers/Siddoway argument is fundamentally different. It is that the city 
never really agreed to the deal in the fi rst place.

King’s “Over the Cliff W/Lauri” fi le label itself highlights the most perplexing 
aspect of the Powers/Siddoway legal strategy: its self-defeating nature.

If Siddoway prevails in her argument-that the city didn’t pledge its parking 
meter money as everyone else believes it did-then four of the country’s most 
sophisticated investment fi rms are likely to conclude they were conned by 
Spokane. The state courts are the venue for this controversy, and even if they 
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eventually rule that Spokane can get away with such trickery (and only Powers 
and Siddoway seem to be confi dent of that), such a ruling would do nothing to 
help the city’s defense in the federal securities fraud case. Moreover, just by the 
city’s willingness to make this argument-renouncing a contractual commitment on 
the basis of a technicality-the bond markets may well conclude that Spokane is a 
risky place to do business.

As it is, two top investment ratings fi rms (Standard & Poors and Moody’s Investor 
Services) have already downgraded the City of Spokane’s bonds and credit rating 
as a direct result of the city’s unwillingness to loan money to the troubled garage. 
Unless Spokane gives the analysts new reasons to restore the city’s pre-RPS credit 
rating, it’s plausible Spokane will incur penalties measured in millions of dollars in 
higher interest payments for long-term capital projects.

Councilman Steve Corker tells Powers: More important than the city’s legal 
arguments, the public needs a “full understanding of what happened.” 
Responds the mayor: the answer to your question is about to unfold, “fact by 
fact...”

Nevertheless, John Powers and Laurel Siddoway are passionate in defending their 
case. In a special Saturday public city council session on March 2, 2002, Siddoway 
was scheduled to review her legal strategy with the council. (The following 
Monday night the council would vote on renewing Siddoway’s $600,000 annual 
contract to handle the city’s burgeoning RPS litigation.)

Before turning the microphone over to Siddoway at the special session, Powers 
chastised his council member critics-Steve Eugster, Steve Corker and Cherie 
Rodgers-for undermining his RPS efforts. That provoked a sharp debate.

“One of the most important things that needs to come out of this process is a full 
understanding of what happened,” Corker said. “In some ways that’s probably 
more important than who wins the ‘legal battle’ in this case.”

Corker warned that the RPS scandal had caused a mistrust of local government 
that “has spread out to the most important economic and politically connected 
people in this community.” He said he was concerned that the Powers/Siddoway 
tactics would fail to expose the connections behind the deal.

“I think a part of what we need to understand today is why that story has not been 
told,” said Corker. “Not been told by elected and administrative offi cials of this 
city, but also by the media and other safeguards and watchguards [sic] of what 
public process is all about.”
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Councilwoman Cherie Rodgers echoed Corker’s concerns.

Powers bristled. “We are looking to provide objectivity,” he responded, “and the 
answer to your question on full and fair disclosure is about to unfold with you 
today as we review this record fact by fact.”

Yet Siddoway’s following videotaped summary of the RPS case consisted of the 
same stylish and confi dent elision of the record she had been presenting in court.

Various camps were displeased with Siddoway’s presentation.

Councilman Steve Eugster proposed replacing Siddoway’s suit with an aggressive 
taxpayers derivative lawsuit. This would be a kind of class action against the 
Cowles family, seeking to compel the Cowleses to pay off the bonds themselves, 
join Nordstrom in repaying the city the $22.65 million HUD loan the city granted 
the family, and reimburse the city for damages.

Cowles attorney Les Weatherhead took the microphone and chided Siddoway for 
what he implied was an unethical exercise in pre-trying her case on live TV (the 
city’s cable channel), and for distorting the record. He noted the courts had recently 
rejected Siddoway’s arguments about the city’s parking meter pledge, the city’s 
obligation to loan money to the developer, and about the way the parking meter 
ordinance was passed.

(Only three weeks later, Superior Court Judge James M. Murphy would weigh 
in, again, to reject Siddoway’s unique reading of the city’s parking meter pledge. 
Siddoway and Powers express confi dence Murphy’s ruling will be reversed. One 
reason for their confi dence may be that one of Murphy’s earlier rulings contains 
an obvious mistake. In a December 21, 2001 opinion denying the city’s efforts 
to dismiss an action by RPS to enforce the city’s loan pledge, the judge wrote 
that the 1997 city council had drafted a “detailed order of payment” into its off-
street parking ordinance. That’s incorrect. Although the legislative history of the 
ordinance is clear, that the council was giving its blessing to the “order of payment” 
at issue, it was not actually written into the ordinance itself. Siddoway has argued 
that the courts should view the city’s obligation only through the language of the 
ordinance, even though the ordinance references documents where the order of 
payment was spelled out.)
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In the bond counsel’s offi ce Cherie Rodgers found hundreds of pages of River 
Park Square memos missing from fi les at city hall. The documents chronicle 
the city’s intimate involvement in the delivery of millions of dollars in hidden 
subsidies to Cowles real estate companies.

The following Monday night, March 4, 2002, Cherie Rodgers explained why she 
wouldn’t vote to renew Siddoway’s contract. She, too, criticized Siddoway for 
distorting the record, but she had much more in mind than Weatherhead.

Regarding the city’s pledge of parking meter revenues, Rodgers noted that even 
Coopers & Lybrand pointed it out in their report. But far more troubling to 
Rodgers was an extensive body of evidence that she had come to believe Siddoway 
was willfully ignoring. The evidence was voluminous correspondence between 
Prudential Securities (the RPS garage bond underwriter) and the City of Spokane 
dating back to the mid-1990s conception of the project. These records showed 
that, far from being left in the dark about the deal’s most sensitive elements, as 
Siddoway argued, the city worked closely with the developer, Walker Parking 
Consultants, bond underwriter Prudential, bondholder law fi rm Preston Gates 
& Ellis, and the city’s own bond counsel to create the very deal about which 
Siddoway insisted the city had been deceived.

At the meeting, Rodgers pointed out an odd thing about those Prudential 
materials. They were AWOL. They are clearly city records; they had been sent 
to city offi cials, some of them at a plainly visible city fax number. But they were 
nowhere to be found in city hall. Instead, Rodgers located them in the Perkins Coie 
offi ces of former city bond counsel Roy Koegen.

Rodgers had been reviewing some old correspondence last year and something 
leaped out at her from the August 21, 1998 letter sent to HUD by the fi ve pro-
RPS city council members-Phyllis Holmes, Rob Higgins, Orville Barnes, Roberta 
Greene, and Jeff Colliton. (They were expressing their dismay at Mayor Talbott’s 
questions about the soundness of the HUD loan.) Among other things, the letter 
referred to a cost benefi t analysis for bond insurance performed by Prudential 
showing that “the benefi ts in terms of decreased debt service is marginal and 
therefore the Developer indicates that bond insurance will not be purchased.”

Why was that the developer’s decision to make? wondered Rodgers. Moreover, she 
had never seen such an analysis. Come to think of it, she had never seen anything 
from Prudential.

That’s when she was told by city bond counsel Koegen that he himself was in 
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possession of all the Prudential records. He welcomed her to review the fi les. She 
was shocked by the sheer mass. Further, she was stunned by the story that emerged 
from them. Clearly, city offi cials had worked hand-in-glove with Prudential and 
Walker to deliver the deal Betsy Cowles wanted. Yet this important project history 
was absent from city hall.

How many such records are there?

“There’s hundreds of pages,” says Rodgers. “A stack fi ve inches thick. I looked 
at complete booklets, and I kept thinking, ‘Why aren’t these at city hall?’ Pete’s 
name’s all over them [referring to Pete Fortin, former fi nance director and deputy 
city manager]. They should be on fi le at city hall.”

Among the Prudential correspondence are two old letters from John C. Moore, 
Prudential’s managing director for public fi nance, to Pete Fortin. Both letters, dated 
May 31, 1995 and June 1, 1995, are copied to Koegen. Fortin was the city’s fi nance 
director at the time. The letters are exactly the same, except for a tiny detail.

In identical language the letters describe “the proposed parking revenue bond 
issue, the proceeds of which will be used to construct a new parking facility and 
acquire an existing facility in connection with the new Nordstrom store.”

The letters note that: “At this stage of our engagement, we understand our primary 
task is to advise the City as to whether the project works and further whether a 
revenue bond fi nancing supported by a General Fund backstop makes it work 
better.” (The exposure of Spokane’s general fund in fi nancing the RPS garage is one 
of the deal’s most volatile and heavily camoufl aged aspects.)

And the letter details bond scenarios ranging from an $11 million garage to a 
$13 million garage over three different repayment periods. It notes that Koegen 
provided Prudential with “copies of various Ernst & Young and Walker Parker 
[sic] Consultants fi nancial feasibility spread sheets and other miscellaneous 
information.”

The only difference between the two letters is contained in the list of fi ve 
assumptions attached. In the June 1 letter, one sentence has been added to the fi fth 
assumption: “Net Operating Income for the third scenario is not adjusted.”

Rodgers hasn’t been able to locate an explanatory 5/25/95 “Ernst & Young cash 
fl ow”-neither have bondholder attorneys-so she isn’t sure what this net operating 
income adjustment means.
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She also noted the way the letter ends. Its next-to-last sentence reads: “We look 
forward to working with you and the City’s fi nance team over the coming weeks to 
fi ne tune this fi nancing.”

The city’s fi nance team was Councilwoman Roberta Greene, Councilman Orville 
Barnes, and then-Mayor Jack Geraghty. This suggests to Rodgers that city 
involvement with RPS began on the ground fl oor. She doubts the city was ever in 
the dark about the project’s key elements, as Siddoway alleges.

Continued in Part 4 - Another “Spin” on the Numbers

Copyright (c) 2002 by camasmagazine.com
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THE CASE OF THE INVISIBLE CLIENT — PART 4 (OCT 11, 2002)
Another “Spin” on the Numbers

Documents show the city was a willing partner in delivering the millions of 
dollars in public subsidies the Cowles family sought through the River Park 
Square parking plan.

As Cherie Rodgers reviewed the elusive correspondence fi les between the city and 
Prudential Securities, the letters “PBIA” jumped off the page at her. The initials 
stand for Parking and Business Improvement Area.

Among her own mountainous RPS fi les, Rodgers has an ad from the January 1995 
issue of Smoke Signals, the Spokane Club’s magazine, promoting an upcoming 
presentation. The headline: “How will the Downtown Business Improvement 
Area (BIA) affect you and your business?” The speaker was BIA chairman Stacey 
Cowles, publisher of the Spokesman-Review, brother of RPS developer Betsy 
Cowles.

Events unfolded rapidly after Stacey Cowles’s presentation. By the spring of 1995, 
the BIA had added parking to its identity. Now it was the Parking and Business 
Improvement Area (PBIA).

On April 13, 1995, the PBIA presented the city council with a signed petition asking 
the city to recognize it, under state law, as a special assessment district. It would 
then enjoy a kind of taxing authority. Downtown businesses would be assessed a 
minimum of $120 per year, a maximum of $38,000 per year. The city was asked to 
contribute $100,000 between July 1995 and December 1995, and $200,000 in 1996.

The ostensible purpose was to stimulate downtown economic development 
through a variety of activities. One in particular: “The acquisition, construction or 
maintenance of parking facilities for the benefi t of the area.”

Stacey Cowles was the PBIA’s founding chairman. The group’s action committee 
was composed of the city’s business elite-including the Chamber of Commerce, 
Washington Water Power, Goodale & Barbieri, The Bon Marche, Seafi rst Bank, etc.

“The annual assessment for the District will be approximately $675,000,” read the 
signed petition.

On April 24, 1995, just 11 days after the petition was submitted to the city, the city 
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drafted Resolution No. 95-55 embracing the petition’s recommendations and then 
some. “The annual assessment for the District program will be approximately 
$850,000,” read the resolution.

On June 6, 1995, the city passed ordinance C31392, signing the PBIA into law. 
Cherie Rodgers fi nds the timing interesting.

Assumption No. 5 in the May 31/June 1, 1995 Prudential letter refers to “the Ernst 
& Young cash fl ow dated 5/25/95 adjusted to include $200,000 per year from 
PBIA...” Ernst & Young had been remarkably prescient, counting on PBIA revenue 
before it even existed.

To Rodgers, this is the beginning of the evidence trail in the Prudential documents 
that the Cowles family, the city, Walker and Prudential all worked together closely 
from the very beginning to funnel public money to the Cowles development. Take 
the August 29, 1996 memo from Prudential’s John Moore to the city’s Pete Fortin.

“To follow up on our conversation this morning, we revised the pro-forma cash 
fl ow schedules to refl ect an increase in cinema seating from 3,400 seats to 4,500 
seats,” the memo reads. “As we discussed, we are applying this 32% increase in 
seating capacity to a 32% increase in net operating income attributable to cinema 
revenues. We believe this is a reasonable assumption but recommend the Walker 
consultants be contacted to obtain their reaction.” The memo then relates these 
adjustments to debt service coverage for the bonds. To Rodgers, this shows the 
city, Prudential and Walker carefully coordinating on matters at the fi nancial nerve 
center of the deal.

She relates this memo to an eight-page fax sent four days later to Fortin from 
Walker’s Barbara Larson. “Per our phone conversation this morning, I re-ran the 
analysis using an assumption of 4,500 seats vs. 3,400,” it begins. It then details 
how assumptions about the size of the AMC cinema impact the garage’s bottom 
line. The information contained in this memo appeared in the fi nal Walker report, 
which was attached to the offi cial statement given to bond purchasers. (The offi cial 
statement did, however, direct readers to revised Walker numbers provided to the 
River Park Square project manager in subsequent correspondence. These numbers, 
from a June 1998 revision also attached to the offi cial statement, showed a 
reduction in cinema seats down to 3,682 seats and a 6% drop in fi rst-year revenues.) 
In any event, Rodgers’s point is that a senior city offi cial was clearly working 
closely with Walker and Prudential to orchestrate the fi nancial projections telling 
bondholders that-at least on paper-garage revenues could pay for debt service and 
garage rents and expenses.
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“Pete was the middleman,” she says of Fortin’s role in representing the city. “He’s 
the common denominator.”

In Fortin’s defense, it is abundantly clear in the cascade of city council resolutions, 
correspondence, and other statements that at least through 1999 there was a 
solid majority on the city council that encouraged city staff to do whatever was 
necessary to help Betsy Cowles get the redevelopment done. There is nothing in the 
record that suggests Fortin was acting in any way contrary to what the council’s 
fi nance committee and council majority desired.

Still, the Prudential correspondence offers colorful insight into the workings 
the city was caught up in as it tried to deliver the goods on RPS. For example, 
there’s the “diffi cult” memo. Prudential’s Moore wrote it to Fortin and Koegen on 
November 21, 1996. “Scenario 19,” it says, “delivers $26,000,000 to the developer 
and refl ects the best case-Aaa/AAA insured ratings with Baa1/BBB+ underlying 
ratings. Admittedly, it will be very diffi cult, if not impossible based upon my recent 
inquiries, to fi nd a bond insurer willing to accept the newest legal structure...”

Then came the “spin” memo. Prudential’s Andrew Face sent it to Fortin and 
Koegen on November 25, 1996. Wrote Face: “Enclosed is another spin on the 
numbers sent to you last Thursday, November 21. The following table summarizes 
each set’s differences, all scenarios deliver $26 million to the developer.” A table 
showing three different scenarios followed. To Rodgers, this memo shows the city 
and Prudential collaborated to sell bonds delivering the amount of money the 
developer wanted.

Rodgers says she has repeatedly urged Siddoway to review the Prudential fi les. 
She says Siddoway has refused to do so.

“Laurie didn’t want to know the truth about what happened at River Park 
Square, because it ruined her case.” --Cherie Rodgers

On the evening of March 4, 2002, after the council approved Siddoway’s lucrative 
contract, Rodgers publicly referred to the discrepancy between the legal case and 
the facts. “I’ve looked at probably fi fteen thousand pages of documents at city 
hall,” said Rodgers. “Those items [the Prudential fi les] are not over here.” She told 
Siddoway that Pete Fortin’s name was on those documents. She mentioned the $26 
million “spin” memo.

Siddoway’s response to Rodgers’s direct challenge was to incorrectly characterize 
the Coopers & Lybrand report. Siddoway said the report “makes a passing 
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reference” to the city’s parking meter money pledge, and this, “far deeply within 
the report.”

In fact, as King noted in his “Over the Cliff” fi le, Coopers & Lybrand discussed the 
fl ow of funds pledge prominently on pages 2 and 22. Hardly buried.

Siddoway simply ignored Rodgers’s reference to the Prudential records.

“Laurel didn’t want to know the truth about what happened at River Park Square, 
because it ruined her case,” says Rodgers. “She wanted to go in and say the city 
council was misled, and city staff didn’t know what was going on, and that’s not 
the truth. That’s not what those records show.”

Rodgers charges that Siddoway’s defense of the city is also intended to protect the 
downtown establishment, and she notes Siddoway’s confl ict-of-interest as a former 
counsel to AMC.

Siddoway “had also represented AMC when AMC was thinking of backing out of 
the deal, so I think she was also trying to protect the who’s who in the downtown 
group that backed this and supported it from day one,” says Rodgers.

Siddoway denies refusing Rodgers’s request, but she acknowledges she never 
inspected the Prudential records in Koegen’s offi ce. By now, she says, Prudential 
material has been provided her, and she has reviewed it all. She also denies ever 
representing AMC in the validation dispute. However, she does acknowledge 
meeting with AMC representatives when the controversy was unfolding, and she 
acknowledges charging AMC a fee. Citing attorney/client privilege, she would not 
comment on the details of her discussions with AMC.

THE END

Copyright (c) 2002 by camasmagazine.com

See Sidebar: Behind the Scenes
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THE CASE OF THE INVISIBLE CLIENT — SIDEBAR (OCT 12, 2002)
Behind the Scenes

“We don’t want to talk about this anymore.”

High-stakes trials often involve behind-the-scenes wrangling between lawyers over 
what juries and the public ever get to know. In this respect, lawsuits can resemble 
icebergs. The legal battle over River Park Square is no exception, as shown by 
several developments that have come to Camas’s attention. Obviously, when the 
parties to a lawsuit are private, the question of what the public has a compelling 
interest in knowing is very different from when public welfare is at stake.

Clearly, River Park Square revolves around public interest. The city put millions 
of dollars of its federal block grant money and parking meter collections at risk to 
build it. Countless hours of city offi cials’ and staff time have been devoted to the 
project. Public money is now being used for litigation resulting from the garage’s 
fi nancial collapse.

Among the behind-the-scenes controversy over what public offi cials knew, three 
episodes in particular seem worth noting. Start with Dennis Beringer’s memo.

An 18-year veteran of city hall, Beringer was the city’s real estate projects manager 
during the most important period of the RPS development. Beringer says he wrote-
and hand-delivered-a memo to former city manager Bill Pupo protesting the city’s 
use of an investment appraisal for the RPS garage. [See “A Practically Unheard-of 
Appraisal.”] That appraisal infl ated the purchase price of the garage by more than 
$11 million over the appraisal method Beringer thought was appropriate. He says 
the purpose of his memo was to record in writing his professional judgment that 
the garage should have received the customary market value appraisal, based on 
the amount of income it could reasonably be expected to produce.

Beringer’s memo disappeared. On October 25, 2002, when the bondholders are 
scheduled to depose him, it’s a virtual certainty they will want to talk to him at 
length about his memo. Beringer says he has the impression from Laurel Siddoway 
that she would like him to forget he ever wrote it.

“When Laurel called me-she called me two or three times, I believe. The second call 
was about my memo that I had written to Pupo. And she was asking if I had any 
idea where that memo might have been put... And I started to recount to her the 
purpose on why I wrote the memo. And after just a few minutes she cut me off and 
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she said, ‘Dennis, I cannot and do not want to hear the content of the memo. This 
could be damaging to the city of Spokane, and quite frankly, Dennis, I’m a little 
perplexed on why you would want to talk about this. This is your former employer 
you’re talking about. This could be very damaging to the city of Spokane...’ And 
I fi nally said, ‘OK, if you don’t want to hear the content of the memo, Laurie, 
then I want to tell you that I wrote the memo. And I hand-delivered the memo to 
Mr. Pupo. Now, he wasn’t at his desk, it went in his in box, but he called me the 
next day and literally chewed me out over the phone for putting my professional 
opinion in a written documentation to him.’ And Laurel cut me off and said, ‘We 
don’t want to talk about this anymore.’ “

Siddoway fl atly denies that account. She says:

“Why would I say he was giving me information I didn’t want to be aware of? 
No, I don’t recall saying anything like that to Mr. Beringer. I’ve spoken with 
him on a couple of occasions. I think the fi rst time I contacted him was to talk 
about appraisers, because we were going to be engaging an appraiser, and I was 
interested in his thoughts on who the city might engage... And then, thereafter, I 
followed up, I think after you folks [at Camas] expressed concern about not being 
able to locate this memo, and I wanted to get information from him to try and track 
the memo down. There were things he told me about the memo that made me 
wonder if his recollection was clear.”

Then there’s the matter of documents, which Yale Lewis learned of and which the 
Powers administration specifi cally does not want disclosed. This issue surfaced 
during an interview with councilman Steve Corker for a recent Camas article.

Corker recounted a 2000 discussion between Lewis, former mayor Talbott, former 
city manager Henry Miggins, assistant city attorney Milt Rowland, and Corker. 
According to Corker, Lewis was discovering city records implicating the city in 
conspiring with the Cowleses to improperly use public funds to build their mall. 
According to Corker, Rowland warned that disclosing those records would hurt 
the city. [See “State’s Top Law Firm Quits Spokane Over RPS Litigation.”] Corker’s 
interpretation: Spokane’s assistant city attorney favored concealing what should be 
a public record of decisions involving millions of taxpayer dollars.

Miggins and Talbott confi rmed the accuracy of Corker’s account. Rowland did not 
grant an interview about the matter. Lewis agreed to comment if the city would 
waive privilege and permit him to do so. Siddoway demurred, saying only Mayor 
Powers could do that, but that he could not be reached.

Did the purportedly incriminating records implicate the city in committing fraud? 



Camas Archive  —390—

In an attempt to fi nd out, Camas e-mailed the mayor and entire city council a 
request to interview Lewis about this subject. Corker, Rodgers, and Eugster granted 
their permission. Powers, Higgins, French, Greene, and Hession so far have not 
responded.

Editing Declarations

Finally, there was a recent Camas Magazine records request, made formally on 
March 20, 2002 under state public records law. Camas asked both Siddoway and 
city attorney Mike Connelly for documents pertaining to whether city attorneys 
had edited or made editing recommendations for declarations fi led by former 
city offi cials as part of one of the RPS lawsuits. The litigation in question involved 
the writ of mandamus issued by the court ordering the city to obey its parking 
ordinance and loan money to the faltering garage.

On March 25, assistant city attorney Milt Rowland replied to the Camas records 
request. Rowland wrote that Siddoway and city attorneys “did not conduct editing 
of declarations of Messers. Pupo, Fortin, Sloane, Schwartz and Koegen.”

In late July Camas obtained records from the PDA suggesting otherwise. The 
records included drafts of Fortin’s and Schwartz’s declarations with a variety of 
handwritten editing changes. Except for the deletion of a curious word, Fortin’s 
declaration was barely altered. Changes to former assistant city attorney Schwartz’s 
statement were more extensive and appeared to be more substantive. Also among 
the PDA records was a May 31, 2002 letter to PDA attorney Jim King from Mary 
Gaston of the Perkins Coie law fi rm. Explaining the changed declarations, Gaston 
wrote:

“On April 22, 2002, we sent you various marked-up versions of Peter G. Fortin 
and Stanley M. Schwartz’s declarations for the Spokane Public Development 
Authority’s fi le. Since I was out of the offi ce at the time, I was unable to include 
an explanation of why the original declarations, which had been approved by 
the declarants, had been changed. Given that Messrs. Fortin and Schwartz will 
presumably be deposed in the River Park Square litigation, I wanted to assure 
you that the revisions were not made because the information in the original 
declarations was inaccurate. In fact, Mr. Schwartz has specifi cally informed me 
that, if asked, his testimony at a deposition would mirror the information contained 
in his declaration as originally drafted.”

Gaston went on to explain that, based on conversations with Fortin, she understood 
revisions of Fortin’s declaration came from his meeting with Rowland. She wrote 
that she understood from Schwartz that changes to Schwartz’s declaration came 
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from Rowland, Connelly, and Siddoway. According to Gaston, “X” marks on 
Schwartz’s declaration indicated strikeouts that were made by Siddoway.

Among the statements removed from Schwartz’s declaration were unequivocal 
summaries of the city’s obligation to loan money to the garage.

One of those statements:

“Had I interpreted the City’s obligation to loan parking meter revenues under 
Section 9 of the Ordinance to be limited to an obligation to loan parking meter 
revenues only in the event that garage revenues were less than the Authority’s 
ground lease payments and its operating expenses, I would not have approved and 
submitted to the City Council the agenda sheet dated January 13, 1997 ...”

Another:

“To my knowledge, at no time while I worked at the City Attorney’s offi ce did the 
City Council, or any City offi cial or employee, or any other person or entity that 
was involved in the Bond fi nancing or HUD 108 loan transaction understand the 
City’s obligation under the Ordinance to be limited to only those instances where 
parking garage revenues were less than the Authority’s ground lease payments and 
the garage’s operating expenses.”

Both of those statements go to the heart of the Powers/Siddoway assertion that the 
city didn’t legally promise to loan the garage money. Both statements are missing 
from Schwartz’s fi nal declaration. Schwartz won’t say why.

Siddoway acknowledges seeing the Schwartz declaration, but she denies deleting 
the material in question. She says she did express some concerns about the 
declaration, but none of those concerns had anything to do with the fl ow of funds.

Fortin’s declaration had two references to his “acquiescence” deleted.

In his original draft, Fortin wrote that he took actions “to carry out and complete 
the transactions contemplated by the Ordinance including reviewing, commenting 
on and/or acquiescing to various documents relating to the Bonds...”

The words “and/or acquiescing to” were deleted.

Later, he wrote: “I based my review, comments and acquiescence to various 
documents relating to the bonds...”
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Again, the word “acquiescence” was removed.

Unlike Schwartz, Fortin agreed to a tape-recorded interview. He said he forwarded 
his declaration to Rowland for his review and that Rowland shared it with 
Siddoway. He said they both suggested changes that he rejected. He said he 
thought he and Schwartz both agreed on the city’s fl ow of funds commitment. 
Fortin said Rowland thought acquiesce was too strong a word and proposed 
taking it out. Fortin agreed because he didn’t think it changed the meaning of his 
statement.

“I think ‘acquiesce’ was the biggest deletion that I made... I thought that quite 
honestly all of the changes that the city had recommended were really minor in 
nature.”

Who or what had Fortin meant to suggest he was acquiescing to?

“Just that we did it based on discussions back at the time. But maybe it was a poor 
choice of words.”

Who were those discussions with?

“As I recall, it was with the bond attorneys and various people.”

Did those people include the developer?

“The developer basically at that point was dealing with the council, not with me.”

So any acquiescence, whether that was the proper word, would have been in 
response to discussions only with bond counsel Koegen?

“Yeah, bond counsel, and [former city manager] Bill Pupo, and Stan Schwartz.”

Were they passing on to him any of their conversations with the developer?

“Yeah, I mean I sat in on meetings, but the decisions were coming from council, not 
from staff at that point.”

An obvious question is why Perkins Coie attorney Gaston happened to be working 
on these declarations for a PDA legal motion. Through a legal assistant Gaston said 
she had been instructed by her fi rm not to comment. Again, PDA attorney Jim King 
did not return a phone call requesting an interview. Fortin did not comment on 
Gaston’s involvement, except to say that she had fi rst drafted his declaration and 
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that he had reviewed it with her in Perkins Coie offi ces before it was forwarded to 
Rowland.

THE END

Copyright (c) 2002 by camasmagazine.com
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DOCUMENTS LAWSUIT UPDATE (DEC 5, 2002)
City Moves to Dismiss, Camas Opposes

The latest episode in the long-running lawsuit by Camas Magazine against the City 
of Spokane for illegally withholding hundreds of River Park Square public records 
came November 15, 2002 when the city fi led a motion to dismiss the case.

Camas opposed that motion with its own fi ling on December 2. While these are 
extensive and complex proceedings, Camas will keep readers apprised because 
at issue is the public’s right to know how the city risked tens of millions of public 
dollars.

The motion will be heard December 13 at 11:30 a.m. before Judge James M. Murphy 
in Spokane County Superior Court.

Those interested in following the latest developments may download the 
documents below.

City’s dismissal motion and memorandum

Camas reply: Part 1, Part 2
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IRS ENIGMA (DEC 8, 2002)
A mysterious note sent to councilwoman Rodgers raises questions

Has the Internal Revenue Service Made a Final Decision About the River Park 
Square Garage Bonds?

Spokane City Councilwoman Cherie Rodgers returned home Thursday evening 
to fi nd a UPS delivery waiting for her from the Internal Revenue Service. 
Accompanying the package was what Rodgers thinks could be an ominous note.

“Cherie, sorry this is so late,” wrote IRS agent Tom Hupf. “Thanks for all your help. 
They should have disclosed our report by mid-October. I think someone should 
have it.”

The yellow sticky note was enclosed with an assortment of public documents 
Rodgers had loaned the IRS to help the agency with its investigation of the $31 
million sale of tax exempt bonds used to fi nance construction of the $26 million 
River Park Square garage.

The question in Rodgers’s mind: is the report Hupf referred to the agency’s long-
awaited fi nal determination about whether the RPS bonds actually qualify for the 
tax-exempt status with which they were sold in 1998?

On August 8, 2001, the IRS issued a “preliminary adverse determination” that 
the bonds violated IRS code. (See “IRS Rules Against River Park Square Bonds,” 
9/15/01.) That ruling was appealed by the Spokane Downtown Foundation, the 
non-profi t organization that sold the bonds. Rodgers says she has been expecting 
the fi nal IRS verdict on the matter for several weeks now.

On Friday, Rodgers left phone messages with Hupf in his Seattle IRS offi ce and 
with Hupf’s supervisor, Derek Knight in the IRS’s Denver offi ce. Her calls were not 
returned. She also left a message with Spokane Downtown Foundation attorney 
Mike Ormsby, who did not return her call.

Rodgers wanted to know if the report in question was the IRS’s fi nal word on the 
RPS bonds; if so, what that word was; and where the report had been sent. She is 
particularly sensitive about the last question because of a snafu that surrounded 
release of the preliminary IRS determination.

Strangely, although that fi rst IRS report was addressed to the City of Spokane, it 
was sent to Ormsby at his Preston Gates & Ellis law offi ces. Not until over a month 
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had passed, on September 13, 2001, were Spokane city council members given a 
copy of it. When they were, it was in a hand-delivered letter marked “confi dential” 
from the city’s special RPS counsel, Laurel Siddoway. Siddoway said that she 
herself had not received a copy of the 2001 IRS preliminary determination until 
the day before, September 12. That, she said, resulted from an inquiry she made 
personally of the IRS roughly a week earlier.

Camas Magazine also left messages with the IRS’s Hupf and Knight on Friday in 
an attempt to learn more about the report. Those calls were not returned.

Denver attorney Gary Ceriani, lead counsel for institutional purchasers of the RPS 
bonds, said he knew nothing of the report. However, if the foundation has received 
a report from the IRS concerning the bonds, he said, his clients should have been 
informed because of the foundation’s “continuing duty of disclosure.” That means 
material developments affecting the value of the bonds must be communicated to 
bond purchasers immediately. An adverse tax determination is one of the material 
developments that was clearly spelled out when the bonds were sold.

Reached at home yesterday, foundation attorney Mike Ormsby was asked if he or 
the foundation had recently received a report from the IRS.

“I am not making any comment on any correspondence received from the IRS,” he 
said.

Has anyone at the city seen the mid-October IRS report? Special counsel Laurel 
Siddoway was out of town and unavailable for comment. However, her husband 
and co-counsel Doug Siddoway, when reached at home yesterday, said he had not 
heard anything of such a report. Later in the day Mr. Siddoway wrote in an e-mail: 
“I spoke to Lauri, who says she’s not aware of a fi nal determination.”

Camas also left a question about the IRS report yesterday at the home of Mayor 
John Powers with the mayor’s wife, Bonnie. Mayor Powers did not respond.

Jim King, the pro bono attorney for the Parking Public Development Authority 
(PDA), the agency that manages the garage, was also reached at home yesterday 
and said he had heard nothing of a new IRS report. If a mid-October report had 
been delivered to the foundation should King have been informed of it?

“I would think so,” he said. The offi cial statement for the RPS bonds supports 
King’s view. It imposes continuing disclosure obligations on the foundation, the 
PDA and the bondholders’ trustee, U.S. Bank Trust.
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Similarly, former Spokane bond counsel Roy Koegen said Saturday afternoon that 
he had heard nothing of the IRS report.

Rodgers says she plans to raise this issue Monday by directing inquiries to the 
city’s legal department about whether it has any knowledge of the report Hupf 
referred to. She also plans to ask Mayor Powers at Monday night’s council session 
if Ormsby, the mayor’s former campaign treasurer, has informed him of the report.

THE END

Copyright (c) 2002 by camasmagazine.com
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RPS REDUX? (DEC 22, 2002)
The last-minute defection of a founding Public Facilities District board member 
casts doubt on the $96 million convention center bond deal.

As the Mayor Pushes the City Council for a Critical Convention Center Vote, a 
Key Player Defects

Resigning PFD board member complains of secret meetings, suspect accounting, 
and the subversion of a public agency.

Carl Lind has stepped off.

Citing rampant secrecy surrounding plans for the nearly $100 million expansion 
of the Spokane convention center and worrying that questionable accounting 
threatens a River Park Square-like fi nancial “train wreck,” the longest serving 
board member of the Spokane Public Facilities District (PFD) stepped down last 
Monday.

“I don’t want to be a Cherie Rodgers or a John Talbott that will see my name on 
a lawsuit, being sued for not being aware of what the basics were, what the real 
bottom line is,” said Lind, referring to the city councilwoman and former mayor 
now entangled in River Park Square litigation. (As a PFD founder, Lind was one of 
fi ve people generally credited with spearheading construction of Spokane’s new 
sports arena.)

In a criticism that echoes the RPS controversy, Lind complains that the PFD 
has worked out details of the convention center project’s critical “interlocal 
agreements” with Spokane city and county governments in a series of secret 
meetings. The terms of those agreements defi ne major public indebtedness by 
shaping the obligation of Spokane city and county residents to pay off a planned 
$96 million bond sale to fi nance the project. The long-term principal and interest 
cost of that repayment is at least $270 million.

“I’m referring to what’s been transacted between people who are on certain 
committees on the board that negotiate, from my perspective, in the name of the 
board without fi rst having board concurrence. And then bringing it back to the 
board and say [sic], ‘This is agreed on, vote on this.’ “

Lind also condemns as untrustworthy the fi nancial predictions upon which the 
project is based. He fi nds it troubling that the consulting company that generated 
those projections, C.H. Johnson of Chicago, disclaimed responsibility for the 
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accuracy of the information used in its report. In an October 23, 2002 letter to the 
city accompanying the report’s delivery, Johnson wrote:

“Johnson Consulting has no responsibility to update this report for events and 
circumstances that occur after the date of this report. The fi ndings presented 
herein refl ect analysis of primary and secondary sources of information. Johnson 
Consulting utilized sources deemed to be reliable but cannot guarantee their 
accuracy.”

“Well, if they’re not responsible,” Lind complained of the Johnson disclaimer, “the 
bottom line is the Spokane Public Facilities District is the responsible entity.”

Because of what he considers shadowy circumstances surrounding the convention 
center project, Lind said he wants no part of that responsibility.

Asked for an example of the secret dealing that caused him to step away, Lind 
cited a million-dollar city bond intended to protect arena assets that was somehow 
negotiated down to $250,000. He can’t explain how it happened, and it bothers 
him.

In the tumultuous history of the PFD it came to pass that the city effectively 
took over the PFD’s operations. Over a decade ago the agency had been voted 
into existence by the Spokane electorate, with its only purpose to build, run, and 
maintain the Spokane Veterans Memorial Arena. The hefty taxing authority voters 
granted the agency was for that single purpose. As part of the sports arena deal, 
millions of dollars in revenues and bond proceeds were set aside by the PFD to 
maintain the facility in fi rst class condition. The purpose of that reserve was to keep 
the new arena from falling into ruin like the old coliseum.

The city tried to seize the PFD and take over the arena from the outset, says the 
district’s original executive director, Kris Mote. She says various schemes were 
advanced to use the arena’s reserves for unrelated projects. Financing the now-
defunct Walk In The Wild Zoo was one, an idea Mote says was sponsored by 
former city bond counsel Roy Koegen. Other plans called for funding construction 
of a north bank science center, sports complex, fairground improvements, etc. using 
the arena maintenance reserve.

“All of those efforts were attempts to increase the city’s hold over these facilities,” 
says Mote. At one early meeting, Mote says former city attorney Jim Sloane 
pounded the table and said, “Goddamnit, that’s our arena.”

Lind, a county board representative, says he fought those proposals on grounds 
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they violated the district’s promise to voters.

The PFD board has fi ve members. Two are appointed by the city council, two by 
the county commissioners, and one is nominated by the hotel industry and voted 
on by the other four board members.

The original 1989 board of the PFD was committed to honoring the district’s 
enabling legislation, says Lind. Except for board appointments, he says, state law 
requires public facilities districts to remain independent of local governments. They 
are to be sole-purpose agencies doing only the business authorized by voters.

Somehow, the Spokane PFD metamorphosed into a horse of a different color.

“Politics played a part,” says Lind. “Obviously, there was some kind of agenda 
going on.”

“For whatever reason, the board allowed the PFD’s management to be handed over 
to the city,” says Mote.

In an ugly episode, after 10 years’ service, Mote was ousted, replaced by city staffer 
Kevin Twohig. Mote sued the city and PFD board for defamation of character; the 
matter was settled out of court.

“Kevin runs the show,” says Lind. “Kevin works for the city of Spokane.”

With a city employee managing the PFD, the board advocated removing the 
Spokane center as a city operation and consolidating it within the PFD. (The 
Spokane center consists of the convention center, opera house and ag/trade center.)

That deftly palmed off Spokane center operations, a perennial money-loser, to 
every county taxpayer, complains former Valley Chamber of Commerce president 
Clark Hager. Through the PFD, he says, it also effectively saddled county taxpayers 
with some $22 million in past-due Spokane center repairs.

“There’s also $3.6 million in city debt carry-forward that will be added to that,” 
says Lind. “That means a total city debt carry-forward of over $25 million will be 
passed on to county taxpayers as part of this [convention center] bond sale.”

What this means, says Hager, is that an agency intended by voters to be 
independent became a creature of the downtown establishment. The arrangement 
horrifi es him. As he sees it, a hybrid organization that actually amounts to a new 
government has fallen under the sway of the area’s most powerful special interest 
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group. Hager points out that while the PFD has enormous taxing authority, it lacks 
effective electoral accountability because PFD board members are appointed, not 
elected.

Voters granted the original PFD the power to levy a tenth of a percent sales tax on 
county residents for a limited time-until the original arena bonds were paid off. 
What troubles Hager is that last spring, that “sunset” limitation was changed in a 
tricky way. In the ballot measure voters approved in order to permit the convention 
center expansion, the sunset clause was removed without voters being told, 
complains Hager. It was a stunning coup, he says, that gives the PFD permanent 
taxing authority in a way citizens still don’t understand. “You’re talking about 
hundreds of millions of dollars,” Hager says. “It’s taxation without representation.” 
Carl Lind agrees.

When the PFD rewrote its mission statement to accommodate the change, Lind 
refused to go along unless the city made a major concession. Lind researched 
the Spokane center’s fi nances and learned that for most of the last decade it 
lost between $400,000 and a $1 million annually. He didn’t want the arena’s 
precious reserve fund (now about $16 million) raided to cover those losses. So 
he conditioned his support for the new PFD mission on the city’s taking out a 
$1 million bond. Subtract Spokane center losses from that, he said. Lind says the 
board unanimously agreed with his condition.

Hager, who appointed himself a citizen watchdog of the PFD, has attended and 
tape-recorded most PFD meetings. Hager was present when the new mission 
statement was being crafted; he confi rms Lind’s story about the $1 million bond 
and the board’s unanimous acceptance of Lind’s demand.

Hager was also present at the subsequent PFD board meeting when the million-
dollar bond was killed. According to Lind, PFD board member Shaun Cross 
informed the board that he had met with the mayor, who is a former Cross partner 
at the Paine Hamblen law fi rm, and negotiated the bond amount down to $250,000. 
Lind says he angrily confronted Cross and demanded to know on what authority 
he did so. According to Lind, Cross just said, “That’s the way it is.” He said the 
board went along with Cross. Cross did not respond to an interview request. Hager 
confi rms Lind’s account.

After the recent December 12, 2002 joint meeting between the city council and 
PFD, Lind says he asked consultant C.H. Johnson if he had reviewed the fi nancial 
reports of the Spokane center between 1989 and 1999 as part of issuing his report.

“He didn’t really know what I was talking about. I asked how he had arrived at the 
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conclusions that he had arrived at without having the fi nancial background.”

Lind says Johnson couldn’t answer his question to his satisfaction. He fears 
Johnson’s report is fl awed because of inaccurate information provided him by the 
city. Because of that, and because he is troubled by the PFD board’s conduct, Lind 
resigned.

His resignation comes at an awkward time.

For one thing, not until December 12, in what critics consider a suspiciously hasty 
request, did Mayor John Powers ask the Spokane city council to vote approval of 
the city’s participation in the project. Powers wanted a vote less than two weeks 
later, at the December 23 council meeting. Approval would commit the city to 
securing one-third of the convention center’s total debt with a contingent loan 
agreement, even though details of that loan are still up in the air.

For another, the deepening shadow of an IRS ruling over the tax-exempt status of 
bonds sold to fi nance the RPS garage now looms over Spokane. On December 5, 
Councilwoman Rodgers received a note from IRS agent Tom Hupf saying, “They 
should have disclosed our report by mid-October. I think someone should have it.” 
(See “IRS Enigma,” 12/8/02.)

Since that time, Rodgers has been frustrated by the refusal of the IRS or Downtown 
Spokane Foundation attorney Mike Ormsby to answer her questions about 
whether a new IRS report has been issued. The IRS issued a “preliminary adverse 
determination” against the bonds in August 2001. A fi nal determination was 
expected about a year later. It was the Downtown Spokane Foundation that 
sold those bonds, represented by Ormsby. The IRS addressed its earlier adverse 
determination to the city, but sent it to Ormsby. If the IRS has issued a new report, 
as Agent Hupf says, Rodgers reasons that it, too, was sent to Ormsby. Ormsby was 
Powers’s campaign treasurer, so Rodgers thinks that if Ormsby knows about a new 
IRS report, so does Powers. Powers denies that. Rodgers says she has a hard time 
believing his denial.

According to county bond counsel Roy Koegen, the convention center’s fi nance 
plan is to have Spokane County issue $96 million in limited tax general obligation 
bonds in order to take advantage of the county’s stronger credit rating. Debt 
security would be divided three ways between the county, the city, and PFD using 
a contingent loan agreement. The city and county would secure their portions of 
the debt with their general funds. The PFD would promise to loan money from its 
$16 million reserve-precisely the sort of siphoning the original PFD board forbade.



Camas Archive  —403—

How the bond markets will ultimately evaluate the city’s promise to loan money 
for the convention center-or the county’s acceptance of that promise-remains to be 
seen. The city’s refusal to honor a contingent loan pledge is exactly what triggered 
the RPS legal actions in the spring of 2000. Lehman Brothers, underwriter for the 
convention center bonds, assures the city that marketing them won’t be a problem. 
A prominent bond industry observer who closely follows the RPS controversy 
doubts that sunny prediction.

Asking not to be identifi ed, this source said that if sale of the convention center 
bonds depends at all on a Spokane promise to loan money, potential purchasers 
will probably be skeptical. How could they not be? asked the source, noting that 
the city broke-and continues to break-just such a promise over RPS.

In any event, Lind is not alone in his worries about the deal. County chief executive 
offi cer Francine Boxer said the county commissioners have received no explanation 
from either the PFD or the Spokane city council about details of the fi nancing. 
Boxer said in no way should county bond approval be considered a done deal. 
She said she knows that Commissioner Kate McCaslin is “particularly concerned” 
about transferring ownership of “all those facilities” (the Spokane center) to the 
PFD under terms of the deal. Commissioners McCaslin and John Roskelley, and 
county administrative services director Marshall Farnell did not return phone calls.

City Councilman Steve Corker says the reason the city council hasn’t briefed the 
county is because the PFD has left the city in the dark. Corker was reached for 
comment on Friday. Dec. 20, after a PFD briefi ng session.

“I can honestly say, until today I didn’t even begin to have what I consider a 
necessary understanding of the obligations of the city of Spokane with regards to 
the convention center expansion,” said Corker. “On two occasions I went to that 
group [the PFD] begging for information, requested meetings between the council 
and the [PFD] board and basically was denied. The answer always given is, ‘We’re 
working with the mayor.’ And I think the assumption that they made was that by 
working with the mayor that the mayor was fully informing the council. And that 
was not the case. It’s only been in the last week that Shaun Cross, not the Public 
Facilities District, has made themselves available [sic] to answer questions that 
have come from the council. And quite frankly, the process has not been completed, 
and I don’t know how it can be completed by Monday when they would like to 
have the vote... It’s basically been Shaun that has told us, with support from the 
mayor, that we needed to close this deal before the end of the year so they could 
issue the bonds.”

Based on her council experience and review of public records, Councilwoman 
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Rodgers says she is deeply distrustful of the convention center expansion. She 
said she considers it “a deceptive scheme of some downtown business interests to 
subsidize their business and property values at taxpayer expense.”

Rodgers says a variety of public records suggests that the convention center 
expansion is part of an elaborate, decade-old, publicly funded downtown 
redevelopment plan that includes River Park Square, a new north bank science 
center, the Lincoln St. Bridge, etc. She worries that the same sorts of suppressed 
fi ndings and suspect accounting that doomed River Park Square also threaten the 
convention center project.

She asserts that an appraisal fi rm involved in the controversial “investment 
appraisal” that infl ated the value of the RPS garage was also used to perform 
a similar appraisal for the city-owned arena parking lots now planned to 
be transferred to the PFD as part of the convention center deal. At Friday’s 
briefi ng session, Rodgers says, city attorney Mike Connolly acknowledged the 
awkwardness of that appraisal.

Rodgers cites a city-funded September 14, 1993 Price Waterhouse study that 
concluded, among other things, that “in the case of the Spokane center it does not 
appear that expansion is necessary... it is our observation that the Spokane center 
may have diffi culty in penetrating new convention markets due to the competitive 
nature of the region’s meeting/facility market.” She says that study specifi cally 
recommended against building the type of facility now planned.

Rodgers says she is bothered that Johnson made no reference in his report to 
the 1993 Price Waterhouse study. She says it reminds her of how the city’s 1993 
downtown parking study that found surplus parking availability was strangely 
overlooked during the RPS development project. It was replaced by the now 
infamous Walker Parking Consultants study to justify construction of the expensive 
RPS garage.

Rodgers plans to bring this to the attention of the city council, county commission 
and PFD. Reason: it is exactly the kind of “material fact” omission from the offi cial 
statement of the RPS garage bonds that contributed to the city and developer being 
sued for securities fraud.

THE END

Copyright (c) 2002 by camasmagazine.com
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MISSING PAGES (JAN 18, 2003)
Attempt To Conceal Latest IRS Ruling On RPS Bonds Sparks Legal Skirmish

In a move that reveals intensifi ed jousting between institutional giants in the River 
Park Square federal securities fraud lawsuit, bondholders on January 7 asked the 
court for sanctions against a key defendant, the law fi rm of Preston Gates & Ellis. 
The prestigious Seattle fi rm represents the seller of the RPS garage bonds, the 
Spokane Downtown Foundation.

Bondholders allege that for more than three months Preston Gates & Ellis 
(“Preston”) has violated a court order to release IRS documents that apparently 
contain new information about whether the bonds qualify for the tax-exempt status 
with which they were sold. The motion asks U.S. District Court Judge Edward 
Shea to resolve the impasse over whether bond purchasers are entitled to the new 
information.

In their fi ling, bondholders note “that the IRS has, apparently, issued a second 
[emphasis in the original] preliminary adverse determination” regarding the RPS 
bonds.

The pleading also raises new questions about the candor and judgment on the 
part of Mayor John Powers and his special RPS counsel, Laurel Siddoway. Records 
suggest that Siddoway was aware of the new IRS report but agreed to keep it 
secret. Last month she denied knowledge of it to a Camas reporter three days after 
participating in the deposition of Spokane Downtown Foundation attorney Mike 
Ormsby at which the new IRS report was discussed.

Only recently has Camas learned from court records that Siddoway attended 
Ormsby’s deposition on December 4 and 5. Siddoway appears to have withheld 
from the city council what she learned about the new IRS report during Ormsby’s 
questioning, Camas has now been told by council members. She may also have 
withheld the information from Mayor John Powers; Powers denied before the city 
council that he knew anything about the new IRS report.

To Tax or Not To Tax

The bondholder motion reminds the court that “the parties are currently engaged 
in a mediation process. An issue which must be addressed in the context of that 
mediation will, in all likelihood, be the current value of the Bonds. How can 
the Bond Fund Plaintiffs be expected to make decisions on those kinds of issues 
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if they are deprived of the most current information on the status of the IRS 
investigation?”

If the IRS sticks to its earlier conclusion-that the RPS bonds violated tax code-it 
could pose a serious complication in resolving the RPS crisis. That’s because the 
low interest public funding enabled by the tax-exempt bonds served as the linchpin 
for the entire shopping center project.

RPS critics like Spokane city councilwoman Cherie Rodgers have long branded 
the project a house of cards because of its suspect revenue projections, infl ated 
real estate appraisals, and controversial lease arrangements with the developer. 
Rodgers thinks an IRS verdict that taxes must be paid on the bonds “would 
undoubtedly” cause the frail structure to collapse on Preston, the RPS developer, 
and the City of Spokane.

The IRS’s fi rst review of the bonds, issued in August 2001, concluded that they 
violated tax exemption rules. While the full ramifi cations are hard to predict, a 
second such ruling could hardly be welcome news for those trying to sort through 
the bird’s nest of RPS liabilities.

Records show that the desire of the RPS developer, the Cowles family, to have the 
City of Spokane pledge public funds to secure tax-exempt bonds to help rebuild the 
family’s mall was controversial from the beginning. After years of heated debate, 
the Spokane city council voted to commit its parking meter revenues and “other 
legally available money” to help fi nance the garage on Cowles-owned property.

Meanwhile, the Cowleses ceded Nordstrom signifi cant control over the garage’s 
operations. The concessions were used to help secure the upscale retailer as anchor 
tenant. The details of the arrangement were contained in the Nordstrom lease, 
which the Cowleses and city legal staff persuaded the courts to keep confi dential 
until long after the bonds were sold. (The developer and city offi cials argued the 
Nordstrom lease contained proprietary information that could harm the mall 
project if divulged.)

Documents show that former city bond counsel Roy Koegen warned that 
private control of the garage appeared too great to qualify for public fi nancing. 
Koegen obtained a second opinion - a letter from Preston lawyer William Mantle 
- supporting him in that conclusion. (In addition to representing the Spokane 
Downtown Foundation, Preston was also bond counsel, meaning it represented the 
interests of prospective purchasers of the garage bonds.) These misgivings were not 
made public.
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Meanwhile, Koegen advised that studies be commissioned to support the garage as 
a public enterprise.

Ultimately, despite the red fl ags, both Koegen and Preston signed off on the bond 
sale. The bonds were sold as tax-exempt securities, presumably because Koegen 
and Preston concluded the deal’s fl aws had somehow been fi xed. Koegen claims 
the irregularities he and Mantle fi rst warned of were resolved with a telephone 
conference call. The details of that call, and how the private control problems were 
corrected, were never put in writing, according to Koegen.

The bondholders are seeking sanctions because Preston has disobeyed a court 
order. On September 23, 2002, Judge Shea granted them a motion to compel 
“and ordered Defendant Preston to produce ‘documents Preston and the 
Foundation submitted to the IRS... and documents the IRS has sent to Preston 
and the Foundation’ “ concerning the taxability of the bonds. By law, noted the 
bondholders in their new motion, Preston was supposed to produce the documents 
within 10 days of the court order.

Instead, on October 17, Preston’s attorney presented the bondholder’s attorney 
with a confi dentiality agreement to sign. Preston would let the bondholder’s lead 
counsel, Gary Ceriani, see the IRS documents, but only if Ceriani promised not to 
share the contents with his clients.

On October 29, Ceriani wrote back: his clients rejected those terms.

On October 31, Preston’s attorney, William Cronin, replied, “if you continue to 
refuse to sign the enclosed [confi dentiality] stipulation, we will fi le a motion with 
Judge Shea to get the matter resolved.”

Ceriani says he urged Cronin to fi le his motion. When three months lapsed without 
Cronin doing so, and without Ceriani getting the IRS documents, he says he 
“lost his sense of humor” and went to the court with his January 7 pleading for 
sanctions.

The Missing Pages of Mike Ormsby’s Deposition

Ceriani was not present at the deposition of Mike Ormsby. When he received a 
copy of the deposition, however, he was incensed to fi nd numerous pages had been 
deleted. What was going on?

On December 4 and 5, Ormsby, who represents the Spokane Downtown 
Foundation and who served as lead bond counsel when the bonds were sold, was 
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deposed by Asset Guaranty Insurance Company. As the garage bonds’ insurance 
underwriter, AGIC is an intervening plaintiff in the securities fraud case. AGIC 
obviously asked Ormsby about recent IRS correspondence.

“Ironically, it was in reviewing the portions of the Ormsby deposition that we 
were provided that I fi rst learned that the IRS has, apparently, issued a second 
preliminary adverse determination,” wrote Ceriani in a declaration included with 
his January 7 motion. “Assuming that to be the case, what is the possible rationale 
for Preston’s (and the Foundation’s and the City’s) refusal to make it public? 
Investment decisions are being made by bondholders based upon the current state 
of public knowledge. If the second adverse determination further explains (or 
even just confi rms) the IRS position on the taxability of the Bonds, that is material 
information that the investing public (not just Preston and those who agree to 
Preston’s ‘back room’ demands) are entitled to know about.”

In his motion, Ceriani castigates Preston for telling a court reporter to pull out 
14 pages from the transcript of the Ormsby deposition. Apparently the missing 
testimony contains Ormsby’s discussion of the latest IRS ruling.

“With all due respect to Preston and its counsel in this proceeding,” wrote Ceriani, 
“they simply do not have the right, absent an Order of this Court, to refuse to 
produce documents that this Court has ordered be produced under some sham 
claim of ‘confi dentiality’ nor to instruct the court reporter what will or will not be 
set forth in the deposition transcripts that are to be provided to adverse parties.”

In his declaration, Ceriani noted that, even after Judge Shea ordered the material 
released, Preston’s attorney Cronin refused to let it be shown to the bondholders. 
Ceriani quoted from Cronin’s October 17 letter, which asserted that the IRS 
material in question “is confi dential taxpayer related information, and we need to 
avoid any potential for selective disclosure of these materials to any person in the 
market.”

Ceriani bristled at that. He wasn’t seeking selective disclosure, he said, but 
complete public disclosure.

“Ignoring the insult inherent in Preston’s suggestion that the Bond Funds just 
cannot be trusted to act honorably and lawfully by refraining from trading 
on inside information,” wrote Ceriani, “I pointed out to Preston that only two 
scenarios are possible with respect to these documents: either (1) the documents do 
contain material information regarding the issue of whether the bonds are taxable 
(in which case the proper procedure is for the Foundation to make that material 
information public so all [emphasis in the original] investors are able to make 
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investment decisions based on the most current information); or (2) the documents 
do not contain information material to investors (in which case Preston’s claims of 
‘Highly Confi dential’ are entirely bogus). In no event is it appropriate for Preston 
to simply hold documents it has been ordered to produce hostage to extract an 
agreement that will hide [emphasis in the original] material information from the 
public market. For that, and other reasons, I refused to sign the [confi dentiality] 
Stipulation when it was presented to me...”

In response to the bondholders’ motion for sanctions, Preston’s law fi rm, Corr 
Cronin, fi led a motion for a protective order in which it reiterated that “Preston 
contends that the documents ordered for production are Highly Confi dential such 
that only limited disclosure to... Qualifi ed Persons” should be permitted. Those 
qualifi ed persons, Preston insists, do not include investors who purchased River 
Park Square garage bonds or the public at large.

Aggressive Legal Move

Clearly, the bondholders’ motion for sanctions sends a message that their patience 
is wearing thin. Judge Shea’s ruling on the matter could give an indication of how 
the court will interpret the central question of material facts if the case goes to 
trial as scheduled in April 2004. Securities law requires that all facts material to an 
investment be disclosed to would-be investors. Ceriani made it clear when he fi rst 
appeared before Judge Shea in July 2001 that the bondholder case revolves around 
that point.

But no matter how Judge Shea rules on the sanctions motion, it’s an aggressive 
move by the bondholders that asks the court to reprimand Preston Gates & Ellis 
for ignoring a court order. And while Spokane itself is not a target of the motion, 
the motion makes a point of chastising the city’s government for going along with 
Preston’s “back room” tactics.

For Preston, being publicly accused of hiding information from the market by 
four of America’s most powerful investment fi rms-Nuveen, Strong, Smith Barney 
and Vanguard-could amount to more than a slap on the wrist. By incurring the 
displeasure of the bondholders, and even risking a contempt of court citation 
along the way, Preston is obviously betting that its RPS legal strategy will not carry 
undesirable business consequences.

As the 120-year-old Preston law fi rm notes on its web site, bonds are an important 
part of its business. Citing Thomson Financial Securities Data Company as the 
source, Preston reports that it was ranked second in the western region and 14th 
nationally among bond counsel fi rms in 2001. The 216 bond deals it handled that 
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year represented volume of $4.71 billion. Damage to Preston’s reputation in the 
bond market could prove injurious.

For Powers, Siddoway and Spokane government, the bondholder motion for 
sanctions poses a dilemma that may be no less ominous. At issue is the credit 
market’s expressed low opinion of the city’s reliability and integrity. The city’s 
acquiescence to a Preston demand to suppress new IRS fi ndings might well create 
an impression in the bond market that the city is not acting in good faith to resolve 
the RPS crisis.

As several market-watchers in Spokane’s fi nancial community feared, the city’s 
credit rating took a serious hit as a result of the RPS garage crisis. Both Standard 
& Poor’s and Moody’s ratings services have downgraded the city’s credit rating. 
Among other things, that downgrade essentially precludes the city from issuing 
bonds for the planned convention center expansion.

“The rating’s actions,” Moody’s explained in an August 7, 2001 report, “refl ect 
the failure of the city and other parties to resolve their disputes” and “the city’s 
unwillingness to honor its fi nancial commitments” to garage bondholders, “even in 
the face of an imminent default on the bonds.”

At the time, Moody’s assigned Spokane a “negative outlook.”

In this latest dispute, the city appears to be keeping secrets with Preston (one of its 
co-defendants in the securities fraud suit) on the one hand, while on the other hand 
telling bondholders it’s negotiating in good faith to reach a mediated settlement.

The city council majority’s unfl inching public support of Powers/Siddoway 
litigation tactics makes it unlikely the mayor and his lawyer will face much of a 
challenge on their handling of the IRS report controversy. So far, the Cowles-owned 
Spokesman-Review has ignored the story, too.

Nevertheless, the bondholders’ motion for court sanctions shows they won’t 
politely look the other way.

The offi cial statement for the RPS bonds pledged the Spokane Downtown 
Foundation to a continuing duty of disclosure. That meant it had to share 
developments with bondholders that affected the bonds’ value. Adverse tax 
determinations were specifi cally singled out for immediate disclosure. Because the 
bonds were sold on behalf of the City of Spokane, there may be a question about 
whether the city shares this disclosure duty with the Foundation.
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As the bondholders pointedly note, if the IRS has issued a new report on the bonds, 
“what is the possible rationale for Preston’s (and the Foundation’s and the City’s) 
refusal to make it public?”

Whether that’s a literal or rhetorical question, it seems pregnant with implication.

With court records placing Siddoway at Ormsby’s December 4 and 5 deposition, 
an obvious question arises: Did Siddoway sign the confi dentiality agreement 
Ceriani refused to sign? According to Preston’s motion for a protective order, it was 
“signed by all parties except for the plaintiff bond funds.” That clearly suggested 
Siddoway, too, agreed to keep the latest IRS report under her hat.

And yet, on Sunday, December 8, when Camas Magazine contacted Siddoway 
for comment on an earlier story about the latest IRS development, through her 
husband Doug she denied knowing anything about it.

According to city council sources, after that story broke, Siddoway was grilled 
by the council about whether she had any information about a new IRS report. 
Sources say Siddoway categorically denied any such knowledge.

Similarly, at the December 9 city council session, Mayor Powers was questioned 
about the matter by Councilwoman Rodgers. Powers, too, claimed ignorance.

Powers and Siddoway did not respond to a Camas e-mail asking them about 
Siddoway’s presence at the Ormsby deposition; whether she signed the 
confi dentiality agreement required by Preston’s lawyers; and whether either the 
city council or mayor authorized her to accept information about the mysterious 
IRS report under a confi dential agreement not to share it with city offi cials, the 
public or bondholders.

Ormsby, the Preston attorney and former Powers campaign treasurer, has 
previously declined to discuss the IRS matter with Camas.

William Cronin, the attorney representing Preston in the RPS litigation, said his 
client will fi le a new response to the bondholders’ motion for sanctions on January 
21. Asked if Laurel Siddoway signed the confi dentiality agreement associated with 
the Ormsby deposition, Cronin said he thought she had. He said he would confi rm 
it and call back. He didn’t. Asked for a copy of the confi dentiality agreement, 
Cronin demurred. He said he thought he would include it with his January 21 
motion.

Late Friday afternoon, as this story was being completed, Camas received an e-mail 
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from Councilman Steve Corker. It was a forwarded e-mail from Laurel Siddoway.

“Dear Council Members,” it began. “I noted today that I was copied on an 
electronic mail communication sent to you by Mr. Larry Shook...” Siddoway went 
on to acknowledge that she had attended the Ormsby deposition and signed the 
confi dentiality agreement required by Preston.

In a brief follow-up telephone interview, Corker said Siddoway’s admission “raises 
questions in terms of authority and improper communications with the Spokane 
city council. I have spoken to the city’s corporate counsel, Mike Connelly, and 
asked certain questions of Ms. Siddoway and the mayor.”

Corker said he plans to seek a public explanation of Siddoway’s actions.

A hearing on the bondholder motion for sanctions is scheduled before Judge Shea 
in federal court in Spokane on February 12 at 1:30 p.m.

THE END
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PUBLIC BUSINESS (FEB 7, 2003)
Federal Judge Orders Release of Latest IRS Ruling On RPS Bonds

Taking less than an hour to hear oral arguments, U.S. District Court Judge Edward 
Shea yesterday ruled from the bench that the latest IRS report on the taxability of 
the River Park Square garage bonds must be made public.

Citing worries over “selective disclosure,” attorneys representing Preston Gates & 
Ellis, the big Seattle law fi rm that served as bond counsel in the RPS transaction, 
had sought to keep the latest IRS report out of the public eye. Preston is a 
defendant in the RPS securities fraud lawsuit. Plaintiffs had brought a motion for 
sanctions against Preston in an effort get the report released. (See “Missing Pages.”)

Judge Shea ruled against the motion for sanctions, saying he saw no evidence 
that Preston had acted in bad faith in not following his earlier order to release the 
report. He said the resulting clash over his earlier order was part of the normal cut 
and thrust of litigation.

However, he said, the court had to be sensitive to the disclosure requirements 
of securities law. Because of that he ordered the IRS report to be released. (To 
download the latest IRS report, click here.)

The tax status of the garage bonds is one of the most explosive elements of the RPS 
litigation. A lengthy “preliminary adverse determination” fi led in August 2001 by 
the IRS’s Tax Exempt and Governmental Entities Division found tax rule violations 
in several areas that underlie the complex garage transaction. Among other things, 
the IRS reported, the non-profi t corporation (set up by lawyers representing 
Cowles family interests in the transaction) failed to qualify as a valid issuer of tax-
exempt bonds. Instead of the corporation (the Spokane Downtown Foundation) 
being under the control of the city, as federal rules require, it appeared, the IRS 
found, that the corporation board “consisted mainly of associates of the [RPS] 
Developer and/or Nordstroms.” Moreover, the IRS found, the terms of the garage 
deal approved by the non-profi t allowed too many private benefi ts.

Perhaps the most troublesome fi nding for the city and the RPS developer, however, 
was IRS’s conclusion that Cowles ownership of the land beneath the garage was 
by itself an “encumbrance” that violated IRS rules. If, as the August 2001 ruling 
portends, the land must come into public ownership in order for the garage bonds 
to be tax exempt, it could greatly complicate efforts to mediate a resolution to the 
garage litigation impasse.
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Late Thursday evening Camas obtained a copy of the report Judge Shea ordered 
released earlier in the day. In general, the new IRS report is an even more complete 
indictment of the River Park Square project. It provides a comprehensive summary 
of the development’s salient features and ample documentation of multiple 
infractions. The report is noteworthy for its blunt, at times nearly caustic, tone.

The new report picks up on the basic violations of federal tax rules that were 
identifi ed in its August 2001 report. Not only has the IRS fl ushed out its evidence 
and strengthened its arguments on each of the previously identifi ed violations. The 
report also shows that IRS believes it has developed considerable new evidence 
to support a broad case that the River Park Square garage transaction violated the 
letter and spirit of federal tax rules at nearly every turn.

The three major violations identifi ed by IRS are as follows:

1) Because the $26 million purchase price for the garage vastly exceeded the $15 
million sum that fi nancial reports and construction reviews indicated the garage 
should have cost, the purchase price of the garage violated rules limiting private 
“inurement”-or private profi t-taking. Adding to the case for this violation, IRS has 
also now taken the position that the ground lease payments to Cowles real estate 
companies are also excessive, and are yet another reason the transaction violates 
the private inurement restrictions. Although its previous report had raised a 
concern about private inurement in the RPS garage deal, the new report goes much 
further in laying out the evidence for why IRS believes the violations occurred.

2) The Spokane Downtown Foundation (SDF), which issued the $31.5 million 
in bonds to buy the garage “on behalf of” the city, was not qualifi ed to issue tax 
exempt securities. In addressing the SDF’s controversial role, the IRS focused on 
the profi t-taking provisions granted to the RPS developer in the garage ground 
lease with the SDF. This is a provision that would allow the RPS developer to take 
additional profi ts (on top of the direct proceeds from the sale of the garage, and 
the arguably infl ated base ground rent payments paid to Cowles companies) if the 
garage operated in the black. This, the report fi nds, was another private inurement 
violation. As part of this fi nding, the IRS also posits that the willingness of the SDF 
to go along with these provisions is an indication that the nonprofi t served as a 
conduit for private profi t-taking. This, according to the report, means the SDF was 
never a valid issuer of tax-exempt securities.

3) In what could be a fatal blow to efforts to refi nance the garage transaction with 
city or other tax-exempt bonds, the IRS report devotes several pages of evidence 
and legal analysis for its conclusion that Cowles ownership of the land beneath the 
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RPS garage is, by itself, a violation of tax rules prohibiting private encumbrances 
on publicly fi nanced facilities. In explicit detail, the IRS presents evidence that, 
from the inception of the RPS project, the developer worked with its anchor tenant, 
Nordstrom, to ensure garage operations would be subject to private control for the 
benefi t of Nordstrom customers.

Among the new IRS fi ndings is a startling argument that the city’s 1997 Off Street 
Parking ordinance-which survived challenges in state courts-may have violated 
federal tax rules.

“The pledging of parking meter revenues” to cover possible land rent and 
operations costs at that garage “provided the Developer a fi nancial gain,” the IRS 
report states. Thus, the report indicates, even the city’s loan pledge extends private 
benefi ts that must be considered in evaluating whether the garage bonds are 
taxable.

Another new front in the IRS report: repeated fi ndings and implicit criticisms of 
the failure of city offi cials to disclose events and facts to the public that would have 
allowed public understanding of the deference and benefi ts being extended to the 
RPS developer.

THE END

To download the latest IRS report, click here.
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‘HOCUS-POCUS’ — PART 1 (FEB 17, 2003)
A 9-month Camas investigation reveals how dubious appraisals allowed the 
Cowles family to reap at least $25 million in excess profi ts in the RPS garage 
transaction.

How The City Bought the Cowles Garage

NEW EVIDENCE REVEALS how appraisal abuses in the River Park Square garage 
transaction helped create tens of millions of dollars in hidden public subsidies for Cowles 
real estate companies.

“All right. Maybe I’m not making myself very clear,” said Cowles attorney Les 
Weatherhead.

He was in the midst of a lengthy deposition in the River Park Square securities fraud case. 
It was April 24, 2002, and the witness was Spokane appraiser John Evans.

“Am I correct to understand that if you had read the Walker report and you had been 
persuaded that it was hocus-pocus, that it was nonsense, am I right in thinking that you 
would never have produced the [appraisal] report?”

The real estate appraisals for the RPS garage and the Cowles-owned land 
beneath it are the foundation of the public/private partnership that now mires 
Spokane in the worst fi nancial and political crisis in the city’s history. A nine-
month investigation by Camas Magazine senior editor Tim Connor raises new 
and more serious questions about the propriety of those appraisals.

This three-part series is based on information that has become available since our original 
report, “Secret Deal,” came out two-and-a-half years ago. Subsequently released documents, 
depositions taken for the RPS securities fraud case, and recent Camas interviews show why 
Weatherhead’s question, and the way Evans answered it, are so important. -Ed.

In the spring of 1995, Dennis Beringer, real estate manager for the city of Spokane, 
was told to fi gure out how much an expanded River Park Square garage would 
be worth to the city. Beringer’s superiors wanted to know how much of Spokane’s 
money they should spend on the facility as a way to help Betsy Cowles redevelop 
her family’s downtown shopping center.

From the city’s point of view, the purpose of the Cowles mall was to revitalize 
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Spokane’s decaying urban core. By all accounts, everyone in city hall was 
enthusiastic about the public/private partnership.

Because he was worried about downtown’s future, Beringer, too, was an 
enthusiastic supporter of the project. But by this time the city had already decided 
to do more than buy the garage. In a controversial decision, the city agreed 
to pledge fi ve years’ worth of Spokane’s future federal Housing and Urban 
Development (HUD) block grants to secure a $22.65 million loan to help the 
Cowleses refurbish their mall. The size of the loan was so large that it took up all of 
Spokane’s existing loan capacity under the HUD Section 108 program.

Now the anchor tenant, Nordstrom, was demanding a renovated garage. So the 
city stepped up to the plate again. Spokane could sell revenue bonds to fi nance the 
transaction. But how much should the city pay the Cowleses for the garage and 
still have a reasonable expectation that garage revenues, alone, would pay off the 
bonds?

Beringer considered historic earnings and the planned renovation. He concluded 
the city could afford to pay the Cowleses $15 million for the garage.

Beringer’s number matched what the developer was requesting at the time. In 
a June 1, 1995 memo recently discovered by Camas, Cowles attorney Duane 
Swinton sent a proposal to former city bond counsel Roy Koegen. Swinton said 
that the existing garage and a planned new section could be built “at a total cost of 
approximately $12 million.” A week later, the developer’s PR fi rm, Rockey West, 
issued a press release announcing it would cost the city $14 million to buy the 
garage at the new mall.

Then-city councilman Joel Crosby, a commercial realtor with an accounting 
degree, balked at those numbers. Like other city offi cials, Crosby supported the 
development, but he wanted to make sure the garage could pay for itself once the 
city bought it. “It would probably justify a $12 million investment,” Crosby told 
Camas in 2000, “and that was pushing it to the edge of the envelope.”

“What I clearly recall,” Beringer said in a recent interview, “was that Joel was 
constantly calling me, and talking to me, and coming to my offi ce asking me how I 
got to certain numbers within my estimate.”

Beringer met with his predecessor, Jim Simpson, to go over his work.

The $15 million was “probably on the high side,” Simpson told Camas in a recent 
interview. “I thought it would pass the test, but it was generous.”
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Beringer remembers that, except for Crosby, the city council was “thrilled with the 
$15 million.”

The city’s offi cial records validate the accounts of both Beringer and Crosby. 
Spokane’s participation in the River Park Square public/private partnership was 
launched on June 12, 1995 with the city council’s unanimous support. Through 
revenue bonds authorized by Resolution 95-74, the city would put up a total of $15 
million to buy the garage. But this sum had to cover bond issuance costs as well as 
the purchase price.

Resolution 95-74 would not be the last word, though.

Joel Crosby left offi ce in December 1995. “A month or so later, I saw Orville 
[Barnes],” Crosby says. Barnes was a member of the council’s fi nance committee 
and, by all accounts, the council’s lead player on RPS because of his experience in 
commercial real estate and property management. “He said, ‘We’re up to nineteen, 
twenty million.’ I was stunned. He [Barnes] said, ‘We just kind of got to do it to 
make it work.’ “

Why was the city changing its course so drastically?

Developer’s Appraiser Advises the City

Thus far, nothing has been found in city documents that explains why the city 
abandoned the bond limit set forth in Resolution 95-74. The indications that 
the terms of the transaction were changing, and that the RPS developer was 
determined to receive more money for the garage, begin to appear in notes and 
memos in late March of 1996. A pivotal meeting took place on March 21, 1996 at 
which Barnes, River Park Square project manager Bob Robideaux, and a host of 
senior city staff members assembled to discuss the new urgency surrounding the 
project. Dave Mandyke, a city public works director who would rise to the position 
of assistant city manager during the formation of the RPS project, was one of those 
present. His notes included the handwritten entry: “15-20M PARKING GARAGE.” 
On the next line, Mandyke wrote, “DEREK ZIMMER PARKING GARAGE 
APPRAISER.”

This reference is to the appraiser hired by the developer. Beringer and former city 
fi nance director Pete Fortin say Zimmer worked with Robideaux in pushing city 
offi cials to do a new appraisal of the garage using the “investment approach” to 
value.
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By then, March 1996, Beringer knew, “Betsy Cowles was not happy with my 
number of fi fteen million.”

Asked how he knew that, he replied: “Bob Robideaux basically said the developer 
was not going to accept my value, no matter what the council said, no matter what 
the council voted; the fi fteen million dollars was not acceptable.”

In a typical real estate transaction of this type, sellers and buyers commission their 
own appraisals. Ordinarily, these are confi dential between appraiser and client 
and are the foundation for negotiations. If appraisals are shared, as is sometimes 
the case to advance negotiations, it is as a mutual exchange. That arm’s length 
relationship didn’t exist at River Park Square.

In the RPS transaction, the buyer (the city) let the seller (the developer) tell it to 
perform questionable appraisals that benefi ted the seller by infl ating the purchase 
price. In a highly irregular move, the prospective buyer then turned its appraisals 
over to the seller for the seller’s review before negotiations were concluded. The 
seller then used the infl ated appraisals to bargain for a higher price, to which the 
buyer (acting through a non-profi t corporation organized by the seller) ultimately 
agreed.

Beringer had forcefully advocated the “income appraisal” approach - the standard 
method for appraising the market value of income-generating properties. An 
“investment appraisal” would be much more speculative and volatile, more akin to 
trading on commodities futures. Yet this is exactly what Zimmer prescribed, using 
the city’s low interest bond rate as the “discount rate.”

City records show that by the end of March 1996, Beringer recommended that 
Spokane hire two appraisers to independently evaluate the garage. He says 
he hoped they would help him convince the council that the standard income 
approach to value was the more appropriate method for the city to use.

In a March 18, 1996 letter to Robideaux, Zimmer laid out the recipe for the 
investment value appraisal that the developer wanted the city to commission. 
To address expected ethical questions, Zimmer included excerpts from the 
authoritative Uniform Standards of Professional Appraisal Practice (USPAP) which 
seemed to condone the approach he was recommending.

At the heart of the investment value appraisal method is what’s called the 
“discounted cash fl ow” (DCF) analysis. In the mathematics of the DCF analysis, the 
“discount rate” functions as an interest rate and is, in fact, primarily based on the 
interest rate the buyer would usually pay to borrow money. The less a borrower 
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(the property buyer) has to pay in interest, the greater the potential for making a 
profi table use of the borrowed funds. This is because more money will be left over 
as profi t after the money is paid back. The higher a project’s potential for profi t, the 
greater its potential “investment value.”

From the standpoint of Zimmer’s client, his proposal was a brilliant move - if the 
city would agree to it. Setting the discount rate based on the city’s less expensive 
money would signifi cantly increase the “investment value” of the garage. The sole 
benefi ciary of this maneuver would be Cowles real estate companies. This was the 
irony deeply embedded in the RPS deal. It was use of the city’s access to cheap 
money that would cause the appraisers to put a higher value on the garage. The 
resulting added “value” would be harvested by the seller-the Cowleses-while the 
city and garage bondholders would bear the additional risks. What Zimmer’s idea 
came down to was that Spokane would have to pay several millions of dollars 
more for a garage purely as a result of the city’s willingness to pay for it with low-
interest municipal bond proceeds.

Zimmer’s letter to Robideaux was passed on to the city and later to the city’s 
appraisers. Conspicuously absent from Zimmer’s USPAP excerpts is the pertinent 
USPAP caution: “Because DCF analysis is profi t-oriented and dependent upon the 
analysis of uncertain future events, it is vulnerable to misuse.”

In the end, the city gave in to the Cowleses and used the investment appraisal 
they wanted. But how did that happen? How was the city convinced to use an 
unconventional and controversial appraisal method that went against the advice 
of its own real estate manager? The answer is sealed behind the closed doors of a 
Spokane city council executive session.

Former city fi nance director Fortin remembers a meeting with Robideaux, Zimmer, 
Beringer, and the city’s contract appraisers, “in which Robideaux and Zimmer 
tried to convince us that the investment method was a valid method to use in 
this instance. And the appraisers felt that it was just one of many. So we had an 
executive session with the council in which the various methods were described, as 
I recall by Dennis [Beringer] and [then-assistant city attorney] Stan Schwartz. And 
at that point, the council said we should use the investment method.” The city’s 
appraisers were so instructed.

In what was apparently a “what’s-good-for-Cowles-real-estate-is-good-for-
Spokane” kind of moment, Spokane’s top decision-makers decided to take the 
developer’s advice about how much to let the developer charge the city for the 
garage, over the advice of the city’s own real estate manager.
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According to Beringer, that was the meeting at which Spokane’s direction in the 
RPS development fundamentally changed. “I had been saying turn right, turn 
right,” says Beringer, meaning the city should do a standard income appraisal. “At 
that meeting the city decided to turn left.”

With this fateful turn, Spokane began its grim march through political chaos and 
litigation caused by the garage’s fi nancial collapse. These newly emerging facts 
surrounding the garage appraisal controversy suggest that city offi cials made 
willful decisions to suspend their fi duciary responsibilities to their citizens. 
The new evidence adds weight to the charge of former Mayor John Talbott and 
his special counsel for RPS, O. Yale Lewis, that city offi cials engaged in a civil 
conspiracy with the developer to divert public money for private purposes.

What the City Told Its Appraisers to Do

Appraisals are opinions of value. The canons of professional appraisal standards 
are the principles of scrutiny, probity, and disclosure. They dictate the appraiser’s 
evaluation of how assets and liabilities affect a property’s worth. The underlying 
assumption in this process is that clients act in their own best interest. The RPS 
garage appraisal turned that assumption upside down.

The city’s appraisers worked for a client - the prospective buyer - who insisted 
on subordinating its own interests to those of the seller. Among other things, this 
resulted in instructions from the city to its appraisers that made it diffi cult, if not 
impossible, for them to obey the standards of their profession. Consequently, the 
City of Spokane’s orchestration of the appraisals was part of a larger process. 
Ultimately, this was a process through which the city endorsed transactions and 
contracts transferring tens of millions of dollars in cash and lease terms to Cowles 
real estate companies over and above the sums that could have been supported by 
appraisals done in strict conformance with contemporary appraisal standards.

(In court documents, the city is now arguing that terms of the garage transaction 
were the result of either “mutual mistakes” or that the city was duped by its 
partner, the Cowleses. The facts behind the appraisals, and the appraisal process, 
don’t support either contention.)

The city’s two appraisals of the River Park Square garage were conducted 
simultaneously by John Evans and David Auble (of Auble & Associates), and 
Daniel Barrett. Evans/Auble and Barrett were given explicit instructions by the 
city to use the “investment value” method, which included “discounted cash fl ow” 
(DCF) analysis.
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Two key factors govern DCF analysis: the discount rate and the projected revenue 
stream used to calculate investment value. The discount rate is the more volatile of 
the two.

Even though Evans/Auble and Barrett were instructed to use this method, 
industry standards and ethical guidelines required that they scrupulously examine 
and make adjustments for any unsubstantiated optimism in revenue projections. 
Moreover, the DCF method would normally allow the appraisers, working with 
their client, to add interest points to the discount rate in order to account for 
the risks they saw. As tables deep in the bowels of Barrett’s report indicate, a 
shift upward of even a single percentage point in the discount rate causes the 
investment value of the garage to drop by millions of dollars. Thus, if the discount 
rate used in the city’s appraisals had been adjusted to account for the risks the 
appraisers identifi ed, it could easily have dropped the “investment value” of the 
garage right back to the same market value Beringer and Crosby had calculated in 
1995.

“You and I would not have done this deal, based on the information that was 
available at the time the appraisals were done.”
--Spokane MAI Appraiser Dan Barrett

Under the terms of the appraisal assignment, however, the appraisers had no 
such discretion. They were told to use a discount rate of 7.75 percent. They were 
told they could not adjust the rate upward to account for the risks they identifi ed. 
This 7.75 percent rate was signifi cantly higher than the 6.25 percent Zimmer was 
advocating. But, as Barrett’s report indicated, it was still lower than the 10 percent 
to 12 percent interest a private investor would have received from a commercial 
bank at the time-even if a commercial bank would have been willing to make such 
a risky loan.

In appraiser Barrett’s view, the risks to Spokane were so daunting that they likely 
would have frightened off a typical bank lending offi cer.

“You and I would not have done this deal based on the information that was 
available at the time the appraisals were done,” Barrett told Camas in a recent 
interview.

The resulting appraisal reports are layered with paradox. Although ostensibly 
the city’s appraisals were conducted to benefi t the city in its negotiations with 
Betsy Cowles, they heaped benefi ts upon the developer at the city’s expense. DCF 
analysis is inherently profi t-oriented. In their depositions for the securities fraud 
case, both Dan Barrett and John Evans admit that their “investor” client, the city, 
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was not interested in making a profi t on the garage. Instead, the “profi ts” created 
by relying on the appraisals would go to Cowles real estate companies. Why would 
the client be using a profi t-oriented appraisal method when it wasn’t interested in 
making a profi t? Their reports are completely silent on this question. In depositions 
and interviews, the appraisers say they don’t know.

The other key factor in DCF analysis is projected revenues. The appraisers were 
ordered to base their assessments on certain assumptions. Here the appraisals run 
afoul of the letter and spirit of professional appraisal requirements. Particularly 
glaring was the blind acceptance of the now-discredited revenue projections 
of Walker Parking Consultants, the acceptance of which led directly to a gross 
overstatement of the garage’s “investment value.”

Over the objections of many knowledgeable observers, Walker predicted many 
more customers would pay higher rates to patronize the garage than historic data 
supported. Critics like Bob Glatzer, who once managed River Park Square and 
who later served as a director of the public agency that manages the new garage, 
warned from the beginning that Walker’s projections were unbelievable. Such 
warnings were ignored. (They turned out to be accurate. Now, Walker’s wild errors 
are a key element in the garage’s insolvency.)

The ethical guidelines of the Appraisal Institute and the Appraisal Foundation call 
for independent scrutiny and evaluation of numbers like the Walker projections. 
The city’s appraisers - who carry the prestigious MAI designation, for Member 
of the Appraisal Institute - nevertheless agreed to instructions that thwarted 
their independence and invited distortions of their work. They were clearly 
uncomfortable with these instructions, but the objections they raised in their 
reports were surprisingly muted.

Beringer says he was immediately skeptical of the 1996 Walker projections and 
shared his skepticism with Walker’s lead analyst, John Dorsett. Dorsett, Beringer 
says, assured him of Walker’s credentials and the fi rm’s confi dence in its numbers. 
Beringer quickly learned the appraisers shared his own deep concerns about the 
reliability of the Walker forecasts.

Said Beringer: “I specifi cally told both appraisers, ‘Whatever objections you 
have, whatever concerns you have, I recommend you put them in your report. 
Because I have no control over the negotiations [between the city and Cowles 
representatives]. I have no control over the process of investment value. I have no 
control over the stipulations given to you. I have no control over the discount rate 
given to you. Whatever you’re unhappy with, you see it as a red fl ag for you, put it 
in your report. Just that simple. Do that.’ “
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Barrett’s red fl ags were planted much more prominently than those of John Evans 
and David Auble. For example, Barrett underscored the word “not” in pointing 
out that Walker’s report assumed the garage operator “will not participate” in the 
funding of a parking validation program.

“This may not be a reasonable assumption,” he noted, adding later: “The prudent 
purchaser of this investment would recognize this as added risk and compensate in 
some manner for the uncertainty.”

Barrett also reported that he viewed the Walker income projections from cinema 
parkers as “optimistic.”

“Not many investors would be willing to put money at risk,” he noted, “where so 
little is known about one of the primary sources of investment income.”

Even with these red fl ags, Barrett produced his 90-page report using the Walker 
numbers. He did, however, take an unusual step. Rather than giving just one 
investment value number, he provided three. His “best case” number used the 
unaltered Walker projections. It put the investment value of the garage at $30.8 
million. His “worst case” number cut in half the projected income from moviegoers 
and resulted in an investment value of $22.2 million. (As things turned out, even 
this number overestimated actual revenues by 75 percent.)

A close reading of Barrett’s report shows he put little if any stock in his “best 
case” number. It was there to represent what the investment value would be if he 
followed the city’s instructions to the letter. But this “best case” $30.8 million is the 
only number Barrett provided that can justify the $29.8 million Betsy Cowles later 
insisted she should receive.

The Auble & Associates report provided only one number for the investment value 
of the garage-$27.6 million.

The way John Evans and David Auble handled the Walker numbers is diffi cult 
to reconcile with the USPAP standards and the AI Code of Ethics. The standards 
clearly require that appraisers accept full responsibility for the key inputs into 
their value opinions. Even if a projection comes from another source or contractor, 
like Walker, the appraiser must still carefully review the work and vouch for the 
numbers.

It was even more important that they do so in this particular assignment. Among 
the cautions Cowles appraiser Derek Zimmer left out of his March 18, 1996 letter 
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that addressed ethical requirements were the USPAP’s emphasis on two basic 
rules. They instruct appraisers not to commit signifi cant “errors of omission or 
commission” in their work or “render appraisal services in a careless or negligent 
manner.” Observing these rules is important, the USPAP cautions, “because of the 
potential for the compounding effect of errors” in the volatile DCF analysis used 
for investment value appraisals.

Yet, except for one minor adjustment (the average length of stay for retail parking 
customers was adjusted downward by a half hour), the Auble report relies 
exclusively on the Walker income projections. It warns that the higher parking 
rates forecast for the garage-a key premise of the rosy Walker numbers- is “a 
major assumption, but one that has been specifi ed by the client.” Because these 
same projections don’t account for the cost of parking validation, the Auble report 
also warns, “revenue may be overstated.” Yet, in the next sentence, and without 
explanation, the appraisers report they “have assumed” the issue will somehow be 
addressed “to assure there is no income shortfall from the projections herein.”

USPAP prohibits using such assumptions to calculate value unless they’ve been 
verifi ed by the appraisers. By following the city’s instructions, and lending their 
MAI credentials to their appraisals, Evans and Auble appear to have violated 
Appraisal Institute standards. This is because they failed to independently verify 
the reliability of the Walker revenue projections.

Appraisal industry sources say the use of investment value appraisals by public 
entities is extremely rare. As Camas reported in June 2000, at least two experienced 
MAI appraisers who learned of the RPS garage appraisal plan at a meeting in city 
hall in April 1996-John McFaddin and Mike Sprute-quickly objected to its propriety. 
The two veteran appraisers say they could see no purpose for the city to depart 
from market value in appraising the garage for a public purchase.

A federal banking law cited by McFaddin and others reinforces his and Sprute’s 
objections to the garage’s non-market value appraisals. The law is known as 
FIRREA. It stands for Financial Institutions Recovery, Reform and Enforcement Act. 
Passed in 1989 after the savings and loan crisis, its purpose was to crack down on 
appraisal industry abuses that created property overvaluation of the sort that took 
place at the RPS garage.

McFaddin’s point that FIRREA requires market value appraisals on all transactions 
involving federal funds raises an important question. Whether it was legal or 
not, why would the city insist on using a risky appraisal method that is barred by 
federal rules designed to protect U.S. taxpayers?
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Continued...

To download Swinton’s June 1, 1995 memo, click here.
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‘HOCUS-POCUS’ — PART 2 (FEB 19, 2003)
What the Appraisers Say Now

THE CITY’S RIVER PARK SQUARE appraisers may have been uncomfortable with 
their assignment, but they accepted it anyway. Now their actions and motives are 
under scrutiny.

According to the offi cial statement for the garage bonds, the purchase price of the 
garage was “based primarily on two MAI appraisals commissioned by the city.” In 
fi nancial circles, because of the expertise and due diligence it implies, the Member 
of the Appraisal Institute (MAI) designation sends an important signal to the 
marketplace.

During the April 24, 2002 deposition of appraiser John Evans, attorney Les 
Weatherhead gave the appraiser a chance to emphasize the independence of his 
report. Evans’s responses were tentative. The Cowles attorney tried again, and the 
answer he got was probably not what he hoped for.

“All right,” Weatherhead said. “Maybe I’m not making myself very clear. Am I 
correct to understand that if you had read the Walker report and you had been 
persuaded that it was hocus-pocus, that it was nonsense, am I right in thinking that 
you would never have produced the [appraisal] report?”

Evans refused to answer Weatherhead directly.

“You have to..,” Evans started to reply. “That statement has to be analyzed within 
the criteria of the client’s investment objectives.”

Evans also refused to endorse the Walker numbers that he had used in his analysis.

Weatherhead would not have had to belabor his questions had Evans not been 
struggling to explain how his RPS garage appraisal complied with professional 
standards. Such questions must have occurred to him early on, because in the 
front of his report, he and Auble labeled it a consulting assignment, not a market 
value appraisal. A consulting assignment, he seemed to suggest, circumvented the 
ethical requirements of an appraisal. In his testimony he asserted that, had it been a 
market value appraisal, the ethical requirements would have been more stringent; 
that he and Auble might not have been able to “participate” in using the Walker 
numbers without changing them.
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Two obvious problems arise from Evans’s rationale.

First, the offi cial statement for the garage bonds clearly represented the Auble 
report as a bona-fi de MAI appraisal.

Second, in commentary accompanying the applicable 1996 USPAP Standards 
Rule 5-2, the Appraisal Foundation’s standards board emphasized that even in 
performing a consulting service, appraisers were still obligated to not only disclose 
their assumptions but “support their validity.”

“Specifi c assumptions or conditions imposed by the client must be clearly set forth 
as part of the identifi cation of the objective of the consulting service,” it states. “The 
appraiser must investigate the validity of such assumptions or conditions and give 
reasons for fi nding them realistic.”

In their appraisal the only real reason Evans/Auble gave for accepting the “major” 
Walker assumption-consumer acceptance of the new $1.50 per hour parking rate-
is that they were instructed to do so by their client. “It is diffi cult to judge whether 
competitive rates can be successfully raised to this level but [sic] appears to be a 
valid assumption for future income projections,” they reasoned.

In their depositions, Evans and Auble said they could accept the Walker numbers-
despite their own concerns about them-because they had no better information or 
“data” with which to replace them. So long as they disclosed their concerns to their 
client, Evans said, the appraisers had fulfi lled their ethical responsibilities.

“At the time we went into this deal, we, as a group of appraisers, had a limited 
amount of information, and we went through a process of trying to ascertain 
whether ethically, morally, this is an assignment you should be involved in.”
--Spokane appraiser John Evans in deposition, April 24, 2002

The city’s paper trail and the deposition testimony provide no indication that either 
Barrett or Evans were consulted during the garage purchase price negotiations 
that took place in late 1996. But both appraisers indicate they were aware that their 
reports were being misrepresented.

In a May 2000 interview, Evans told Camas he was “surprised” when he learned 
the city had released his report to Cowles and her agents and that they were using 
it before the city council “to support their case.” He was particularly disturbed that 
the bold type distinctions he and Auble put up front in the report - about how the 
investment value bore no relation to market value - were being glossed over.
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“I don’t know if the council read the thing,” he said. “It’s clear to me those terms 
and defi nitions are there for a reason; they should be fl ags.”

During appraiser Dan Barrett’s deposition last spring, he too was asked to vouch 
for his numbers. Cowles attorney Weatherhead questioned him about his “best case 
scenario” number, based on the Walker projections.

“My question,” Weatherhead asked, “is if you thought that Walker was nonsense, 
that its numbers were totally unachievable, that it was completely unreasonable, 
wouldn’t you have told the city that, instead of putting a best case number based 
on Walker in your report?”

“Essentially I did tell them that,” Barrett replied. “I put the other scenarios in.”

Yet Barrett had not objected in 1996 when his and the Auble report were being cited 
publicly as justifying an investment value approaching his best-case fi gure of $30.8 
million.

Was he ever tempted to come forward publicly to correct misunderstandings or 
public misrepresentation regarding his report?

“I thought about it a couple times,” he said in a Nov. 20, 2002 Camas interview. 
“But not to the point where I would want to act on it.”

Was this because the political forces behind the RPS project would have made such 
a decision professionally risky?

“No,” Barrett replied. “I think the reason was, they had the report, they had the 
analysis. It was all in front of them. They had people who were knowledgeable 
about putting real estate deals together, Orville Barnes being one of them.”

When Barrett arrived for that November 2002 Camas interview, he said he had 
notifi ed the city’s attorneys of the upcoming interview. According to Barrett, 
special counsel Laurel Siddoway told him she was “not in a position” to waive the 
city’s confi dentiality rights to his appraisal. Barrett interpreted her phone message 
to mean that he should not answer questions about the report. After Camas asked 
Barrett what confi dentiality rights the city was entitled to after giving his report to 
Cowles and her agents, Barrett agreed to answer questions. Siddoway declined to 
comment on her message to Barrett.
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“John Evans threw holy water on the Walker Report without doing independent 
analysis.”
--Cowles appraiser Derek Zimmer

From the moment RPS started to unravel there were indications that the appraisers 
involved were nervous about their roles. Derek Zimmer, the Cowles appraiser 
whose valuation design the city adopted, criticized the Evans/Auble report. In a 
Camas interview in May 2000, he indicated he had not read the Barrett appraisal 
but he was highly critical of the Evans/Auble reliance on the Walker numbers.

“Here’s the difference between my report and Evans’s,” Zimmer said. “John Evans 
threw holy water on the Walker report without doing independent analysis.”

What about the fl awed assumption Zimmer used in his own report, that a generous 
parking validation program would exist and not cut into garage revenues?

“My numbers,” Zimmer said, “were based on what I was told about how the 
garage was going to operate.”

“Told by whom?” Camas asked.

“I can’t say,” Zimmer replied.

Zimmer agreed to provide a copy of his still-confi dential report to Camas if Bob 
Robideaux would approve. Robideaux refused.

Zimmer contacted Camas by e-mail in December 2002 to complain, among other 
things, that the magazine had not been suffi ciently critical of the city’s appraisers 
for relying on the Walker numbers without adequately scrutinizing them. In our 
Secret Deal reporting, Zimmer wrote, Camas had allowed the appraisers “to 
pretend that they are not ‘big boys,’ that Johnny made me do it,”-an apparent 
reference to the appraisers explaining they had used the Walker numbers on strict 
instructions from their client, the city.

In response, we wrote Zimmer back seeking further comment. We especially 
wanted to fi nd out if Zimmer was aware that Betsy Cowles made reference to his 
appraisal in arguing for a $29.8 million price for the garage. Moreover, because 
Zimmer’s e-mail suggested that John Evans had departed from Appraisal Institute 
ethical rules in accepting the Walker numbers, Camas asked, “Why didn’t his peers 
call him on it?”
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Camas suggested a tape-recorded interview for the following day.

Zimmer quickly responded with a second e-mail message . “Forget any other 
comments,” he wrote. “Forget any other communication.”

After all was said and done, despite their misgivings, the city’s appraisers 
completed their assignments without marked protest. In early July 1996, their 
appraisal reports (the single Auble number and the “best case” Barrett number) 
provided an investment value for the garage at nearly double the “generous” $15 
million price fi rst approved by the city council.

A handwritten note by former city manager Bill Pupo, discovered by Camas, 
illuminates the developer’s push at that time for more money. It records the city’s 
negotiating position on July 25, 1996, two weeks after the city received the new 
appraisals. “$26m - 30m is where their [sic] @ for Purchase. We’re @ $20m & we 
could bld. for $13m; excludes land lease.”

Translation: by late July 1996 city offi cials had somehow been persuaded to stretch 
the purchase price for the garage to $20 million, even though they had concluded 
they could build it for $13 million.

Another key event in the city’s deliberations over what it should pay for the 
garage came the following month. In August 1996, says former city fi nance 
director Pete Fortin, the city council held an executive session meeting at the 
Spokane Intercollegiate Research and Technology Institute. At that meeting, 
Fortin says, he recommended that the city pay no more than $18 million for the 
Cowles garage. This was based on his reading of the Walker report and the city’s 
appraisals. Former city bond counsel Roy Koegen says he concurred with Fortin’s 
recommendation.

Obviously, the fi nal price fell in the range sought by the developer and not the 
$18-$20 million that the city’s top executives were trying to hold the line at. Pupo’s 
note will clearly be of interest to the Internal Revenue Service, which has now 
taken the position, based on other evidence, that the garage the city council agreed 
to let Betsy Cowles sell for $26 million was really only worth $15 million.

Both the Evans/Auble and Barrett reports were submitted to the city with the 
expectation that they would be confi dential. (As an understandable measure to 
allow the city to negotiate on a level playing fi eld with private parties, the state’s 
public records law allows the city to keep appraisal reports under wraps for up to 
three years, or until a sale is consummated.)
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Still, the developer somehow obtained the city’s appraisals. Dennis Beringer, the 
city’s former real estate manager, says he still doesn’t know how Cowles and 
her agents were able to do that. Beringer does remember having a discussion 
with RPS project manager Robideaux about exchanging appraisals as part of the 
negotiations. Beringer says he offered to swap the two city appraisals for the one 
RPS had commissioned from Derek Zimmer.

According to Beringer, “Robideaux said no. Wasn’t going to happen. He was not 
going to give me his appraisal. And he’d asked me if he could have mine, our 
appraisals, the city’s appraisals, and I told him probably not. Not if we’re not going 
to get his appraisal. And he said ‘Fine, I’ll just go above your head.’ And before I 
knew it, they had our appraisals.”

On October 17, 1996, Betsy Cowles appeared before the city council to argue that 
the three appraisals supported a garage purchase price of $29.8 million. In the end, 
she settled for $26 million. But as subsequent events would show, she didn’t intend 
to leave the $3.8 million difference on the table.

Continued...
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IRS GETS TOUGH ON RPS BONDS (FEB 20, 2003)
Paying the Landlord

CITING UNSPECIFIED “troubling facts” that have recently come to light in its 
investigation of the River Park Square garage transaction, the Internal Revenue 
Service announced yesterday a changed approach to settlement negotiations with 
the Spokane Downtown Foundation (SDF).

“Since the updated report was issued [April 4, 2002] we have engaged in settlement 
negotiations and had verbally agreed on a basic framework for settlement. There 
are now other diffi culties with the settlement process, because additional, more 
troubling, facts have come to our attention that may cause us to reconsider your 
previous settlement offer,” said the agency.

In a dramatic development, the service also said it is imposing a new settlement 
deadline.

“Due to the long delays related to attempts to keep our reports from being 
disseminated to the City we feel that we have to issue a deadline for settlement 
negotiations. After April 20, 2003 we will no longer discuss settlement via a closing 
agreement and will prepare the case for fi nal adverse action and taxation of 
bondholders.”

Formed in 1996 by lawyers affi liated with the RPS developer, SDF is the non-
profi t organization that issued the bonds. In 1998, $31.5 million of the tax-exempt 
securities were sold by the organization in order to buy the RPS garage from 
Cowles real estate companies for $26 million.

Derek Knight, a Denver-based supervisor with the IRS Tax Exempt and 
Government Entities Division, communicated the new, more aggressive IRS stance 
yesterday to the SDF and the City of Spokane.

In what is clearly an ominous signal to all parties involved in the bond 
controversy, Knight’s letter reports that because “various parties have continued 
initial misrepresentations” about the bond issue, IRS is considering additional 
investigation to determine whether “tax shelter promoter penalties are applicable 
to various participants.”

Knight’s letter was released late Wednesday by the mayor’s offi ce. In his letter, 
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Knight gives the city its fi rst formal notifi cation that the IRS has now determined 
that the city is itself eligible to receive taxpayer information related to the bond 
issue, including IRS investigation/tax determination reports, such as that recently 
ordered to be released by a federal district court judge.

Preston Gates & Ellis, the prestigious 120-year-old Seattle law fi rm that acted as 
bond counsel for the RPS bonds, had been trying to keep the IRS bond reports out 
of the city’s hands under a “highly confi dential” designation. Knight’s letter puts 
an end to those efforts.

THE END

To download Feb. 19, 2003 IRS letter to Spokane, click here.

To download entire April 2002 IRS report, click here.
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HALT! (FEB 28, 2003)
A prominent ex-investment banker urges the IRS to stop negotiating and 
commence a criminal investigation into the RPS bond issue

IN A FRANKLY WORDED LETTER, Pennsylvania attorney Mark D. Schwartz is 
asking the Internal Revenue Service to get serious about investigating the $31.5 
million bond issue that fi nanced the River Park Square garage.

“As a U.S. federal taxpayer, I request that the IRS immediately drop its 
participation in settlement talks pending a federal civil and criminal investigation 
of this entire matter,” Schwartz wrote in a February 20, 2003 letter. “What is more, 
the taxpayers of Spokane should not have to pay one cent in any settlement 
advocated or accepted by a local Mayor who has largely whitewashed this entire 
matter.”

Schwartz received a rough reception from the majority of the Spokane City Council 
four and a half years ago. The veteran bond attorney and investment banker 
had been invited by Spokane attorney Steve Eugster to make an RPS-related 
presentation to the council on August 31, 1998. In two tumultuous encounters 
with the council that day, the former Prudential Securities executive insisted, on 
the basis of his review of the RPS project, that the bonds sold to fi nance the $26 
million garage purchase did not qualify for federal tax exemption due to numerous 
violations of IRS rules. It was an unwelcome mention at a most unwelcome time. 
The council’s fi nal vote to approve the controversial RPS project took place just a 
month before.

“Tax-exempt fi nancing is a federal government subsidy,” explained Schwartz at the 
council’s evening meeting on August 31, 1998. “It’s for certain public projects. And 
basically this project is ineligible for tax-exempt fi nancing, because this garage is 
physically, fi nancially, and contractually tied to a commercial venture.”

That venture was the Cowles-owned RPS mall. It included the tenant arrangement 
with Nordstrom that put the supposedly “public” garage at the big retailer’s 
disposal.

Schwartz said at the August 1998 council meeting that he had been hired by 
Eugster’s Public Trust Advocates to fi le complaints with the IRS and SEC, asking 
them to investigate the bond sale. Those complaints were fi led two months earlier, 
he said, plunking on the podium what looked like six or seven pounds of spiral-
bound documents.
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Schwartz proceeded to inform the council of several questionable aspects of the 
bond underwriting. In doing so, he said, he was reminding them of their duty of 
disclosure, and potential liability, to prospective bond purchasers.

“That’s a risk,” he warned, “if some guy in the future representing a bondholder 
comes back here and is a little less polite than I am.”

In a blunt warning that now makes it look as though he was peering into a crystal 
ball, Schwartz said the garage deal exposed the city to the very lawsuit nightmare 
which has since transpired.

“I promise that, in terms of liability, that lawsuit will dwarf the kind of liability that 
you face as a result of Mission Springs.”

Schwartz was referring to a dispute with a developer in which the court ruled that 
city council members could be held personally liable for their actions. The matter is 
still unresolved. The developer currently is seeking $15 million in damages.

Mark Schwartz was thrust into the spotlight of the national business media in the 
1990s as a whistleblower when he exposed questionable practices, both in his own 
fi rm and the massive municipal bond industry.

He was serving as treasurer of Prudential Securities municipal political action 
committee when he called on the fi rm to halt its practice of pressuring employees 
to make political contributions in order to help the company win lucrative bond 
underwriting deals.

Before the decade of the ‘90s came to an end, Schwartz had appeared in the pages 
of The Wall Street Journal, Fortune Magazine, The Bond Buyer, The New York 
Times, and a host of other publications as one of the bond industry’s most famous 
whistleblowers. Most whistleblowers, however, don’t enjoy the $600,000 three-year 
compensation package Schwartz did at Prudential.

It was his reputation that led Eugster’s group to hire Schwartz. Schwartz says that 
the excesses of the RPS bond deal are among the most egregious he has seen in 
nearly 40 years of experience.

“This, when I looked into it, just from its basic premises from the beginning, it just 
had all of those attributes of a plane crash,” he told Camas in a recent interview.

Schwartz says he now wants the IRS to do its job, investigate the plane crash, and 
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hold the responsible parties accountable.

THE END

Click here for the complete text of Schwartz’s February 20, 2003 letter to the IRS.

Click here for a copy of Schwartz’s March 7, 2001 letter to Mayor John Powers, 
criticizing his handling of RPS.

Copyright (c) 2003 Camas Magazine
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CONFLICTING ACCOUNTS (MAR 13, 2003)
In a long-withheld 1996 letter, River Park Square agents told the federal 
government that a top Spokane accountant blessed the public/private 
partnership. Not so, the accountant himself says now.

IN THE SUMMER OF 1996, River Park Square developer Betsy Cowles was hard 
at work trying to land a $22.65 million federally guaranteed loan to help fi nance 
her project. On June 28 of that year, Duane Swinton, one of Cowles’s attorneys, and 
Bob Robideaux, her project manager, wrote a letter to the federal Department of 
Housing and Urban Development (HUD) in an effort to move the loan along.

“The terms of the proposed loan that are outlined in this letter have been discussed 
between the City of Spokane and the Developer and have been reviewed by an 
independent analyst-managing partner, Gordon Budke of the accounting fi rm of 
Coopers & Lybrand,” wrote the Cowles agents. “Both the City and its independent 
analyst fi nd the terms of the proposal acceptable.”

The letter also claimed that Budke’s “conclusion is that the HUD regulations set out 
in Appendix A to Section 570.209 have been satisfi ed.”

Camas obtained this letter, which is marked “Confi dential,” only recently in 
response to a Freedom of Information Act request the magazine made of HUD over 
a year ago.

Budke says the representations about him in the letter are incorrect.

“I’m not recalling any professional engagement to provide that service,” Budke 
told Camas yesterday.

If the 6/28/96 Swinton/Robideaux letter is accurate, it means Budke had already 
performed an important RPS service several months before Coopers & Lybrand 
was hired by the City of Spokane to conduct an independent review of very same 
project. That would raise important new questions about the independence of 
crucial reports provided the city by Coopers & Lybrand just before the pivotal 
January 27, 1997 city council vote on RPS.

The Budke involvement claimed by Swinton and Robideaux would also invite 
questions about why his assignment wasn’t disclosed by the RPS developer, 
the city, and Coopers & Lybrand itself before the big accounting fi rm took the 
important city assignment in December 1996.
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A different set of questions arises if Budke’s recollection is correct, that he didn’t do 
the work Swinton and Robideaux told HUD that he did. Those questions concern 
whether agents of the developer misled a federal agency in pursuit of a $22.65 
million publicly backed loan to build a private shopping center. Thus far, at least, 
Camas’s review of city and HUD documents offers no corroborating evidence that 
Budke performed any review for any party involved in the RPS loan transaction.

It’s an awkward time for such questions to surface. The Internal Revenue Service 
complained last month “that various parties” involved with the RPS project “have 
continued initial misrepresentations” about the circumstances surrounding the sale 
of $31.5 million in bonds to fi nance the mall’s garage. (See “IRS Gets Tough on RPS 
Bonds.”)

A Camas reporter read to Budke portions of the Swinton/Robideaux letter, 
describing Budke’s alleged work. He was then asked if that refreshed his memory.

“No, it really doesn’t, to be honest,” he replied.

Budke vaguely recalled once facilitating a meeting of Spokane accountants to 
give informal reactions to Swinton and Robideaux about an RPS presentation. In 
the course of that meeting, Budke said, he may have “looked at some numbers 
and provided some advice, but only on an informal basis.” He insisted he had no 
recollection of any formal engagement or the production of a report. Moreover, he 
explained, “I’m not an expert in HUD regulations.”

Swinton declined to answer any questions about Budke. Robideaux could not be 
reached.

When asked if he would give Swinton permission to release to Camas any report 
he may have done for the RPS developer, Budke said he would have to seek “legal 
counsel” before doing so. “I really don’t want to get involved.”

Budke retired from Coopers & Lybrand in 1997, he said, and is now a retired 
partner in the international Price Waterhouse Coopers accounting and fi nancial 
consulting fi rm that merged with Coopers & Lybrand in 1998.

In 1997 the San Francisco offi ce of Coopers & Lybrand was hired by the City of 
Spokane to provide two independent reports-on the garage transaction and the 
proposed HUD-backed loan for the Cowleses.

Budke addressed his relationship to these reports when he testifi ed before the 
Spokane City Council on March 13, 2000. The council was then considering 
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whether to loan $450,000 of city parking meter money to the failing garage. Budke 
testifi ed in favor of making the loan. He prefaced his testimony by assuring 
the council he had “separated” himself from the review “for professional and 
independence reasons” and that he “had nothing to do with that.”

When asked about his March 2000 testimony, Budke said his distancing himself 
from the Coopers & Lybrand work for the city had nothing to do with a prior 
professional arrangement with the RPS developer. Rather, he said, there was a 
sense he and others at Coopers & Lybrand shared that, for credibility reasons, the 
analysis needed to be performed by reviewers based outside of Spokane. Budke 
also acknowledged that his “high community image,” plus civic connections with 
Stacey Cowles and Robideaux, would have raised questions about his objectivity.

Among his civic credits: Budke is a former chairman of the Spokane Area Economic 
Development Council, former president of the Momentum civic group, and a 
columnist with the Cowles-owned Journal of Business. In October 1995 he joined 
the board of the Downtown Spokane Partnership, which, among other things, 
oversees downtown parking validation programs that affect parking subsidies at 
the RPS garage. Budke is currently vice-chair of the Eastern Washington University 
Board of Trustees.

END

To download the June 28, 1996 Swinton/Robideaux letter to HUD, click here.
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RPS 101 (MAR 18, 2003)
A Brief Overview of River Park Square and the Camas Investigation

INTRODUCTION

The River Park Square public/private partnership dates back to early 1995, when 
agents for Cowles family real estate companies requested the city’s help to expand 
their mall in downtown Spokane. Ultimately, the city helped the Cowleses in three 
separate but related ways:

1) Spokane brokered a low-interest $22.65 million loan to Cowles real estate 
companies. This was backed by future federal funds Spokane expects to receive 
from HUD-about $5 million per year in Community Development Block Grant 
funds, which support the neediest neighborhoods and charitable services. 
The loaned money was used to build a new Nordstrom store and renovate the 
adjoining mall. Included with the loan was a $1 million federal grant.

2) In January 1997, Spokane pledged to fi nancially support an arrangement to 
buy the Cowles parking garage. A nonprofi t corporation was created by Cowles 
lawyers to buy the garage “on behalf of the city” for $26 million. The money for 
the purchase came from the sale of $31.5 million in tax-exempt bonds issued by 
the non-profi t corporation, the Spokane Downtown Foundation. At the time, 
the market value of the expanded garage was estimated by city appraisers and 
consultants at between $9 million and $15 million. The Cowles family retained 
ownership of the land beneath the garage.

3) In conjunction with the sale of the garage, Cowles negotiators secured a long-
term land lease that requires annual rent payments averaging about $900,000 a year 
for 20 years. In addition to the land rent payments, the ground lease also requires 
operations and maintenance costs of the garage be funded out of garage revenues. 
Under terms of the January 1997 ordinance, the city was supposed to guarantee 
the payments of land rent and operations and maintenance by pledging to “loan” 
money from its parking meter revenues if necessary. Not including parking meter 
collections costs, the city guarantee is worth approximately $40 million over the life 
of the lease. State courts have twice ordered the city to begin making the loans. The 
city is appealing the latest decision arguing, among other things, that the “loan” 
pledge has been misinterpreted.
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CITY LOANS COWLESES $22.65 MILLION
Public and even some legislators kept in the dark

Since its inception in the 1970s, HUD’s “Section 108 program” has enabled 
fi nancing for private projects in low-income urban areas that would otherwise not 
be commercially viable for private development.

As with similar projects in Seattle and other cities, the HUD-backed $22.65 million 
loan for River Park Square and the accompanying $1 million federal grant were 
controversial from the start. The national policy rationale behind the Section 
108 program is the creation of permanent jobs in low-income areas with high 
unemployment. But HUD 108 projects like River Park Square have been criticized 
by Forbes Magazine and other critics as “corporate welfare” for developers and 
upscale retailers like Nordstrom. At the time the $22.65 million loan was awarded 
to Spokane for RPS, it was the greatest sum allowable to Spokane under the 
program.

Cowles negotiators consistently refused to put up the private loan security 
recommended by HUD guidelines. Although HUD knew of the Cowles refusal to 
fully secure the loan, this “collateral crisis” was kept from the public. Moreover, 
despite the RPS developer’s repeated refusal to fully collateralize the loan, HUD 
and the city went ahead with the loan anyway.

Two members of the seven-member Spokane City Council (including then-mayor 
John Talbott) say they were kept in the dark by both the city and HUD offi cials. 
City documents obtained in the Camas investigation reveal the circumstances 
behind a convoluted, 11th-hour agreement (known as the “Cowles Publishing 
Guaranty”) that actually committed the city to “fi ll” the collateral gap with future 
federal block grant funds -- in place of Cowles assets. (See”Inside Job.”)

Moreover, videotapes of council meetings in 1998 clearly show that council 
members, including Talbott, were given false information about how the guaranty 
would work by then-city councilman Orville Barnes and then-assistant city 
attorney Stan Schwartz. Those offi cials told the council that the Cowles guaranty 
would protect the city’s future block grant money. In fact, the guaranty actually 
requires that all the city’s available community development block grant money be 
exhausted before Cowles Publishing Company assets can be tapped to repay the 
loan.

In 1998, the city council was provided a “worst case” analysis showing that, at 
most, Spokane would lose less than $15,000 in future block grant money if the 
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mall did not perform according to projections. That estimation proved to be wildly 
off-base. Internal city documents obtained last year by Camas (see “The Other 
Nightmare on Post Street”) forecast a looming shortfall of between $6 million and 
$13.6 million.

In two “preliminary determination” letters, the U.S. Internal Revenue Service has 
taken the position that the River Park Square garage transaction violates federal 
tax rules because, among other things, RPS anchor tenant Nordstrom has too much 
control over parking operations. Fixing that problem by removing Nordstrom 
control could, however, add considerably to the looming shortfall described above. 
The reason is that under terms of the Nordstrom lease the annual Nordstrom base 
rent payments (the main source of pledged RPS revenue for repaying the HUD 
loan) would fall from $1.3 million a year to only $520,000 a year if the garage is not 
managed according to requirements stipulated by Nordstrom.

COWLESES SELL PARKING GARAGE FOR $26 MILLION

Documents uncovered in the Camas investigation show that the city was fi rst 
informed by a Cowles lawyer in June 1995 that Spokane could acquire the 
expanded River Park Square garage for approximately $12 million. The same 
memo suggested the city would be asked to pay annual land rent payments 
starting between $320,000 and $350,000 per year. When the city council fi nally 
approved the transaction in January 1997, the cost of the garage had swollen to $26 
million with garage land rents beginning at $765,000 a year.

Although the $26 million purchase price was a negotiated sum, Cowles agents, 
city offi cials and others contend it is based on formal appraisals commissioned by 
the city. Yet, these appraisals were highly irregular. At the request of RPS agents 
the city’s contract appraisers were instructed to use a rare and controversial 
“investment value” technique (see “Hocus Pocus”). These instructions were 
opposed by, among others, the city’s real estate manager. Moreover, the income 
projections on which the appraisals were based turned out to be grossly infl ated-
-projecting more than $4 million a year in revenues when, in reality, garage 
revenues are barely reaching $2 million a year.

The main connection between the $22.65 million HUD-backed loan and the garage 
transaction is through the Cowles ownership of the land beneath the garage. Under 
terms of the loan documents, the Cowles family carefully limited its repayment and 
collateral obligations. One of only three revenue sources for the loan repayment 
is a dedicated portion (41%) of the garage land rent payments. If, as has proven to 
be the case, revenues at the garage were insuffi cient to make the garage ground 
rent payments to the Cowleses, the city was supposed to “loan” parking meter 
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funds (and, if necessarily, other “legally available” funds as well) to make up the 
difference. According to the city bond counsel who approved the deal, those other 
funds include the city’s general fund.

The fi nancial crisis at the new River Park Square garage began almost immediately 
after it opened in late 1999. Garage revenues have not even been adequate to pay 
debt service on the bonds sold to fi nance the $26 million garage purchase. By early 
2003, the garage was more than $7 million in debt.

Camas estimates that the hidden subsidies to Cowles real estate companies are at 
least $25 million. These subsidies come from an infl ated garage purchase price and 
an obligation (backed by city parking meter money) to make infl ated ground rent 
payments to the Cowleses. The project’s irregular appraisals create the basis of 
those overpayments.

LAWSUITS ABOUND

In April 2000, the Spokane City Council rejected a request to make the fi rst of 
several six-fi gure loans to cover the faltering garage’s operating expenses and 
ground rent. The previous council had promised the funds would be forthcoming. 
Since 2000, though, the city has disputed its obligation to make loans to the garage 
arguing, among other things, that there is no hope the loans could ever be repaid. 
Thus far, lower courts have ruled the city should pay up; as of March 2003, the 
city’s appeal is awaiting a ruling from the state supreme court.

The fi nancial collapse of the River Park Square garage has led to a variety of 
other lawsuits in state and federal court. The highest profi le of these is the 
federal securities fraud case fi led in April 2001. Garage bondholders accuse 
the city, Cowles real estate companies, and other parties of withholding and 
misrepresenting information about the risks of the transaction.

Another suit that has drawn national attention is the charge by the developer that 
four present and former city council members illegally interfered with Cowles 
business practices by, among other things, making “defamatory” public statements 
about the developer’s involvement in the RPS transactions. The main reason 
this case has drawn national attention is because of the Cowles family’s unusual 
collection of media holdings in the Spokane area. In addition to The Spokesman-
Review newspaper, the family owns KHQ, the city’s NBC affi liate, the weekly 
Journal of Business, and a recently launched regional home and garden magazine.

In June 2001, Camas Magazine fi led its own lawsuit against the City of Spokane, 
alleging the city repeatedly violated the state’s open public records law by 
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withholding hundreds of requested River Park Square documents from a Camas 
reporter. The suit is pending.

Although it has yet to result in a formal, legal action, the U.S. Internal Revenue 
Service has issued two “preliminary” reports asserting that the River Park Square 
garage transaction violated numerous provisions of federal tax law, primarily 
by extending excessive private benefi ts to Nordstrom and the River Park Square 
developer. In a February 2003 letter to the Spokane Downtown Foundation and the 
city, the IRS indicated it was broadening its investigation in response to continued 
“misrepresentations” by “various parties” involved in the garage transaction. (See 
“IRS Gets Tough on RPS Bonds.”)

THE END

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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UNWELCOME SURPRISE (APRIL 2, 2003)
Looming shortfall on RPS loan coming sooner than council was told

Documents recently obtained by Camas Magazine indicate that, as early as August, 
the city will fall short in repaying a federal loan that was central to fi nancing River 
Park Square. If this new trend holds, it means approximately $50,000 of Spokane’s 
federal community development block grant (CDBG) funds will be diverted this 
year just to begin covering the repayment shortfalls.

The long-term outlook is much worse. The lost $50,000 in 2003 will be unpleasant. 
But it would only be a small fraction of block grant losses that loom over the next 
15 years. When the controversial loan was approved fi ve years ago, most city 
offi cials and RPS supporters were confi dent such losses would never materialize .

All told, the city’s most recent forecast shows projected losses are likely to range 
between $6 million and $13.6 million. Barring an unforeseen solution, the federal 
Department of Housing and Urban Development (HUD) will intervene to remove 
the money from Spokane’s CDBG allotments. These are federal funds that are 
otherwise earmarked to assist citizens in Spokane’s most economically distressed 
neighborhoods.

The last time there was any public discussion of the loan and its problematic future 
was in May 2001. At that time, numbers Adolfae presented to the council and local 
reporters indicated the city would squeak by in its August 2003 payment to HUD 
note holders with a $16,000 margin, postponing the shortfall to August 2004 at the 
earliest. If this slim balance were to hold, it would be easier to keep the sensitive 
issue below the radar during this year’s important city election campaigns for 
mayor and city council president. But this hoped-for $16,000 margin has now 
vanished from the projection, a casualty of low interest rates.

Adolfae’s 2001 projections assumed that the loan repayment fund would earn 
fi ve percent interest. But, according to city accountant Ed Bowers, the actual 
interest rates on the fund “have averaged less than two percent.” The result, 
Bowers confi rmed last week, is that the debt repayment fund has been earning 
approximately $25,000 less per year than the city projected. And that’s why the city 
is now looking at the approximate $50,000 shortfall come August.
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Former Mayor Tarred for Protesting Ill-Fated Loan

When John Talbott ran for mayor in 1997, he led ranks of critics who warned that 
the HUD loan terms were too dangerous, that they unnecessarily put Spokane’s 
block grant funds at risk. Even though confi dential memos prepared by the city’s 
own legal staff corroborated Talbott’s concerns, the moment the new mayor took 
offi ce in 1998 he was confronted with a buzz saw of criticism and condemnation. 
The council majority twice voted against him in approving the loan. The Cowles-
owned Spokesman-Review newspaper published two columns branding Talbott a 
“civic terrorist” for “blowing smoke” with his warnings about the risks to the city’s 
block grant money. The Cowles family also owns River Park Square.

One of the two S-R columns was based, in large part, on a 1998 “worst case” 
scenario Adolfae presented to the city council in March of that year. At that time 
he estimated that the city’s risk was less than $15,000, and it would not occur - if at 
all - until 2016. In later interviews with Camas, Adolfae said that the terms of his 
misleading 1998 analysis had been dictated to him by the pro-RPS council majority. 
Moreover, Adolfae defended Talbott against the newspaper’s withering criticism, 
telling Camas that Talbott had “certainly raised some legitimate issues.”

Talbott’s critics still point out that the magnitude of the looming shortfall on the 
HUD loan and the quickened pace by which it is approaching are mostly due to the 
city’s refusal to make “loans” it pledged to shore up the failing River Park Square 
garage. The way the convoluted RPS fi nancial scheme works, a portion of that 
money would be routed back by the RPS developer to help repay the HUD loan for 
the mall. Talbott opposed making these loans when he was mayor, and it is one of 
the few RPS positions shared by his successor, John Powers.

The city’s current projections also expose perhaps the most unpalatable risk of the 
byzantine RPS transaction. Because of the deal’s structure, even if the city is legally 
obligated to loan its parking meter money so the garage can cover obligations to 
the RPS developer, and even if the developer then pays back the city the allotted 
portion, the city might still lose a half million dollars a year of its HUD block grant 
money through 2018. In other words, unless Nordstrom sales turn around, the city 
will likely forfeit at least $6 million in future block grant funds. Yet, in the heated 
argument over the city’s parking meter revenues, this rapidly approaching pitfall 
has been largely overlooked.

In response to a recent Camas public records request, the city says that staff has 
generated no internal reports to the city council, the mayor, or the community 
development advisory committee concerning the looming $50,000 August shortfall. 
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Neither have any proposals been generated regarding what, if anything, can be 
done about it.

Avoiding Default Unlikely

There are three unlikely scenarios by which this year’s shortfall might be avoided.

1) The Nordstrom Solution

This year’s loan payment could be made if anchor tenant Nordstrom posted record 
2002 sales at its new downtown store. The Nordstrom rent is the main repayment 
source for the HUD loan. The store’s rent is structured so that it pays increased 
percentages on sales over $40 million. Nordstrom isn’t required to report until 
May whether it is going to make percentage rent payments, but the store has yet to 
exceed $40 million in annual sales at its new RPS address. It would need 2002 gross 
sales of at least $42 million to pay enough rent to avoid the projected shortfall. In 
the post 9/11 economy, such performance would be impressive. It would also offer 
renewed hope that, as time goes on, Nordstrom rent rather than city block grant 
money will be used to repay the RPS loan.

2) Winning by Losing

Ironically, another scenario by which the city could avoid the HUD loan shortfall 
this year is if it were to quickly lose, or capitulate in, the legal battle over the 
parking meter “loans” that both Talbott and Powers have opposed. If the parking 
meter funds become available to repay the HUD loan, it would delay the block 
grant losses by three years and reduce the overall liability. What it comes down to 
is a classic Catch 22. If the city decides, or is ultimately forced in court, to make the 
“loans,” a substantial portion of that money (averaging more than $350,000 a year) 
would come right back to the city. But if the city “wins” this particular legal battle, 
then that money won’t come back to the city, and therefore won’t repay the HUD 
loan. The city stands to lose much more of its block grant money if it wins the legal 
battle.

3) Federal Lawsuit Resolution

A third scenario would be a fi nal settlement to the RPS securities fraud suit 
that would also resolve the state court case. Powers has said he is committed 
to resolving the problems with the HUD loan repayments as part of an overall, 
mediated solution to the federal case in which both the city and Cowles real 
estate companies are named defendants. It is plausible if not likely that deep-
pocketed third parties (such as Prudential Securities, the garage bond underwriter) 
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would be tapped in a way that might reduce the liability of the city and the RPS 
developer. But such help from a third party seems far less likely to solve the HUD 
loan defi cits, because only the city and Cowles real estate companies are directly 
involved. In other words, as things stand now, the money can only come from 
either the city’s CDBG funds or an offer by the Cowles family to cover shortfalls.

THE END

Camas articles are researched, written and edited by the Camas team: Tim Connor, Larry 
Shook and Judy Laddon.
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SCRAM (APRIL 26, 2003)
Camas Reporters Ejected From Convention Center Meeting

Questions about “shadow government” raised by loophole in state’s Open 
Meetings Act.

On the table: $70 million in public funds.

CAMAS REPORTERS WERE EVICTED yesterday from a “leadership team” 
meeting of public offi cials at which sensitive details of the controversial convention 
center expansion project were to be discussed.

“I wish you could be here, but you can’t. This isn’t an open meeting,” county 
commissioner Kate McCaslin informed reporters Tim Connor and Larry Shook. “If 
it’s open, I leave.”

The topic of discussion, Ms. McCaslin said, was details of the interlocal agreements 
that will bind the city and county of Spokane, the new SpokaneValley city, and the 
Spokane Public Facilities District (PFD).

Washington’s Open Meetings Act allows governing bodies to discuss certain 
matters behind closed doors. Interlocal agreements isn’t one of those subjects. 
However, as county attorney Jim Emacio frankly informed the Camas reporters at 
the meeting, attendance was specifi cally structured so that no majority of any of the 
involved governing bodies would be present. That, explained Mr. Emacio, made 
exclusion of the press legitimate.

As the convention center project is presently conceived, some $70 million in bonds 
are to be sold by the PFD. Repayment of those bonds will be partially secured 
by a complex set of city and county guarantees of sales and property taxes. The 
interlocal agreements are the project’s backbone, because they will defi ne how 
bondholders are to be repaid should convention center revenues prove inadequate.

Once thought to be a sure thing, expansion of the convention center was tumbled 
into uncertainty last December when founding PFD board member Carl Lind left 
the PFD in protest. Lind lacked faith in the project’s fi nancial projections. He also 
complained that PFD board members were hiding important information about the 
project by conducting meetings like the one the Camas reporters were kicked out 
of.

Such information shouldn’t be secret, said Mr. Lind, who feared that a fi nancial 
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disaster would result. With the federal securities fraud litigation of River Park 
Square in mind, he predicted a similar “train wreck.” Saying he wouldn’t be 
responsible, Mr. Lind quit.

Soon afterward the convention center project bogged down. Spokane county 
refused to issue $96 million in bonds in early winter. The project has been 
repeatedly sent back to the drawing board. Three weeks ago, at a Spokane 
city council briefi ng, Spokane Mayor John Powers and others expressed a new 
optimism that the latest restructuring was going to work. But progress was delayed 
when the PFD had to enlist a new bond counsel, because its former bond fi rm--
Preston Gates & Ellis--had a confl ict. (The big Seattle law fi rm also represents the 
Spokane Valley.)

The frustration and confusion of the present impasse was evident at last Monday’s 
Spokane city council briefi ng session. Noting that the city had advertised a public 
hearing on the matter for that evening’s session, council president Rob Higgins 
was clearly exasperated that legal documents were not ready. Mr. Higgins was 
particularly concerned that the council would get blamed for a setback that city 
offi cials had no control over: the PFD’s bond counsel change. An editorial in 
Friday’s Spokesman-Review, chastising the city council and quoting Mr. Higgins 
out of context, confi rmed the council president’s fear.

“I think that’s backwards.”

Public testimony at Monday’s council meeting included strong warnings from two 
veterans of the convention center deliberations. They warned that the participating 
governments were moving too fast and that the Spokane council was being asked 
to sign off on a plan before key issues involving the convention center’s cost and 
quality were addressed.

“Are you acting prudently and in the public interest?” asked David Brubaker, 
who served as a consultant to the Doubletree Hotel on the convention center 
project from 1996 to 2001. “You’ve been told that those details [regarding site 
and construction costs] will be given to you after your last opportunity to do due 
diligence on these local agreements. I think that’s backwards.”

Mr. Brubaker was followed by Spokane developer John Stone who, among other 
things, shared Mr. Brubaker’s opinion that the project was being done “backward.” 
Mr. Stone was concerned that “we don’t end up with another River Park Square 
problem.”

Since last December, three members of the Spokane city council--Cherie Rodgers, 
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Steve Corker, and Steve Eugster--have joined Mr. Lind, the former PFD board 
member, in publicly condemning the secrecy surrounding the convention center’s 
negotiations.

Mr. Corker has repeatedly requested full meetings of the city council, the county 
commission and the PFD in order to openly examine the project’s details.

“Bill Williams [PFD board chairman], and the mayor have refused,” said Mr. 
Corker. “[County Commissioner John] Roskelley wanted to do that, but he fi nally 
gave up because [Commissioner] McCaslin and [Commissioner Phil] Harris 
refused.”

Mr. Corker fears that the same devil hidden in the details of the RPS project also 
lurks in the shadow of the convention center expansion. “I’ve heard lawyers say, 
‘Make sure you’re representing the bondholders when these bonds are issued, 
because you’ll make millions.’ “

In a March 23, 2003 interview with Camas, Commissioner McCaslin expressed the 
desire for public openness in the convention center dealings. Sources familiar with 
other leadership meetings say Ms. McCaslin has aggressively confronted Spokane 
mayor John Powers over the way the convention center project has proceeded.

“There’s no secrets, people can look at what they want, they can ask me any 
question, I’m going to answer it directly and honestly, and that’s the way it ought 
to be,” Ms. McCaslin told Camas.

That assurance, though, was clearly at odds with what happened Friday. Ms. 
McCaslin threatened to leave if the reporters stayed. On Thursday, city attorney 
Mike Connelly told Camas that Friday’s meeting was indeed not open to the public 
for the same reason later cited by Mr. Emacio. (Mr. Connelly chairs the state’s 
public disclosure commission.)

New PFD board member Erik Skaags indicated to Camas that leadership meetings 
were structured to prevent the public from sitting in on the discussions. He said 
there was a reason that only two PFD board members--Bill Williams and attorney 
Shaun Cross--were present at these sessions.

“I’m not allowed to attend [leadership meetings],” Mr. Skaggs said, “and I’ve been 
told that I’m not allowed to attend, because then you would have three PFD board 
members together at one site, and that would constitute a majority.”
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In other words, the meeting would have to be open to the public because a quorum 
of a formal “governing body” would exist, said Mr Skaags.

Mr. Skaags said he thought Friday’s meeting should be open, because it didn’t 
concern personnel, litigation, or real estate acquisition, the only topics that can 
legally be discussed behind the closed doors of a “governing body” executive 
session under the state’s Open Meetings Act.

David Blair-Loy, the Center for Justice attorney who represents Camas in the 
magazine’s efforts to obtain access to public records and public meetings, said he 
was disturbed to learn about the eviction. In his view, the action did not appear to 
violate the letter of the law, but it did violate the intent.

Despite the Washington state supreme court’s general view that the open meetings 
law is designed to allow the public “to view the decision-making process at all 
stages,” Mr. Blair-Loy said, “the letter of the Act apparently applies only when a 
‘majority’ of a ‘governing body’ of a ‘public agency’ meets.”

In written commentary Mr. Blair-Loy criticized the decision to close Friday’s 
meeting, saying it created the specter of a “shadow government” where offi cials 
meet in secret to hammer out agreements and “then hold stage-managed public 
meetings” to enact them.

In addition to the county’s Ms. McCaslin and Mr. Emacio and the PFD’s Mr. 
Williams and Mr. Cross, among those who also attended Friday’s meeting were 
Mayor Powers, city attorney Jim Richman, city staffer and PFD executive director 
Kevin Twohig, county bond counsel Jared Black, Spokane Valley councilman Gary 
Schimmels, Preston Gates & Ellis attorney Mike Ormsby as bond counsel to the 
Valley, new PFD bond counsel Hugh Spitzer of Seattle, and attorney Stan Schwartz, 
who represents both the Valley and PFD.

Mr. Williams, Mr. Emacio, and Mr. Twohig all joined Ms. McCaslin in ordering 
Camas reporters to leave.

When Mayor Powers arrived he seemed upset to fi nd placed before every chair 
Friday’s Spokesman-Review editorial blasting the city’s delays in the convention 
center project.

Mr. Powers walked around scooping up the editorials and depositing them at the 
end of the conference table.
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“Can we get the collateral material off the table?” he said. “This is about business, 
not politics.”

“Kevin put them there,” someone said.

THE END

To read David Blair-Loy’s commentary, click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, 
Larry Shook and Judy Laddon.
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IRS FOLLOWUP (APRIL 29, 2003)
IRS Eases Deadline on RPS Garage Bond Dispute

The U.S. Internal Revenue Service is allowing a few more weeks for negotiations 
in its efforts to resolve the tax dispute over the $31.5 million in River Park Square 
garage bonds. IRS offi cials won’t comment on the negotiations. In response to a 
recent query, however, city special counsel Laurel Siddoway informed Camas that 
Bill Cronin, a Seattle lawyer involved in the IRS negotiations, has advised the city 
that the IRS has extended its deadline to May 20th.

Neither Mr. Cronin nor Paul Raskin, a partner in the Corr Cronin law fi rm who 
has also worked on the matter, responded to questions posed in telephone and 
electronic mail messages. Corr Cronin represents Preston Gates & Ellis, the large 
Seattle-based law fi rm that served as bond counsel to the small Spokane non-profi t 
corporation that issued the bonds.

As reported by Camas in February, (see “IRS Gets Tough”) the dispute is whether 
the Spokane non-profi t-the Spokane Downtown Foundation (SDF)-was in error 
when, under guidance from Preston Gates & Ellis, it offered the garage bonds as 
tax exempt securities. In two “preliminary” rulings based on its investigation of 
the highly complex garage fi nancial scheme, the IRS has found that the bond issue 
violated multiple provisions of federal tax law.

The resolution sought by the IRS, called a “closing agreement,” involves several 
parties to the RPS transaction. The agreement would allow IRS to recover the taxes 
owed on the bond interest payments without having to take the tedious step of 
collecting from hundreds of individual bondholders. In most such cases, the bond 
issuer or its bond counsel has an incentive to reach an agreement with IRS to avoid 
lawsuits from bond buyers. In a strongly worded February 19, 2003 letter, IRS said 
it would no longer discuss such a settlement after April 20th.

Ray Clary, a Spokane attorney representing SDF, told Camas that, to his 
knowledge, “there has not been a resolution” to the tax dispute. Mr. Clary says that 
although his fi rm’s services do not include negotiating with IRS, he would expect 
to learn if a closing agreement had been reached.

Clary referred to Boston-based tax attorney Neal Arkuss who, Mr. Clary says, has 
been working with Preston Gates & Ellis on behalf of SDF in an attempt to resolve 
the tax issues. Mr. Arkuss was unavailable for comment. Drew Kintzinger, the 
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lawyer handling the matter for Preston Gates & Ellis, did not respond to telephone 
and electronic mail messages.

An important question raised by the tough language in the February 19, 2003 IRS 
letter is whether the agency’s inquiry into the bond issue had gone beyond efforts 
to recover taxes owed on the bonds’ interest. The letter specifi cally noted that the 
IRS was looking into whether “various participants” in the RPS bond transaction 
may be subject to civil penalties for illegally promoting a tax shelter. There is also 
the possibility that the IRS could pursue criminal tax fraud charges against one or 
more individuals. According to an IRS source, a closing agreement like the one IRS 
is now pursuing would not “generally” preclude the agency from seeking further 
civil or criminal sanctions if they are warranted.

In the past few years, IRS has increased its investigation of tax fraud and been 
willing to take on high-profi le cases as a deterrent to potential tax cheaters. Earlier 
this month, Nancy Jardini, the deputy chief of criminal investigations for IRS, was 
quoted by the Los Angeles Times saying the agency had recently “re-focused” to 
more vigorously pursue such cases. Whether River Park Square will be one of those 
cases remains to be seen.

THE END

Camas articles are researched, written and edited by the Camas team: Tim Connor, 
Larry Shook and Judy Laddon.



Camas Archive  —457—

CITY RELEASES “CONFIDENTIAL” BETSY COWLES MEMO  
(APRIL 30, 2003)
Early Cowles family collateral decision was never revealed to public.

THE FIRST COWLES FAMILY “ground rule” for the River Park Square 
redevelopment was an understanding that, come what may, the assets of the 
family’s publishing company were not to be risked.

This revelation, and other new insights into the state of Cowles family thinking 
about the controversial project, is contained in a February 1, 1996 “confi dential 
memo” delivered to Camas earlier today. The document was provided by the city’s 
special counsel, Laurel Siddoway, who was responding to a public records request 
fi led earlier this month.

Ms. Cowles’s memo is addressed to her uncle Jim Cowles, her brother Stacey 
Cowles, and Mike Nielsen, treasurer of Cowles Publishing Company.

Although several details of the River Park Square project changed after February 
1996, the memo reveals new details about the Cowles fi nancial position at the time. 
The ground rule against using Cowles Publishing Company assets clearly led to a 
crisis in negotiations with the city. At issue was the public/private partnership that, 
in the end, enlisted tens of millions of dollars in public subsidies to redevelop the 
family’s downtown real estate. The crisis in negotiations was hidden from public 
view by the city and the Cowles themselves for years.

The memo supplies documentation of a little-understood Cowles family position. 
Although the family borrowed $22.65 million from the city (which borrowed that 
amount through a Dept. of Housing and Urban Development-HUD-loan program), 
the Cowleses refused to guarantee repayment.

Contrary to federal guidelines, the Cowleses wouldn’t secure the loan with a 
recommended letter of credit that would have eliminated the city’s risk. The public 
was kept in the dark about this matter. The city fi nally agreed that it would pledge 
millions of its future federal block grant funds to help the Cowleses meet the 
collateral requirements necessary to win federal approval. In the rare circumstance 
that the city’s pledge of its grant funds would not satisfy federal collateral 
requirements, Cowles negotiators fi nally did agree to a very limited pledge of 
Cowles Publishing Company assets. This pledge--the so-called Cowles Publishing 
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Company guaranty--came with the specifi c condition that Cowles assets would 
only be touched if all the city’s annual federal block grant funds from HUD had 
been used to pay HUD note holders. The net result is that the city has less Cowles 
assets it can liquidate if the loan defaults. That default could begin as early as this 
August.

In state legal fi lings, Camas has alleged that the city illegally withheld public 
records regarding the city’s efforts to increase Cowles collateral. Camas has also 
reported that the Spokesman-Review--the Cowles-owned newspaper--chose not to 
run stories about a leaked city memo describing the city’s frustration in trying to 
secure additional collateral from Cowles negotiators. That memo was eventually 
obtained by The Wall Street Journal, which cited it in a January 1999 article.

One goal in Ms. Cowles’s February 1, 1996 memo that later changed was the 
“need” to obtain a “market price” from the city for the existing RPS garage.

“We have not yet set a purchase price with the city,” Ms. Cowles wrote about 
the garage, “but we will need about $5 million after tax to go back into the mall 
portion of the project.” As Camas has reported, the garage eventually sold at 
an “investment value” price that was at least $11 million above the estimated 
“market” price.

In providing the document to Camas, Ms. Siddoway explained that it had been 
released of its confi dentiality designation by Ladd Leavens, a Seattle attorney who 
represents two Cowles real estate companies named as defendants in the federal 
securities fraud case. The document is marked as an exhibit to the November 2002 
deposition of RPS project manager Bob Robideaux. Ms. Siddoway’s letter indicates 
the memo was also used in last week’s deposition of Betsy Cowles.

END

To download the memo, click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, 
Larry Shook and Judy Laddon.
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HUD SHOWDOWN (MAY 2, 2003)
RPS Developer Blasts City for Upcoming Loan Default

IN A SHARPLY WORDED LETTER hand-delivered to city council members late 
yesterday, the River Park Square developer blamed the city for an impending 
default on the federally backed loan that serves as one of the project’s fi nancial 
cornerstones.

Steven R. Rector, treasurer and chief fi nancial offi cer for the Cowles-owned 
shopping center, said that if the city had loaned parking meter funds, as promised, 
to cover shortfalls at the RPS garage, the crisis could have been avoided.

At issue is an expected August shortfall of $60,000 in the city’s repayment of the 
$22.65 million loan from the Dept. of Housing and Urban Development. The city in 
turn loaned that amount to the Cowles family to help them redevelop RPS.

Because of the shortfall, the city’s community development block grant funds will 
be tapped to make up the difference.

Addressing Mike Adolfae, the city’s community development director, Mr. Rector 
asked that the Cowles side of the story be represented in a city council presentation 
Mr. Adolfae will make next Monday night.

It’s an awkward situation.

On the one hand, city documents released via a court order just last year show that 
Cowles negotiators repeatedly rebuffed the city’s efforts to persuade the family 
to fully guaranty the loan and provide additional sources of revenue to assure its 
repayment. When former mayor John Talbott and councilwoman Cherie Rodgers 
raised questions about the adequacy of the Cowles loan security, other city leaders 
clearly misled them with assurances that Cowles assets would protect the city’s 
block grant funds. They don’t.

On the other hand, Mr. Rector clearly has a point that the impending default could 
at least be postponed if the city were to “loan” its parking meter funds to the RPS 
garage. Among other things, the garage owes about $2.5 million in back “ground 
rent,” to Cowles real estate companies. A large portion of that rent was designated 
to be paid back to the city to help cover the RPS HUD loan obligations.
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The garage loan impasse isn’t the only problem, though. Because of poorer than 
expected receipts at the new downtown Nordstrom store, the city’s long-term 
forecasts show that even if the city were to make the parking meter loans, there 
would still be a multimillion loan repayment shortfall requiring the city to tap its 
block grant funds.

The city is currently appealing a superior court decision ordering it to make the 
loans from its parking meter funds.

The federal Internal Revenue Service has provided a much different view of 
the transaction than the one expressed in Mr. Rector’s letter. In its most recent 
“preliminary” RPS report , the IRS fi nds that the garage bond fi nancing violated 
provisions of federal tax laws designed to limit private profi t-taking from public 
projects.

THE END

Click here to download Mr. Rector’s letter.

Camas articles are researched, written and edited by the Camas team: Tim Connor, Larry 
Shook and Judy Laddon.
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‘A FULL CONTACT SPORT’ (MAY 5, 2003)
Does A Letter From The Mayor’s Lawyer Signal New Hostilities Over RPS?

THE RINGING OF COLD STEEL echoed deep inside city hall Friday afternoon. 
The city’s special counsel was crossing swords with the River Park Square 
developer over the impending default on a $22.65 million Housing and Urban 
Development (HUD) loan. That loan, a fi nancial cornerstone of the RPS project, 
was extended to the Cowles family by the city to help the Cowleses redevelop their 
downtown shopping mall. (See “HUD Showdown.”)

On Friday the mayor’s special RPS counsel, Laurel Siddoway, sent a letter to Mayor 
John Powers, copied to council members, that provided a bristling response to 
correspondence received the previous day from the developer.

In Thursday’s letter, Steven R. Rector, treasurer and chief fi nancial offi cer of RPS, 
blamed the city for the problem with the HUD loan. The city was at fault, said 
Mr. Rector, because it has refused to loan the city’s parking meter money to cover 
shortfalls at the RPS garage.

Mr. Rector’s letter was responding to a phone call from Spokane community 
development director Mike Adolfae. According to Ms. Siddoway, Mr. Adolfae 
sought to reach a quiet agreement that could avoid public embarrassment over the 
HUD matter.

Sources inside city hall say Mr. Rector’s letter left Mr. Adolfae fuming.

Ms. Siddoway’s riposte cut to the heart of what she clearly sees as some of the 
developer’s most sensitive vulnerabilities-three in particular. She referred to the 
controversy surrounding parking validation for one of the mall’s anchor tenants, 
AMC theaters, “the excessive purchase price the Developer proved to have been 
paid for the garage (and refused in August 1999 to revisit), and the Developer’s 
failure and refusal to make their fi rst guaranty payment on the HUD loan.”

Ms. Siddoway brands Mr. Rector’s letter a “public relations gambit.”

“[Mr. Rector’s Thursday letter] goes to show why Hill & Knowlton is so well paid: 
the best defense is a scathing offense.”

Ms. Siddoway’s reference to Hill & Knowlton is clearly a suggestion that the 
controversial international public relations fi rm that has been advising Betsy and 
Stacey Cowles on River Park Square and other matters either wrote or assisted in 
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the writing of Mr. Rector’s letter. Mr. Rector could not be reached for comment this 
afternoon.

Mayor Powers has previously chided the Cowles family for what it paid Hill & 
Knowlton in the course of waging the battle over the RPS securities fraud litigation.

One of the world’s largest public relations fi rms, Hill & Knowlton gained notoriety 
by helping Big Tobacco suppress public health concerns over cigarettes, helping 
China cope with backlash from Tiananmen Square, and helping Exxon manage the 
Valdez oil spill.

Ms. Siddoway’s decision to invoke Hill & Knowlton’s role may signal a new 
willingness to take off the gloves with the Cowles family. She notes in her letter 
that the RPS “litigation can be a full contact sport.”

As for the impending loan repayment shortfall itself, Ms. Siddoway reported that 
in the absence of the requested advance from RPS, the $60,000 shortfall will be 
handled via a short-term loan from HUD. The money will then be repaid when 
the RPS developer makes its next scheduled deposit later this year. While this 
maneuver would solve the problem for 2003, the shortfalls projected by the city for 
future years are much larger. In her letter, Ms. Siddoway suggests the long-term 
problem will somehow be resolved in ongoing RPS litigation that, she predicts, will 
“be concluded prior to August 2004.”

Mayor Powers has said he intends for the HUD loan repayment problems to be 
resolved as part of the RPS mediation. But it’s not clear that Betsy Cowles and her 
negotiators agree. The federal litigation that led to the current mediation is focused 
on resolving security fraud claims stemming from the problems at the RPS garage. 
But solving the garage problem does not automatically solve the millions of dollars 
in projected shortfalls looming for repayment of the HUD loan.

Thus, despite the current war of words, it’s clear the city will need cooperation 
from the Cowleses if the HUD issues are to be resolved as part of the same 
mediation.

THE END

See “HUD Showdown”
Click here to download Ms. Siddoway’s letter.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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COWLES CONFLICT-OF-INTEREST DRAWS CENSURE (MAY 15, 2003)
In Senate hearing, Seattle Times publisher criticizes Spokane family

THE ROLE OF COWLES media ownership in the River Park Square controversy 
was unexpectedly thrust into the national spotlight Tuesday during a Senate 
hearing. The subject of the commerce committee hearing on media ownership rules 
was whether government should loosen restrictions that prevent a single company 
from owning newspapers and TV stations in the same community.

The law is intended to prevent excessive concentration of media ownership in 
America. In Spokane, ownership by the Cowles family of KHQ-TV, the Spokesman-
Review newspaper and several other print media enjoys a “grandfather” 
exemption to the law because the family’s cross ownership existed before the 1975 
law was passed.

During Tuesday’s senate testimony one of the most eloquent warnings about the 
dangers of concentrated media ownership came from Seattle Times publisher 
Frank Blethen.

In a brief story that served as an ironic reminder of how Cowles media has covered 
the family’s ill-fated River Park Square shopping center, yesterday’s Spokesman-
Review quoted Mr. Blethen: “I don’t want to be overly dramatic, but I think we 
would see the beginning of the end of our democracy.”

The paper also reported: “Blethen, in his testimony, did not mention an effort 
by the Times to dissolve a publishing agreement it shares with its cross-town 
competitor, the Seattle Post-Intelligencer. If successful, the effort could lead to the 
P-I’s closure.”

But the Cowles newspaper skimmed over Mr. Blethen’s response to a pointed 
question by committee member John Sununu (R-NH) and the lively exchange that 
followed.

“Can you give an example of where there’s a partnership or a consolidation 
between TV and a newspaper and that the quality of service has degraded and the 
local interests haven’t been served?” asked Mr. Sununu.
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“Spokane, Washington,” answered Mr. Blethen without hesitating.

“Thank you,” said Mr. Sununu.

“Would you like to elaborate?” asked committee chairman John McCain (R-AZ).

“Well, I’m already at risk of losing one friend, and I’d kinda hate to -- I’m trying to 
save a few friends,” demurred Mr. Blethen. “So I’d rather not elaborate.”

Mr. McCain pressed the matter. “In the committee, we try to stay with the time 
clock, but we also think it’s most important to make the record complete. And 
I appreciate Senator Sununu’s questions, and perhaps for the record you could 
elaborate on your answer to Senator Sununu’s-I think it’s an important question.”

“It is a very good question,” agreed Mr. Blethen, “but let me elaborate in a little 
different fashion.”

Mr. Blethen then launched into a rambling discussion of studies showing that 
the 40 grandfathered stations in the country often do a good job of serving their 
communities.

That didn’t satisfy Mr. McCain. “What happened in Spokane, Washington?” he 
demanded.

“You’re going to make me lose more friends, aren’t you?” said Mr. Blethen. 
“Ah, Spokane, Washington is a grandfathered -- it’s a family-owned paper -- 
it’s a grandfathered situation. The family that owns the newspaper and the TV 
station has been involved in a major city redevelopment that has become very 
controversial. Even Editor & Publisher magazine, which never criticizes the 
industry, criticized them for not covering it. The only coverage that has come out 
of this controversy -- and there’s lots of legal action around it now -- has been by a 
struggling weekly that has been trying to get their story out.”

The Spokesman-Review version of that exchange omitted Mr. Blethen’s 
elaboration, deleted reference to Editor & Publisher’s criticism of the Cowles 
family, and ended its account by quoting Spokesman-Review editor Steve Smith 
that the paper’s River Park Square coverage “has been consistently comprehensive 
and ethical.”

Ironically, the prepared comments Mr. Blethen read into the commerce committee’s 
hearing contained a stark warning of Spokane’s current imbroglio.
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“More than 200 years ago, Thomas Jefferson said he foresaw battles ‘between 
rapacious capitalism and democracy,’” said Mr. Blethen. “Jefferson understood that 
power and size, left unchecked, would invite abuse and would crowd out civic 
values and would overwhelm the public interest... It has always been that the most 
serious problem in American journalism is not what we cover, but what we don’t 
cover. When the watchdog stops barking, we’re all in trouble.”

With a June 2 vote scheduled on the Federal Communications Commission’s 
proposed relaxation of media ownership rules, the Cowles family’s misadventures 
at River Park Square could serve as a textbook example of what’s at stake.

The Editor & Publisher commentary blasted the Cowleses for bringing “a lawsuit 
against public offi cials and businesspeople who have been critical of the public-
private fi nancing of the River Park Square mall, a Cowles family business built in 
downtown Spokane...

“In addition to demanding details of discussions with public offi cials, the subpoena 
of Metropolitan Mortgage & Securities Co. Inc., an advertiser in The Local Planet 
Weekly, asks for records, going back six years, of ‘payments of any kind’ to the 
paper, to the online ‘Camas Magazine,’ and to journalists Larry Shook -- who won 
this year’s Association of Alternative Newsweeklies award for media reporting for 
his two-part article on how The Spokesman-Review covered River Park Square -- 
and Tim Connor, author of a book about the mall project.”

Among the important details left out of Spokesman-Review coverage of the River 
Park Square controversy:

* The newspaper has never reported that the Cowles family refused to abide by 
federal guidelines to fully secure its $22.65 million federally backed loan from the 
City of Spokane for River Park Square. In order to qualify for the loan, the city was 
forced to essentially double-pledge its federal block grant money for low-income 
communities. The city now forecasts that between $6 million and $13.6 million of 
these funds will be used in lieu of Cowles assets to pay back the family’s loan.

* Suppression by Cowles reporters of a critical city attorney memo warning of the 
deal’s dangers to the city. (See “All In The Family.”)

* The role of Betsy Cowles, president of the family’s KHQ-TV and a director of the 
Spokesman-Review, and Cowles First Amendment attorney Duane Swinton, in 
covering up the last-minute crisis with AMC theaters that is an important element 
of the securities fraud litigation. (See “Under The Infl uence.”)
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As discovery in the federal RPS securities fraud litigation continues, documents 
continue to come to light about Cowles efforts to quell dissent and manufacture 
support for its controversial downtown development.

Future Camas reporting will focus on these recently discovered records.

THE END

Related links and downloads:

“Slapp-Happy Spokane,” Editor & Publisher, July 15, 2002

Larry Shook’s prize-winning article, “All In The Family.”

Spokesman-Review coverage of Blethen’s testimony, “Publisher fi ghts easing 
media rules,” May 15, 2003

Tim Connor’s “Secret Deal” series, which won fi rst-place in the online investigative 
reporting category in the 2001 competition of the National Society of Professional 
Journalists.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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ROBERTA GREENE’S LONGEST DAY — PART 1 (MAY 26, 2003)
In a key deposition in the River Park Square securities fraud case, the two-term 
councilwoman provides a remarkable look at the relationship between City Hall 
and Betsy Cowles

IT WAS DARK outside on March 19 when Roberta Greene fi nished answering the 
lawyers’ questions. In a deposition that stretched nearly nine hours, the longest-
serving member of Spokane’s current city council had been forced to refl ect on 
“some of the worst times of my life.”

Greene’s ordeal came in the wake of the fi nancial collapse of a project that was 
supposed revitalize downtown Spokane. She was supposed to be basking in a 
success story by now. She was supposed to be reaping the appreciation of a grateful 
community. Instead, there have been charges of ineptitude, accusations of fraud 
and, because of the key roles she played, her emergence as a central witness in a 
historic legal battle. But the lawyers weren’t as interested in Greene’s turmoil as 
what caused it. They wanted to know about her actions during her fi rst term on the 
council. That’s when all the crucial city decisions about RPS were made.

For anyone who cared, a dramatic picture was about to come into view. Wittingly 
or not, Roberta Greene was going to provide a portrait of the extent to which 
Spokane’s government, from 1996 thru 1999, had fallen into the hands of Betsy 
Cowles.

“I’M NOT SUPPOSED TO DO THIS”

Early in Greene’s deposition, bondholder attorney Alain Baudry began carefully 
leading her through a series of questions about her understanding of the city’s 
pledge to loan its parking meter revenues to cover RPS garage losses. It’s a subject 
at the heart of the breach of contract claims fi led against the city in state and federal 
court. No one is better qualifi ed than Roberta Greene to talk about whether the 
city really meant to pledge these funds to help developer Betsy Cowles build her 
family’s downtown shopping center.

“I am not supposed to do this,” Greene suddenly announced in mid-answer to one 
of Baudry’s questions. “So Mike [her attorney, Mike Williams] is probably going to 
kill me.”

Then, in a rambling outburst, Greene vented her frustration over the provocative 
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legal strategy of Mayor John Powers and his special counsel Laurel Siddoway. 
From the time Powers took offi ce he and Siddoway have stood virtually alone in 
their interpretation of the actions taken by Greene and her colleagues on the 1997 
city council. Greene and the others, they assert, either didn’t understand what they 
were doing, or they backed the garage transaction in a way that is different than 
described in the garage lease agreements. Thus, the argument goes, the city really 
didn’t pledge tens of millions of dollars in parking meter revenue the way that 
Cowles, bondholders, and the council members themselves say they did.

In a way, this was a much more palatable theory of what went wrong at the Cowles 
development than the assertion of Powers’s predecessor, Mayor John Talbott, and 
Talbott’s special counsel, O. Yale Lewis of Seattle. Talbott and Lewis alleged public 
offi cials had conspired with the developer to illegally divert public funds for 
private purposes.

For obvious reasons, that never sat well with Greene. In her deposition she allowed 
as how she voted for Powers because “he wasn’t John Talbott.”

But if the Talbott/Lewis explanation of River Park Square didn’t please Greene, 
neither did the story offered by Powers and Siddoway. Not even Talbott had 
disputed the meaning of the parking meter pledge, Greene told the bondholders’ 
attorneys. Not even the litigious Steve Eugster ever disputed it, she said. But 
Powers and Siddoway disputed it. It was real “eye opening,” she proclaimed.

“That’s as long as I’m ever going to say anything,” Greene remarked as she 
concluded her attack on the Powers/Siddoway theory. “I’m sorry. He’s holding 
onto my arm. I’m sorry, Mike.”

Without missing a beat, attorney Peter Vial pounced on Greene’s unsolicited 
commentary. He asked the court reporter to “fl ag this part of the testimony.” Vial’s 
Seattle law fi rm represents RWR Management whose principal, Bob Robideaux, 
helped negotiate RPS for Betsy Cowles.

Although, in one of the major surprises in the RPS litigation frenzy, Robideaux is 
now suing Cowles for breach of contract, on the issue of the pledge they, like all the 
plaintiff bondholders and all the major defendants in the case--all except the city, 
that is--agree that the city broke a key promise.

To those involved in setting up the garage transaction, the meaning of the loan 
pledge was the glue that held everything else together. No pledge, no bonds, no 
deal. There is a reason Greene understands that as well as anybody. It’s because 
when she took offi ce in 1996 she became a member of the core team of city 
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decision-makers, the city council fi nance committee, that ultimately negotiated 
the nuts and bolts of the complex transaction. Among other things, she was in the 
room on December 10, 1996, in the San Francisco offi ces of Prudential Securities, 
the bond underwriter. At that meeting the pledge was outlined and committed 
to paper. Along with fellow councilman and fi nance committee member Orville 
Barnes, Greene represented the city. She deeply believes she knows what the city of 
Spokane agreed to.

With her dramatic outburst, Greene made clear she’s a powerful witness for the 
bondholders and everyone else in the RPS transactions who claim to have relied on 
the city’s pledge of parking meter revenues.

COUNCILWOMAN GREENE
AND THE SECRET DEAL

Beyond the dispute of the parking meter pledge, the RPS lawsuits all gravitate to 
the question of whether the city, Cowles and her agents, and the other defendants 
hid material facts from garage bond purchasers.

The city’s legal defense rests on three claims. First, the city joins with the other 
defendants in saying it hid nothing from bond purchasers. Second, the city 
contends it was either an innocent victim of the garage transaction or that Cowles 
and her agents purposely misled it. Finally, the city has sued its former bond 
counsel, Roy Koegen, alleging he failed in his professional responsibilities and that 
he and his fi rm are responsible for the supposed misrepresentation of the city’s 
parking meter pledge.

Greene’s testimony promised to shed considerable light on how believable the 
city’s case is.

On the material facts question, the bondholders needed to ask Greene about 
several important matters. That led Greene into the complex terrain of the RPS 
transaction and to the key junctures where Betsy Cowles’s infl uence prevailed. The 
councilwoman’s answers removed any remaining doubt about the council’s desire 
to covertly funnel millions of dollars in public subsidies to Cowles family real 
estate companies.

* Jiggered Appraisal

When Greene joined the city council in January 1996, the price tag on the River 
Park Square garage was at or below $15 million. The city council had set that cap 
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in 1995. Nevertheless, in the end, the city paid Betsy Cowles $26 million. How did 
that happen?

According to several public offi cials, Green among them, Betsy Cowles had 
decided not to do the project at the lower number. Over the objection of former 
city real estate projects manager Dennis Beringer, and under pressure from 
Cowles, the city commissioned new “investment value” appraisals that relied on 
unrealistic revenue projections and the city’s low cost of funds. That catapulted the 
“investment value” of the garage Betsy Cowles wanted to sell the city to nearly $30 
million.

Beringer and then-city fi nance director Pete Fortin have testifi ed that the 
“investment value” appraisal was a city council policy decision made in an 
executive session closed to the public. Moreover, this critical decision was never 
offi cially recorded. It’s just something that happened behind closed doors, and no 
document denoting how or why has ever surfaced. Greene confi rms this in her 
deposition. She says she understood the investment value approach would result 
in paying a higher-than-market-value price to the Cowleses for the garage.

Under questioning from Baudry, Greene also conceded that the city knowingly 
consented to a garage ground lease that set “ground rent” to be paid to Cowles 
companies at a rate well above market value. When Baudry asked why that was 
done, Greene evasively replied, “It was all a part of the negotiations.”

Baudry followed up with a telling question. He asked Greene if there was a price 
“you would not have been willing to pay” [to Cowles]?

“I don’t know if I ever had that conversation with myself,” Greene replied.

* Disregarded staff recommendations

In response to Baudry’s questions, Greene says she read the Walker Parking 
consultants’ report with its all important revenue projections. The councilwoman 
insists she understood the weaknesses of the report, and the criticisms directed at 
it.

As Baudry discovered in questioning her, Greene clearly understood, then and 
now, the key fl aw that was tucked into the Walker Parking study. As Greene 
perfectly recounted for Baudry, Walker did its parking revenue projections in a 
way that counted all the benefi ts of a very generous parking validation program 
(with increased patronage) without subtracting the costs of actually paying for that 
program. You can fi nd the cautions in the Walker narrative. But it wasn’t Walker’s 
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cautions that framed the deal. Rather, it was the undiscounted, rosy revenue 
forecasts. The city’s fi rst defense against a securities fraud charge is to blame 
Walker for giving city decision-makers bad information. Yet, Greene’s grasp of the 
problem with the Walker numbers actually supports Walker’s defense, that the 
city really knew quite well what it was doing, and purposely ignored the warning 
signs.

Greene’s testimony squares with that of former fi nance director Fortin. Fortin says 
that after studying the Walker Parking report and the new appraisals based on 
the Walker projections, he strongly recommended the council pay no more than 
$18 million for the RPS garage. (Although no formal record was made of it, this 
recommendation, according to Fortin, also occurred in executive session.)

In her deposition, Greene backs Fortin on the critical point of his recommended 
$18 million ceiling. She says the council agreed with Fortin and told him to take the 
$18 million offer to Cowles agents. In Fortin’s account, he was told bluntly by Bob 
Robideaux and Cowles attorney Duane Swinton that, at $18 million, “we had killed 
the project.”

In her deposition, Greene remembers it the same way. She says Fortin reported 
back to the council the grim news: if the city wouldn’t pay Cowles more than $18 
million for the garage, “the deal is dead.” This was in August of 1996. From that 
point on, Fortin says, RPS negotiations were handled by council members rather 
than city staff. In her deposition, Greene confi rms this and says this arrangement 
was at the request of Cowles and her negotiators.

* The Emergency Vote

Offi cially, the city council passed the pivotal emergency off-street parking 
ordinance on January 27, 1997. Under deposition, Greene divulged that the city 
council and the Cowles development team had already worked out what became 
the deal’s fi nal details by mid-November 1996.

Because of public concern about the project’s fi nancial risks to the community, 
it was Greene who, in October, 1996, had pushed for an independent fi nancial 
analysis by the Coopers & Lybrand accounting fi rm.

As the council prepared for its “emergency” January 1997 vote, Coopers & Lybrand 
was clearly warning the city that going forward on the basis of the unadjusted 
Walker projections was a dangerous illusion for the city, unless someone had a 
solution to the parking validation problem.
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What then, Baudry asked Greene, did the council do to address the validation 
problem that Coopers & Lybrand laid before it?

Greene started her answer by saying the “situation was addressed,” but then she 
caught herself. “Was being addressed, let me put it that way,” she said. “There were 
people out there actively trying to come to a conclusion about a validation program 
that could be put into place, so this concern did not just go by the wayside.”

But go by the wayside it did. On that fateful January night, Betsy Cowles herself 
stepped to the microphone with soothing words: “There’s a lot of ways to solve 
that problem, and we have every intention to be part of that solution,” she 
promised.

Given what Cowles was asking the city to do, the council had every right to 
demand Cowles solve the validation problem up front. Instead, they voted 6-0 to 
pass the emergency ordinance the developer wanted.

* The AMC Theater Crisis

Spokane’s last best chance to avoid the River Park Square nightmare came in the 
summer of 1999. It happened just before the garage was set to open, and just before 
the $26 million in bond proceeds were released from escrow to Cowles real estate 
companies.

In June, AMC Theaters was shocked to learn its patrons wouldn’t get free parking. 
Although Coopers & Lybrand had called the city council’s attention to the potential 
for this 18 months earlier, nothing had been done to fi x it.

AMC threatened to pull out of the development or have its customers park 
elsewhere. Either action would have been disastrous. Theater customers were 
crucial to the shopping mall’s success, and their parking bill was supposed to 
provide nearly half the garage revenue.

This last-minute crisis was not the parking development authority’s (PDA) or the 
city’s fault. Cowles was set to be paid large sums in cash and ground rent on the 
assumption that such problems didn’t exist and, if they did exist, that someone 
other than the public partners would pay to make them go away.

But that isn’t what happened. To resolve the AMC crisis, the PDA (to whose 
board both Greene and Barnes had been appointed by Mayor Jack Geraghty) with 
the city’s blessing decided it would be willing to dramatically lower its evening 
parking rates. The effect of that reduction--calculated for the PDA by none other 
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than Walker Parking consultants--showed this would instantly erase more than 
$1.2 million a year in projected parking revenues. The projected loss was more 
money than the old RPS garage had ever grossed in a single year.

Any one of Betsy Cowles’s partners in RPS could have pulled the panic brake on 
the runaway train that her project had become. That included the city, the PDA, 
and the Spokane Downtown Foundation, the nonprofi t organization Cowles set up 
to sell the garage bonds. They had only to take one of two simple actions.

* They could have made Cowles keep her promise and help solve the validation 
problem.

* Or they could have refused to pay Cowles the $26 million she wanted for the 
garage because the drastically reduced revenues no longer justifi ed the infl ated 
price.

Cowles had not yet received her $26 million from the bonds, so either of these 
demands would have been a formidable bargaining chip.

Beyond that, the AMC crisis was an important “material fact” to the bond 
purchasers. The bondholders lawyers will argue that all of the above parties had 
a legal obligation to disclose how the PDA’s rate reduction drastically altered the 
revenue picture described in the offi cial bond offering statement.

For Cowles’s various partners, then, the choice was brutally clear. They had to face 
her, and the power of her family, and the power of her family’s newspaper, or take 
their chances with the law. Without exception, they chose the latter.

A month after Greene’s deposition, Gary Ceriani, the other lead attorney for 
bondholders, would cover this same ground with Betsy Cowles. Asked her 
response to the PDA’s request that she agree to take less than $26 million for the 
garage, Cowles offered a blunt, one word reply: “No.”

The developer got her $26 million check. The public and bondholders were kept in 
the dark.

Alain Baudry wanted Greene to tell him how that happened. He asked her if she, 
her fellow councilman and fi nance committee member Orville Barnes, and city 
bond counsel Roy Koegen (who was doubling as counsel to the PDA) ever talked 
about the need to go back to the full city council to “advise them of the situation.”

“There was no such discussion held,” Greene replied.
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Why not? Baudry wanted to know.

“In the midst of a business transaction,” Greene explained, “you have several 
situations that need to be handled, and if it indeed came to fruition, that the council 
needed to do something, then it would be appropriate.”

“Did you understand,” Baudry then asked, “that the projected annual shortfall 
of $1.24 million made it more likely that the city’s loan obligation would be 
triggered?”

“I don’t think I looked at it in that fashion,” she replied, “because I, I viewed it as 
something that needed to be solved and that it indeed would be. We would not 
go forward with this kind of a situation hanging out there. It would have to be 
solved.”

“Are you aware of any fi x to the projected annual shortfall of $1.24 million that 
was in place prior to the time that the funds were released from escrow to the 
Developer [Cowles]?” Baudry asked a few minutes later.

“I don’t recall a fi x that was in place prior to that time,” Greene replied.

Continued...

Camas articles are researched, written and edited by the Camas staff: Tim Connor, 
Larry Shook and Judy Laddon.
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ROBERTA GREENE’S LONGEST DAY — PART 2 (MAY 27, 2003)
How Duplicity Became Legal in Washington

BONDHOLDER ATTORNEY ALAIN BAUDRY ended his questioning of 
councilwoman Roberta Greene by asking her to read from a December 14, 1999 
memo written by PDA board president Terry Novak to her, Orville Barnes, and the 
other board members.

“As Roberta and Orville know,” Novak wrote, “the larger goal of getting 
this project going for the total benefi t of the larger community required some 
compromises, one was to value the parking spaces not at $10,000 each but 
at $31,000 each and based the appraisals on cash fl ow method rather than 
construction cost.” Adding, “the parking program became the city’s contribution to 
the public/private partnership.”

Did she agree with those statements?

“Yes,” she replied.

There is supposed to be a law against that. Public money is not supposed to be 
used to purposely enrich private companies or individuals.

If Greene had any inkling of an ethical or legal problem with her answer, she 
offered no regrets as she fi elded Baudry’s questions.

The record shows there were times that Greene was reluctant to go along with what 
Cowles and her negotiators wanted. Ultimately, however, the focus for Greene and 
her council colleagues was on how to give Cowles what she wanted, as opposed to 
whether she should have it.

In March of 1996 Cowles negotiators fi rst made clear to the city that they wanted 
more than the $15 million market value for the RPS garage. Aside from city real 
estate manager Dennis Beringer, the fi rst person to see this as a potential problem 
for the city was its bond counsel, Roy Koegen.

In a March 20, 1996 confi dential memo to top city offi cials, Koegen noted the 
Cowles family was now asking “$20 million-plus” for the garage. Although there 
were several provisions in state law for municipalities to acquire public parking 
facilities, Koegen noted, “a reasonable argument could be advanced that there is no 
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traffi c congestion, and that the purpose of the acquisition is primarily to provide a 
primary benefi t to a private developer.”

At that time, the city’s own studies actually showed a surprisingly large surplus of 
public parking spaces in the downtown core.

To counteract the anticipated “reasonable” arguments that there was no public 
need for an expanded RPS garage, Koegen advised, “the City will need to provide 
[new] studies and research to support the fact that the primary purpose of the 
Parking Facility is to prevent or alleviate downtown traffi c congestion and that the 
new Nordstrom store and related improvements will dramatically increase traffi c 
congestion, thereby further increasing the need for the Parking Facility.”

It was all a ruse. As numerous documents show, the real purpose of the garage was 
to satisfy private demands from Nordstrom and the Cowleses. When the Walker 
Parking study was presented to the city a few months later, the downtown public 
parking study area had been redrawn. Nearly 2,000 parking spaces that had been 
counted in the earlier study had been made to disappear.

Baudry’s questioning of Greene left in the shadows two powerful actors who 
performed in the wings of the RPS drama. The Washington Supreme Court is 
one. Cowles-owned media is the other. Had these two characters not played their 
invisible roles, Alain Baudry and Roberta Greene might never have met.

In December 1996, just a month before the council approved the RPS garage 
transaction, the state supreme court issued its decision in CLEAN v. State of 
Washington. This was a high-profi le citizen legal challenge to the state’s hefty 
subsidization of the Seattle Mariners’ new baseball stadium. If it was “debatable” 
as to whether the project served a “public purpose,” the judges would “defer to the 
judgment” of elected offi cials.

Still, CLEAN (the acronym stands for “Citizens for Leaders with Ethics and 
Accountability Now!) went ahead and joined Steve Eugster in a swift challenge 
to Spokane’s January 1997 “emergency” ordinance approving the parking garage 
deal. In an April 11, 1997 decision, Spokane Superior Court judge Kathleen 
O’Connor dismissed the challenge with a ruling that directly cited the Mariners 
case.

O’Connor’s decision was appealed to the supreme court, which handed down 
its River Park Square decision in November of 1997. The high court upheld 
O’Connor’s ruling. Justice Richard Sanders reluctantly concurred with the result 
of the majority, but his purpose was to point out how a succession of previous 
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decisions, including the Mariners case, had led the court seriously astray. In a 
separate opinion on the RPS case, Justice Sanders blasted the court for swallowing 
“the preposterous notion that a new parking garage for Nordstrom’s” warranted 
an “emergency” economic development ordinance. The RPS case, he opined, was 
just the latest court ruling in this area that “emasculated” the state’s constitutional 
prohibitions on public gifting.

In a sense, Baudry, a bond attorney from Minneapolis representing U.S. Bank, 
found himself deposing a Spokane city councilwoman in a federal securities fraud 
case precisely because, on the question of giving public money to private parties, 
the Washington supreme court passed the buck. The best way to resolve these 
things, said the court, is through politics.

In Spokane, there’s a nasty complication on the way to having such matters 
resolved politically. Here, in order to learn about them in the fi rst place, voters have 
to depend on media owned by the very family that was trying to use public money 
to build their private shopping center.

Near the end of her deposition, Greene scoffed at the notion that there were any 
“secret” deals. This, she said, was because the council’s deliberations and votes 
were public. Yet, the testimony she had already given that day provided fresh 
details for how the crucial debates and actual decisions (the skewed appraisal 
method, Fortin’s recommendations, the fi nal garage purchase price, the expensive 
non-solution to the AMC crisis, etc.) were all hidden from public view. The Cowles-
owned Spokesman-Review is at fault for this, and so are the other editors and 
reporters in Spokane who, instead of digging into the story, turned away from it.

Such an abdication of professional responsibility wouldn’t happen in a city with an 
independent, alert and probing press. It happened here because Spokane’s deepest 
and most persistent civic affl iction is that the developer who wanted millions in 
public subsides, and who wanted secret decisions from Greene and her fellow 
elected representatives, also employs most of the city’s journalists.

It’s clear that Betsy Cowles, her real estate and First Amendment lawyer Duane 
Swinton, her former real estate manager Bob Robideaux, and a handful of other 
insiders knew what Roberta Greene was doing. But did any of the Spokane voters 
who re-elected Greene in 1999 understand the role she played in passing literally 
millions of dollars in public subsidies to Cowles companies in ways that greatly 
increased the risk of Spokane’s block grant and parking meter funds?

The common defense of the 1997 city council is that these elected offi cials were 
trying to save downtown Spokane, that the Cowleses’ RPS project was the 
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only hope in sight, and that they shouldn’t be blamed for relying on a national 
consultant--Walker Parking--whose projections were well off the mark.

But even if the fi rst two of these premises were legitimate, putting the blame 
on Walker is more diffi cult because Greene, who holds a bachelor’s degree in 
economics and a master’s degree in urban studies, was able to recount for Baudry 
precisely what the problem with the Walker numbers was. The more plausible 
explanation for why she and her council colleagues approved the plan is that they 
understood the warnings from the consultants and their own advisors but were 
driven by the Cowleses’ insistence that the preposterously infl ated “investment 
value” of the garage was, as former city attorney Jim Sloane described it, a “take it 
or leave it” proposition.

“MONEY THAT NEEDED TO BE TALKED ABOUT”

The most damning evidence that the city council didn’t perform the due diligence 
that would have protected the public interest, and instead just gave Betsy Cowles 
whatever she demanded, is revealed when Baudry asks Greene about certain 
garage lease clauses. Because of those clauses, even after the city conferred millions 
in purchase price and ground rent subsidies to the developer, Cowles companies 
would get fi rst call on any profi ts produced by future garage operations.

This last concession came in the summer of 1998 when Betsy Cowles ramped 
up her already hard bargain. In late 1996, she’d insisted that the $26 million 
garage purchase price did not adequately compensate her companies for the full 
“investment value” of the garage. The full value, she told the council, was really 
$29.8 million. Now, she and her negotiators were insistent that her companies 
receive “variable ground rent” on top of what she was already getting to make up 
the $3.8 million difference.

Assistant city attorney Stan Schwartz thought this demand was over the top. He 
wrote at least two memos to his fi le, noting his complaint that “it did not make 
sense to me” that the Cowleses should have rights to additional profi t-taking 
“above and beyond the purchase price.”

Even if, prior to a period of garage profi tability, the city had loaned parking meter 
funds to support garage operations, the Cowleses would still get their profi t-taking 
before the city got paid back. “This did not seem appropriate,” Schwartz wrote in 
an August 25, 1998 memo, “in that debt should be paid before any profi t is taken.”

Underscoring the pervasiveness of Cowles infl uence over all the institutions 
involved, the city wasn’t even supposed to play a role at this stage of the project. 
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The garage lease in question was to be signed by the PDA, not the city. Yet 
Schwartz’s memos show that the city fi nance committee--Greene, Barnes and Rob 
Higgins--plus council member Phyllis Holmes, participated in the negotiations.

They rejected Schwartz’s objections.

“Why,” Baudry asked Greene, “did the council members agree to that if the city’s 
attorneys were saying that that was not prudent?”

Greene’s answer: “You see, at the time everyone just knew that there would be 
a profi t to even have a conversation about, and that seemed, it appeared to be a 
reasonable part of the conversation. As a matter of fact, I think it was a -- it might 
have been a long conversation in terms of the fact that there, we were going to have 
money, money that needed to be talked about and this is what came of that.”

Baudry asked again about Schwartz’s objection. Greene recalled Schwartz’s 
concern “that if the developer was not being asked to participate in any loss 
positions, then why should they reap the benefi t of the positive surplus position?”

Baudry: “Did you think that was a good point?”

Greene: “I thought it was something to listen to and to consider, yes.”

Baudry: “But ultimately you overruled Mr. Schwartz?”

Greene: “I don’t think overruled is a proper characterization.”

Baudry: “You ultimately didn’t agree with Mr. Schwartz?”

Greene: “Ultimately, the council voted to approve the transaction.”

Baudry tried to follow up on Greene’s answer. He asked her what reasons were 
given by other council members “as to why they should disregard” Schwartz’s 
advice. Greene replied that she didn’t “recollect” those conversations.

Why didn’t Roberta Greene accept Schwartz’s recommendation? Whatever the 
answer, she carried it with her into the chill of the evening when her deposition 
fi nally ended.

A year from now, when the RPS case goes to trial, Baudry may get another chance 
to press his question.
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In the meantime, Greene has again declined a Camas request for an interview.

THE END

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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CAMAS SUIT SEEKS RELEASE OF HUD RECORDS (MAY 30, 2003)
Did HUD offi cials help RPS supporters push through the loan to Cowles? Camas 
asks federal court to compel release of documents.

CAMAS MAGAZINE FILED SUIT in federal court today seeking the immediate 
release of records pertaining to Spokane’s River Park Square project that are being 
withheld from public disclosure by the federal Department of Housing and Urban 
Development (HUD). The records sought are primarily internal HUD documents 
that chronicle the agency’s decision-making on a $22.65 million HUD-backed 
loan. The loan, approved by HUD in early 1999, was brokered through the City of 
Spokane to the River Park Square Developer. The mall is owned by Cowles family 
real estate companies, one of which is a subsidiary of Cowles Publishing Company.

“There are lots of crucial and unresolved questions about the conduct of top HUD 
offi cials in reviewing and approving the loan to River Park Square,” says Camas 
senior editor Tim Connor. “It appears from city documents we’ve obtained that 
these offi cials were quietly and consistently guiding RPS supporters at city hall on 
how to win approval of the loan from HUD without securing adequate collateral 
and sources of repayment from the Cowles family. We think we’re entitled to know 
the full story of how they did this, why they did this, and who, if anybody, outside 
of HUD was trying to infl uence this process. And we think the federal disclosure 
law is on our side, not theirs.”

The magazine’s action comes 16 months after a Camas reporter fi led an extensive 
Freedom of Information Act (FOIA) request seeking access to documents on fi le 
at HUD headquarters in Washington, DC. HUD took nearly a year to assemble 
and review documents in response to the February 3, 2002 Camas FOIA request. 
Although the agency eventually did make hundreds of pages available, it 
also disclosed in an April 15, 2003 letter to the magazine’s lawyers that it was 
continuing to withhold “approximately 1,000 pages.” In addition to protecting 
the commercial rights of private contacts, HUD contends that it is properly 
withholding memos where disclosure would compromise “free and candid internal 
agency deliberations leading to executive decision-making.”

“Apart from whether the documents are truly ‘pre-decisional,’” says David Blair-
Loy, the Center for Justice attorney representing Camas, “HUD has no right 
to withhold its communications with outsiders such as the city and the RPS 
developer. City documents show that HUD repeatedly talked with city offi cials on 
how to put together the loan, in particular the collateral package. FOIA requires 
HUD to disclose those communications.”
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The magazine is also seeking the immediate release of documents sought by a 
March 11, 2003 FOIA request from Camas for the specifi c records of two HUD 
offi cials. Although a HUD attorney informed a Camas reporter that “a box” of 
documents responsive to the March 11 request had been located, the agency has 
thus far not provided the documents or formally acknowledged their existence. 
As is standard in such actions, Camas is also seeking reimbursement of costs and 
attorneys fees required to bring the action.

THE END

To download the complaint, click here.
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‘THE WORST PARKING SPACE’ WINS TOP AWARD (JUNE 1, 2003)

CAMAS SENIOR EDITOR Tim Connor’s article, “The Worst Parking Space in 
Spokane,” earned a fi rst-place award in the Society of Professional Journalists (SPJ) 
2002 Excellence in Journalism competition for Western Washington.

Connor’s piece, published in the October/November issue of Washington Law & 
Politics, examines the saga of the River Park Square scandal and how it is affecting 
the historic relationship between the Cowles family and Spokane’s political 
leadership. The article took fi rst place in the government/political reporting 
category.

It is the third journalism award Connor has collected for his River Park Square 
reporting. His Secret Deal series covering the causes of the RPS garage fi asco 
earned two top national awards from SPJ in 2001 and is frequently cited in legal 
proceedings stemming from the garage impasse.

To read “The Worst Parking Space in Spokane: How a downtown mall and its 
parking garage are tearing a city apart” go to the following url:

http://www.lawandpolitics.com/washington/default.asp?section=ARTICLES&m
odule=ITEM&id=118

THE END
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NORDSTROM’S NOSEDIVE (JUNE 2, 2003)
Did downtown shoppers boycott the new store?

THE NEW DOWNTOWN NORDSTROM store that became the cornerstone of 
Spokane’s River Park Square public/private partnership experienced a dramatic 
decline in sales when it opened for business in 1999.

Although Nordstrom sales fi gures have been a jealously guarded secret, records 
turned over as part of the discovery in the River Park Square federal securities 
fraud case now tell the tale. They provide documentation for what even casual 
observers had noticed -- the retailer’s Spokane clientele much preferred the old 
store that was demolished as part of the mall’s renovation.

According to an April 9, 2001 e-mail from Cowles Publishing Company fi nancial 
offi cer Steve Rector to Jennifer West, the shopping mall’s lead public relations 
person, sales at Nordstrom’s downtown location declined by 25% from 1995 to 
2000. This occurred even in the face of a strong rebound in overall River Park 
Square retail activity between 1999 and 2000. Total sales at the mall increased by 
nearly $12 million between 1999 and 2000 as Nordstrom sales actually declined by 
more than $3 million, reaching only $29.2 million in 2000.

The store’s nosedive was especially bad news for the City of Spokane. Nordstrom 
lease payments are the main source for repayment of a $22.65 million federally 
backed loan the city made to help build the mall. And the better Nordstrom does, 
the more it pays on its lease.

“Expert” forecasts wildly missed the mark

During negotiations with the city, the RPS developer predicted the new store 
would open with sales of $375 per square foot. One of the city’s main consultants, 
Gonzaga University associate professor Carl Bozman, assured Spokane offi cials 
that those sales projections were realistic.

Based on the company’s historic performance and market trends, Bozman wrote 
in a September 29, 1997 memo, “Nordstrom should have no diffi culty meeting or 
exceeding sales forecasts of $375 per square foot.”

But sales in 2000 were less than $215 per square foot.

Bozman and two Gonzaga colleagues -- Kent Hickman and Clarence Barnes 
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-- prepared a rosy analysis for the city in November 1997. The three business 
professors outlined a “break-even” projection for the city that was based on 
the downtown Nordstrom store starting at sales of $45 million and increasing 
each year at 2.8 percent. Under this break-even scenario, the city would collect 
additional “percentage” rent on Nordstrom sales above $40 million.

Rector’s e-mail shows that Nordstrom sales in 2000 fell more than $15 million short 
break-even and $21 million short of the RPS developer’s projection (that Bozman 
concurred with).

Although a variety of anecdotal explanations exist to explain the Nordstrom 
downtown downturn (the less-intimate atmosphere of the new store, the move 
of the Nordstrom Rack to Northtown), it’s also apparent that Nordstrom’s 
involvement in the River Park Square garage controversy has hurt the store’s 
performance. Among other things, Nordstrom insisted on lease restrictions that 
prohibit monthly parking at the garage, something that clearly offended at least 
one group of long-time RPS monthly parkers.

In an October 1999 letter sent to the new Spokane Parking Public Development 
Authority, a veteran RPS customer wrote that “many” in her group of monthly 
parkers “say they have been boycotting Nordstrom because of the monthly parking 
situation.”

While the plummet in Nordstrom sales cannot be solely attributed to disgruntled 
parkers, the message that some were taking their frustration out on the retailer 
is clearly something that the city, RPS, Nordstrom and the GU professors didn’t 
anticipate.

While city offi cials say they don’t know what Nordstrom sales are currently, it is 
self-evident that sales have not yet reached $40 million annually. The city now 
forecasts loan repayment shortfalls of between $6 million and $14 million. As 
things now stand, the city will be nearly $1 million short of making a scheduled 
loan repayment in August of next year.

THE END

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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DOCUMENT OF THE WEEK  (JUNE 4, 2003)
Lake-shaped cakes and “gorilla tactics”: Cowles PR fi rm brainstorms a response 
to Camas Magazine

 
IN JUNE 2000, CAMAS MAGAZINE had just come on-line, posting regular 
installments of “Secret Deal,” the series investigating the River Park Square garage. 
The television broadcast version of the Camas reports was appearing on KXLY-TV, 
featuring additional reporting by Tom Grant, KXLY’s award-winning journalist.

How would the developer, also the city’s prominent publishing family, respond? 
A fi rst effort was a contentious June 1, 2000 press conference at which the Camas/
KXLY reporting was denounced by RPS developer and Cowles Publishing Co. 
chairwoman Betsy Cowles, RPS project manager Bob Robideaux, and Cowles 
lawyers Duane Swinton and Les Weatherhead.

“Grant, Connor and other reporters repeatedly asked River Park Square offi cials 
to reveal the construction costs for the garage -- a request that was repeatedly 
declined,” wrote Spokesman-Review reporter Jim Camden in an article that 
appeared the following day.

With the press conference having raised more questions than it answered, what else 
could River Park Square do to boost its image?

Documents recently released as part of the RPS federal securities fraud litigation 
indicate that Betsy Cowles enlisted the help of her public relations fi rm, Rockey 
West.

Under “Camas Magazine Response,” the fi rm proposed four ideas in a June 5, 2000 
“RPS Strategy” memo.
1) Send a letter to Camas “responding to entire series of stories.”
2) Copy the letter to the city, the RPS “base of supporters,” and news media.
3) Consider running a newspaper ad “to counter messages in Camas Magazine/
KXLY TV.”
4) Send letter directly to Connor and Grant “outlining key factual errors following 
the series.”

None of these ideas took hold. Other than a short letter Connor and Grant received 
from Cowles attorney Duane Swinton contesting, without documentation, reported 
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profi ts from the garage sale, there were no letters or even newspaper ads disputing 
the Camas reporting.

Also under consideration was option 3 (A) “Divert attention away from issues with 
an upbeat campaign.” Although this was clearly the option of choice, some of the 
promotions considered but not acted upon (at least as far we we’re aware) were:

* A “salute to downtown stars.”

* Serving cakes in the shape of the lakes (the fl oor tiles in the RPS atrium feature 
the shapes of inland Northwest lakes).

* “Airplane fl y overs with trailing banners announcing new stores.”

* “A breakfast with Santa in the Atrium.”

Doodling on the document noted another idea -- “gorilla tactics.” In a later version 
of the document the word “gorilla” is crossed out and replaced by “guerilla.”

THE END

To download the document, click here.
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APRIL FOOLED (JUNE 19, 2003)
Five years ago, at a crucial moment in the River Park Square controversy, U.S. 
Senator Patty Murray issued a false press release that hoodwinked the people of 
Spokane. Developer Betsy Cowles was “thrilled.” Spokane city councilwoman 
Cherie Rodgers left the Democratic Party in disgust.

IT WAS AN ANNOUNCEMENT that seemed to come out of nowhere. On March 
31, 1998 U.S. Senator Patty Murray issued a press release containing electrifyingly 
good news for the Cowles family and supporters of the family’s River Park 
Square redevelopment. For months the family and city offi cials had been working 
feverishly to try to win approval from the U.S. Department of Housing and Urban 
Development (HUD) for a $22.65 million HUD-backed loan Spokane planned 
to make to Cowles real estate companies. Murray’s release framed her stunning 
announcement that HUD had approved the loan and that it was “now ready to be 
signed by HUD Secretary Andrew Cuomo.”

The message was then emblazoned on the front page of the April 1, 1998 edition of 
theSpokesman-Review, “FEDS OK LOAN FOR SPOKANE, APPROVAL OF $22.65 
MILLION CLEARS WAY FOR DOWNTOWN REDEVELOPMENT PROJECT.”

“We’re absolutely thrilled,” developer Betsy Cowles told her family’s newspaper 
for the article. “We’re at the stage now where this project is very defi nitely going to 
be a reality.”

There was only one thing wrong with the press release and the story. They were 
both untrue. As a White House offi cial would eventually make clear, Sen. Murray 
and the Spokesman-Review had all been part of telling the public a whopper.

In reality, the critical HUD loan was not even close to being approved at the time. 
Among other things, the mandatory timelines in federal environmental rules that 
applied to RPS had yet to run their course.

For those who were concerned about the risks to which the complex loan might 
expose the city, the timing of Murray’s false press release and the deceptive 
Spokesman-Review story about it were devastating. Murray’s announcement came 
during one of the most divisive and frustrating periods of Spokane’s history. The 
new mayor, John Talbott, was trying to follow through on the hard questions about 
the city’s involvement in River Park Square that had got him elected just months 
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earlier. The public was desperately trying to understand whether the Cowles 
development was a blessing or catastrophe in the making.

In reply to Mayor Talbott’s criticism of the project, the Spokesman-Review took 
dead aim. Among other things, the Cowles-owned newspaper accused Talbott 
of “civic terrorism” for raising questions about the city’s risks in making a $22.65 
million loan to the Cowles-owned shopping mall. Although the loan would be 
backed by HUD, what concerned Talbott was that, if RPS didn’t perform, federal 
grant dollars would pay off the loan -- dollars that would otherwise fl ow to 
Spokane’s neediest neighborhoods.

At the time, Talbott felt besieged by the Cowleses and frustrated that he couldn’t 
get anyone in HUD or the Washington Congressional delegation to take his 
concerns seriously.

Meanwhile, RPS supporters thought the downtown renaissance was being bled to 
death by Talbott and other naysayers.

In this charged atmosphere Betsy Cowles stepped to the podium at a special city 
council meeting on March 26, 1998. Her voice was markedly somber and her words 
were terse. After questioning Talbott’s motives for seeking to delay council action 
on the RPS loan documents, she bluntly set out what she needed from the city.

“There comes a time,” she said, “when the deal has been negotiated, the terms are 
on paper, and believe me, we are at that stage. We now, the developers, need your 
commitment. The private fi nancing and the leasing for River Park Square is there. 
With construction under way, it is time to get the HUD part done. Bring this to 
closure.”

Five days later Cowles had reason be happier. On Monday March 30th the council 
voted 5 to 2 to delegate to city manager Bill Pupo the power to fi nish negotiations 
and to sign the RPS loan documents -- as she had requested -- without bothering 
the council for another vote.

But even better news for Cowles arrived the next day in the form of Murray’s press 
release.

On matters like this -- federal agency decisions -- a U.S. Senator is typically a very 
reliable source. But the story Murray’s offi ce distributed didn’t seem to make sense 
on its face. The actual loan agreement with the Cowleses wouldn’t be signed until 
August. More importantly, the council still had to give its approval to the as-yet 
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uncompleted loan security documents that HUD was going to require the city to 
sign.

Murray’s curious press release and the Spokesman-Review’s jubilant story 
triggered weeks of confusion as project critics and their lawyers made calls to HUD 
offi ces in Seattle and Washington, D.C. to fi nd out what, if anything, had really 
happened.

A month later, on May 4, 1998, Talbott received a clarifying letter. It came, not 
from HUD, but from the White House. Among those confused by Murray’s 
press release was Dinah Bear, the general counsel in President Clinton’s Council 
on Environmental Quality. Bear was responsible for enforcing the federal 
environmental laws that the city needed to comply with before HUD approval was 
even a possibility.

“I understand,” Bear wrote, “that there has been some confusion in regards to 
whether HUD in fact had already approved this loan. As you know at this point 
and as I have recently reconfi rmed, in fact, HUD has not taken such an action. 
HUD offi cials that I have spoken to have affi rmed their understanding that no such 
loan approval can take place until after the completion of the environmental review 
process. “

Months premature, Murray’s announcement cut the legs from beneath RPS critics 
in Spokane. Coming after several weeks of bitter infi ghting at city hall and the 
war of words between Talbott and the Spokesman-Review, Murray’s press release 
offered instant vindication for RPS boosters and left their opponents dazed and 
disheartened.

“I couldn’t understand how she [Murray] could weigh in on this,” Talbott said in 
a recent interview. “I just knew the Cowleses had gotten to Murray.” But it wasn’t 
just Murray. HUD documents show that even before Murray’s announcement, 
both Republican Congressman George Nethercutt and former Spokane Mayor Jack 
Geraghty made direct appeals to HUD to expedite action on the River Park Square 
loan. No one in a position of infl uence, Talbott says, was willing to look carefully at 
the concerns he was raising about the numbers.

“There was nothing you could do,” he recalls. “What could you do with that kind 
of a machine?”

Councilwoman Cherie Rodgers clearly remembers how stunned she was when 
she saw the April 1, 1998 newspaper article. Rodgers says her “disgust” and 
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disappointment with Murray’s involvement caused her to change her political 
affi liation.

“That was it for me,” Rodgers recalls. “I had considered myself a Democrat until 
that point. I never went back to the Magnuson Club after that.” (Named for former 
U.S. Senator Warren Magnuson, the club is an organization of Spokane-area 
Democrats that meets monthly.)

The mystery surrounding Murray’s announcement remains to this day. A Camas 
review of city documents and HUD documents that have been provided to date 
reveal nothing upon which Murray could have based her March 31, 1998 statement. 
The Senator has not responded to a letter sent by Camas last month inquiring 
about the announcement and her role in it. Todd Webster, her Washington offi ce 
press spokesman, was unable to provide any specifi c answers when reached via 
telephone.

“We would not have prepared or sent out a press release,” Webster insisted, 
“unless HUD had given us notice.”

Webster said that a notice of the loan’s approval from HUD could have been 
in writing or over the phone but he did not know in which form it had come, 
or whether the offi ce had ever received anything in writing. When asked if he 
had talked to Rex Carney, the contact person listed on the news release, Webster 
said that he hadn’t and did not even know where Carney had gone after leaving 
Murray’s press offi ce.

THE PRESSURE ON MURRAY AND HUD

What the available documents do indicate is a previously hidden history 
surrounding Murray’s announcement. Records turned over in discovery in the 
RPS federal securities fraud case indicate that Cowles and the city made a special 
effort to win Murray’s support. The documents also indicate that Cowles was able 
to enlist support for her mall from people with longstanding ties to former House 
Speaker Tom Foley.

In a May 30, 1997 memo to Cowles and RPS project manager Bob Robideaux, John 
Hough, an RPS advisor with the Rockey West public relations fi rm, reported good 
news. He wrote that Werner Brandt, a former top Foley aide, “will work to build a 
strong staff advocate [for RPS] within Murray’s offi ce.” Currently, Brandt is listed 
as a governmental affairs “counselor” in Washington, D.C. with Preston Gates & 
Ellis. Preston Gates is the Seattle-based legal fi rm that served as bond counsel to 
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the Cowles-formed nonprofi t corporation that sold $31 million in bonds to fi nance 
the River Park Square garage.

In December 1997, just four months before Murray issued her press release, 
Mike Ormsby, a Preston Gates & Ellis attorney (whose late brother Patrick was 
a long-time district aide to Foley) weighed in. One of Spokane’s best-connected 
Democrats, Ormsby wrote a memo to Judy Olsen, Murray’s eastern Washington 
representative. With Talbott coming to offi ce, Ormsby anticipated Murray would 
be approached both by project critics and RPS supporters to intervene with HUD. 
He downplayed the signifi cance of the HUD loan controversy to Talbott’s narrow 
election victory and tried to assure the senator’s offi ce that, “according to the 
Developer’s attorney, the HUD/City review is as vigorous and detailed as that 
done by commercial bankers.” (Ormsby’s three-page memo did not disclose his 
connection to RPS, fi rst as a paid fi nancial advisor to RPS and then as bond counsel 
for the nonprofi t that would earn tens of thousands of dollars in fees from the sale 
of the RPS garage bonds if the project went forward.)

FORTY-EIGHT HOURS, AND THREE KEY DOCUMENTS

There are at least three compelling documents that, along with Murray’s press 
release, were generated in the space of 48 hours following the Spokane city 
council’s vote on March 30th. Together, the documents indicate that Murray’s 
announcement was not driven by anything HUD had done or had decided to do.

Document #1
March 31, 1998 Spokane assistant attorney Stan Schwartz wrote to Paul Webster, 
director of the fi nancial management division in the Offi ce of Block Grant 
Assistance at HUD. In the key periods of the loan negotiations, Schwartz and 
Webster often communicated on a daily basis.

At the council meeting the night before (March 30), the so-called Cowles Publishing 
Guaranty had been publicly characterized as a good faith initiative by the Cowles 
family that would protect the city’s block grant money. Yet, in this morning-after-
the-vote memo to HUD, Schwartz reported on a discussion earlier that day (March 
31 ) in which he understood the Cowles position to be quite different. Contrary to 
what had been represented publicly, all of the city’s annual appropriation of block 
grant funds would have to be completely exhausted before Cowles Publishing 
Company assets could be touched. Indeed, Schwartz’s letter reports that the 
“triggering event” for the so-called Cowles Guaranty would be either termination 
of the block grant program by Congress or a determination, by HUD, that a 
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reduction in the city’s block grant funds would leave HUD itself vulnerable to 
repay the loan.

But it’s the second paragraph in Schwartz’s letter that shows what was going on 
behind the scenes that day.

“The developer has also requested a letter from you stating something to the 
effect that HUD fi nds the loan structure acceptable as far as the identifi ed revenue 
streams and the collateral forming the basis of the loan are concerned. I suggest 
(and you should consult your counsel) that if you write language in this form you 
indicate that this is not intended to be a basis for legal reliance or estoppel with 
the loan documents establishing the fi nal legal and fi nancial relations between the 
parties.” [Emphasis added.]

Thus, not only was Schwartz alerting HUD to the developer’s request for a 
statement, but because the loan documents were far from complete, he was 
acknowledging such a statement would not be legally binding.

Document #2
This is evidently the letter from HUD that Cowles agents were requesting. 
Authored by one of Webster’s superiors, Kenneth C. Williams, dated March 31, 
the letter does not provide any explanation for why it is being written at that time. 
Indeed, just as Schwartz had recommended, it is top-heavy with disclaimers.

“HUD’s review of the draft loan documents furnished to my staff by the City is not 
complete,” Williams emphasized. There could be additional documents created, 
he noted, and HUD was reserving “the discretion to approve the valuation of the 
collateral” that would be pledged to secure the loan. (At the time, the city had not 
yet even hired anyone to appraise the Cowles collateral.)

“Subject to the foregoing,” Williams wrote after three full paragraphs of 
disclaimers, “HUD fi nds the basic structure of the proposed loan by the City to the 
developer to be acceptable as to collateral and payment terms.”

Perhaps this is the document that Sen. Murray’s press release was built upon. If so, 
it was a very long stretch to construe from one sentence that HUD had approved 
the loan and was ready for HUD Secretary Cuomo to sign it.

Document #3
The third document is the shortest one. It is a “NOTE TO FILE” that HUD’s Paul 
Webster wrote the day after he received Schwartz’s letter and spoke with the 
Spokane attorney on the phone. In documents turned over to Camas Magazine 
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by HUD, Webster’s one-sentence memo was positioned just in front of Williams’s 
letter.

“The attached letter,” Webster wrote, “was prepared at the direction of Saul 
Ramirez [the HUD assistant secretary that both Webster and Williams reported to], 
pursuant to a request transmitted through Senator Patty Murray’s offi ce.”

The juxtaposition of the three documents in time and content suggests it was 
actually Murray’s offi ce that applied the pressure to HUD to write a premature 
letter of approval.

Camas Magazine has fi led suit under the federal Freedom of Information Act 
(FOIA) seeking additional HUD documents that might, for example, bring to light 
the actual request from Murray’s offi ce that is referred to in Paul Webster’s note to 
his fi le.

Legally, at least, Murray’s Congressional fi les are exempt from FOIA. Still, in our 
May 16th letter, Camas made an informal request that the Senator’s staff locate a 
HUD document that may have been the basis for the March 31, 1998 press release. 
Murray’s press spokesman Todd Webster noted that the fi les from that period are 
now “archived in Maryland” and that it would “take quite a bit of time” to look 
through them. He added that he “can say with confi dence” that the offi ce would 
not have put out the March 31, 1998 press release had Murray “not been notifi ed by 
HUD that the loan had been approved.”

1998 WAS AN ELECTION YEAR

For former mayor John Talbott, Murray’s pivotal press release capped months of 
frustration of trying to get any of the federal representatives with constituents in 
Spokane (Murray, Sen. Slade Gorton, and Rep. George Nethercutt) to look past the 
politics of the issue to the fi nances.

Talbott’s bitterness toward Murray has something to do with her popular image as 
an advocate for poor and moderate-income people, precisely the constituents that 
Talbott says he wanted to make sure were protected from a possible loan default at 
RPS. “She was for the low income poor neighborhoods,” Talbott says. “Here she is 
doing something that would do nothing for them.”

Talbott lost his 2000 re-election bid to current Mayor John Powers. But within 
a few months after his departure, city staff was sharing projections showing 
that the former mayor’s warnings were well-founded. The city’s low-income 
neighborhoods are now exposed to potentially massive losses in future federal 
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grant money because of the way the RPS loan was structured. It was Talbott’s 
warnings about these possible losses that got him branded a “civic terrorist” by the 
Cowles newspaper.

On the other side, Cowles and her lawyers say the problems at River Park Square 
were caused in large part by criticism from Talbott, Rodgers and others.

Rodgers says prior to April 1, 1998 she at least harbored the hope that HUD’s 
reviewers would provide a safety net for the negotiations between the city and the 
RPS developer. Murray’s announcement ended that hope, she says.

“Who could you believe?” Rodgers said when asked about her immediate reaction. 
“Who could you trust? What was she [Murray] doing putting out that press 
release? To me this was her way of putting pressure on HUD to fast track this 
process.”

Looking back on it, Rodgers is still struck by the “dichotomy” of Murray’s public 
image and what her “unconditional” support for RPS now presents in terms of the 
projected millions of dollars in future block grant losses.

“I think she ought to own up to it and be held accountable,” Rodgers says. “She 
can’t have it both ways.”

As it happened, Sen. Murray was running for re-election in 1998 against Linda 
Smith, a conservative Republican who then held a western Washington seat in 
Congress. The Spokesman Review has a long and national reputation for endorsing 
Republican and conservative candidates. Though Murray is a liberal Democrat, the 
paper applauded many of her views in an October 30, 1998 editorial endorsing her.

“Patty Murray gives the region a voice in the Democratic side of the nation’s power 
structure and that is important given voters’ preference for divided government,” 
said the editorial. Among other attributes, the paper found, “Murray recognizes the 
value of federal fi nancing to revive areas like downtown Spokane. She supports the 
River Park Square project, undertaken by the city and this newspaper’s corporate 
owners.”

Murray had lost Cherie Rodgers’s trust, but she won the election easily.

THE END
Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook 
and Judy Laddon.
Download Camas letter to Sen. Murray, with attachments.
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DOCUMENT OF THE WEEK (JUNE 20, 2003)
RPS to city: Change his mind, or change the lawyer

BEHIND THE SCENES in the formative days of River Park Square, the city was 
under enormous pressure to bend to the will of Betsy Cowles.

This August 11, 1997 letter from Cowles attorney Duane Swinton to city bond 
counsel Roy Koegen illustrates the point.

In order to sell tax-exempt bonds to get the money to buy the garage from Betsy 
Cowles, Koegen knew the renovated garage had to operate under strict federal 
rules. But Cowles -- Swinton’s client -- had entered into an agreement with her 
anchor tenant, Nordstrom, to operate the garage under terms stipulated by 
Nordstrom. For a publicly fi nanced facility, this represented an illegal agreement 
that would scotch the deal. The problem was, as Swinton informed Koegen in a 
June 30, 1997 letter, the Nordstrom lease terms weren’t negotiable.

That may be, Koegen replied, but they were also terms the city could not legally 
accept. For a second opinion, Koegen turned to attorney William Mantle, a tax 
expert with Preston, Gates & Ellis. (As bond counsel to the Spokane Downtown 
Foundation that would actually buy the garage “on behalf of” the city, Preston 
Gates would have to issue the fi nal blessing on the transaction.) Mantle set his 
marker down in a July 31, 1997 letter.

No can do, he said.

“We are aware of the importance of the project for the Spokane area,” he wrote, 
“but we have been blocked in all our attempts at crafting a business deal that meets 
tax rules.”

That didn’t deter Swinton. In his August 11, 1997 letter to Koegen, Swinton said 
he’d reviewed Mantle’s letter “and we either have to get him to change his mind 
immediately (which appears to be doubtful) or we need an opinion from other tax 
counsel on this issue.”

Swinton wrote to Koegen again on August 26, 1997, requesting to see if there were 
“other possibilities of obtaining a different interpretation of the federal tax law.”
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Under the relentless pressure from Swinton, Koegen somehow persuaded Preston 
Gates to revise its opinion. In a July 1, 1998 letter to then-councilman Orville Barnes 
(found in documents released last year), Koegen listed his fi rm’s accomplishments. 
Among them: “We were asked to do research and convince Preston that the bonds 
issued by the Foundation would be tax exempt. We were successful in doing so.”

The IRS later concluded that Bill Mantle was right the fi rst time. In two 
“preliminary adverse determinations” of the bonds’ tax status, IRS has cited 
Nordstrom’s control over the garage as a blatant violation of federal tax rules.

THE END

To download the Duane Swinton letter to Roy Koegen, dated August 11, 1997, click 
here.
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ALL THE USUAL EXPERTS — PART 1  (JUNE 26, 2003)
How the ghost of River Park Square haunts the convention center project

THE GATE CRASHER

ON THE MORNING OF MAY 2, what was supposed to be a routine, invitees-only 
“leadership team” meeting to resolve the last sensitive details of the convention 
center expansion was suddenly disrupted by an uninvited guest. The unwelcome 
visitor was Erik Skaggs, newest director of the Spokane Public Facilities District.

The PFD, as it is called, is the organization trying to expand the convention center. 
The private leadership team meetings between hand-picked city, county, Spokane 
Valley, and PFD representatives have been the venue for working out the details 
of how bond buyers will get paid back, and how local taxpayers will shoulder the 
burden of some $300 million in long term public debt.

Skaggs had been told to stay away from the meeting. PFD chairman Bill Williams 
had informed him that two other district board members -- Williams himself and 
attorney Shaun Cross -- would be there. Skaggs’s presence, Williams explained 
to him, would constitute a quorum of the district board, and under state law that 
would make the leadership team gathering an open public meeting.

Williams didn’t want that. Neither did Spokane mayor John Powers nor county 
commissioner Kate McCaslin. With the advice of city and county attorneys they 
had settled on the “leadership team” concept as way to lay the convention center’s 
fi nancial foundation without a quorum being present. That obviated the legal 
requirement to notify the press and public and to keep offi cial minutes. In effect, it 
made the convention center expansion a kind of black budget project, invisible to 
outsiders.

To critics of the project, the shrouding of the leadership team meetings was a 
disheartening signal that Spokane’s movers and shakers hadn’t learned anything 
from the recent debacle at River Park Square. As continuing discovery in the 
RPS securities fraud case makes clear, the public never really had a chance to 
understand the extraordinary public risks embedded in a thickly complicated 
transaction that was rammed through the Spokane city council under the pretext of 
economic emergency.

The push to expand the convention center has something of a mom and apple pie 
air to it, having won conceptual support from Spokane voters last year. But, like 
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RPS, there is a long trail of hidden confl icts and closed decision-making that is, to 
say the least, disquieting. While the ostensible public support for the expansion 
seems to guarantee a fi nancing package will get the votes it needs at the city, the 
county and the PFD, the dark cloud over the expensive project looks much the 
same as the one that is currently dumping buckets of red ink and lawsuits on River 
Park Square. Would voters have supported the convention center expansion if 
local journalists had done a better job reporting on the PFD’s stormy history? Will 
investors be provided the full material disclosure that securities laws require, and, 
if they are, will there be any buyers for the tens of millions of dollars in bonds the 
PFD now plans to sell?

Skaggs was determined to confront the project’s closed “leadership” sessions 
when he arrived at the May 2nd meeting. He thought the project should be open 
to public oversight at every step of its development. The moment Skaggs appeared 
in the PFD conference room next to the Spokane Arena, PFD board chairman Bill 
Williams bristled.

“What are you doing here?” Williams demanded, according to Spokane city 
councilwoman Cherie Rodgers, who witnessed the confrontation, also as an 
uninvited guest.

Skaggs said, “Well, I wanted to see what this leadership meeting is all about.”

“You know there can’t be more than two of us here. You know that. Who put you 
up to this?” demanded Williams.

“I just wanted to see what was going on,” said Skaggs.

“Oh, come on,” Williams shot back. “You’re not your own person.”

Rodgers was stunned by Williams’s rage. “I’ve never seen that side of him before. 
He was extremely angry, and extremely resentful, and extremely forceful. [He] kept 
saying, ‘What are you doing here? Why are you doing this? What are you up to? 
Who’s pulling your strings? You don’t ever do anything without somebody pulling 
your strings.’”

As the confrontation unfolded, says Rodgers, the invitees -- bond lawyers, staffers, 
a few elected offi cials (including John Powers and county commissioner Kate 
McCaslin) -- nervously looked at their notepads or left the room.

City councilman Steve Corker, who, like Skaggs and Rodgers, also attended the 
meeting sans invitation, saw the disturbance, too.
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“I was surprised that he expressed that much emotion in front of the group,” says 
Corker. “Bill is usually always someone who’s in control. That’s probably the fi rst 
time I’ve seen him lose his quote-unquote cool and show emotion. [He] was very 
upset. His face was red, his voice was very stern. His voice cracked.”

Williams ordered Skaggs to leave. Skaggs refused, saying that he had been 
appointed to serve the public’s interest and that’s what he intended to do.

Williams and Powers then stepped into an adjacent room to confer. When Corker 
followed, Powers barked, “This is a private discussion, do you mind?” and 
slammed the door in his face.

After a few minutes, the mayor and district chairman rejoined the group. Williams 
had recovered his composure, but Powers wore a menacing expression, say 
witnesses. Williams announced that since Skaggs was determined to stay, he 
himself would leave in order to prevent the gathering from becoming illegal.

“I’m going fi shing,” said Williams.

With that the meeting began.

Skaggs sat between Cross and district executive director Kevin Twohig, both of 
whom greeted him cordially, provided him with documents and a quick briefi ng. 
The reception he got from Mayor Powers was a different matter.

Powers, he says, “was sitting right across the table from me, visibly shaken by my 
attendance, and leaned forward and glared into my eyes for several minutes as 
if he was trying to telecommunicate to me some kind of threat... which I found, 
again, to be very bizarre behavior... I don’t represent the city’s interest. I represent 
the district’s interest, so he shouldn’t care why I’m in attendance in this meeting.”

Powers didn’t respond to several interview requests.

Before the discussions could begin, says Skaggs, Corker rose, requested the group’s 
attention, “and asked the question, ‘Why is this not an open meeting? Why is this 
closed to the public?’”

There was no answer.

Corker next asked, “Is there anything being discussed here today that the public 
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should not be aware of?” Around the table, says Skaggs, there were general 
murmurs of, ‘No, no, nothing here that the public shouldn’t know about.’”

Although Corker then condemned the secret leadership team meetings, Skaggs 
began to feel more relaxed. Except for Powers, says Skaggs, everyone around 
the conference table was “very welcoming. They smiled, acknowledged my 
attendance... I felt at that point that the discussions were above board, very open, 
very candid. I felt that all the parties that were at the table were attempting to 
represent their clients’ interests the best way possible.”

Skaggs estimates that “60 percent of the discussion” dealt with protecting 
taxpayers from excessive fi nancial risks. He said he basically felt good about the 
meeting after the confrontation with Williams.

Corker and Rodgers didn’t feel that way at all. They felt the meeting epitomized 
Spokane’s culture of furtive government with all its attendant dangers. Because 
Powers had kept the city council in the dark about the leadership team discussions, 
Rodgers and Corker had heard only his reassurances about how well the talks were 
going. But they observed Commissioner McCaslin taking a very hard line. This 
formed a different picture from the one Powers had been painting.

An April 25 memo prepared by Spokane city attorney Mike Connelly and his 
assistant James Richman for the leadership team meeting which Skaggs had just 
crashed offered a glimpse of the deal’s high stakes. The terms then on the table put 
“the City in the position of guarantying not only the $70 million in District bonds 
but also the $2.5 million reserved exclusively for the County’s and Valley City’s 
bonds,” wrote the city’s lawyers.

A “Convention Center Project Financing Summary” prepared by Seattle-Northwest 
Securities Corporation for the same meeting put the city’s “absolute, worst case 
liability” at $130 million.

If the convention center was being expanded by the PFD, and fi nanced with PFD 
bonds, wondered Corker and Rodgers, how could so much city money be at risk?

Whatever the political answer to that question, for taxpayers securing the 
transaction the devil was in the details of what is called the interlocal agreements. 
These are the covenants between the PFD, the city, county, and new city of Spokane 
Valley. The agreements were so complicated, according to Jered Black, one of the 
county’s bond attorneys, that no one who hadn’t attended the leadership team 
meetings could ever hope to understand them.
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That, of course, was the Catch 22. The meetings had been designed by Williams, 
Powers and McCaslin to exclude uninvited offi cials like Skaggs, Corker and 
Rodgers, as well as the press and general public.

“I think the fear is that if you have... the press at too early a level you would 
invite political pressures that would prevent any sort of deal from ever coming to 
fruition,” says Black.

Except for the account provided Camas Magazine by Skaggs, Corker and Rodgers, 
Spokane taxpayers would never know what happened at the May 2 meeting. 
McCaslin demanded an unconditional legal opinion that the deal the city wanted 
wouldn’t violate Section 85 of the city charter, according to the witnesses. (If 
Section 85 applied, the project would require a public vote.) McCaslin also 
demanded an unconditional legal opinion that the diversion of city property taxes 
the county required in order to protect county taxpayers also was legal.

The legal guarantees McCaslin demanded meant that, in the event of a River Park 
Square-like securities fraud lawsuit, the law fi rm making the guarantees would 
have to expose its insurance carrier to the liabilities of a bond sale totaling $96 
million. Would any fi rm be willing to make such a bet against legal fees not likely 
to exceed fi ve fi gures?

Rodgers says city attorney James Richman shook his head and said, “That’s not 
going to fl y.”

McCaslin’s fi nal demand: if county funds ever had to be tapped to repay 
bondholders because of a River Park Square-like revenue defi ciency, she wanted 
the titles to the arena and convention center. She really didn’t want the county to 
wind up owning distressed properties, she explained. But unless the city pledged 
hard assets to cover exposure of county funds, all she had was “the city’s naked 
promise.” That wasn’t enough for her.

Corker and Rodgers were shocked by the May 2 debate. Eight different times 
the interlocal agreements had been presented to the city council as essentially 
concluded, says Corker. On “three or four different occasions,” he says, the PFD 
had appeared before the council and asked it to approve the city’s participation 
in the deal, saying it was close to being done. Indeed, a very serious push for 
the council’s endorsement of the project fi nancing was made late last year. It 
was supposed to have resulted in a council vote near Christmas. That vote was 
postponed, but thereafter, on an almost weekly basis, the city’s lawyers assured the 
council that the needed documents were just days away from being in a form the 
council could vote upon. Now Rodgers and Corker could see it wasn’t close at all. 
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The city and county were still miles apart on who would bear the real risks of the 
convention center. They felt the city council and public had been misled about the 
project’s status.

According to Corker, McCaslin, “two or three times said, ‘Well, I guess the deal’s 
dead.’”

“McCaslin is in control,” concluded Rodgers.

The frustration of everyone around the table, including city administrator Jack 
Lynch, was palpable. “Jack Lynch’s absence of color in his face told the story,” said 
Corker.

“When I went into that meeting,” said Corker, “and saw the bickering and the 
arguing going on -- I cannot believe that they’ve been at this thing for two years. It 
just astounded me either how far they haven’t come or how far they have to go in 
order to bring these [interlocal agreement] documents to us.”

Since the May 2 leadership team meeting, the convention center project has 
metamorphosed once again in a way that further underscores what Corker calls 
the “unbelievable turmoil” surrounding the project. The deal, which the PFD now 
has scheduled to vote on next Tuesday, has eliminated the city guarantee of bond 
repayments city attorneys earlier warned about, according to city attorney Mike 
Connelly. Under the present arrangement, says Connelly, the fi nancial exposure of 
the city he and Richman warned about in their April 25 memo has been eliminated.

DIZZYING EVOLUTION

The latest iteration of the convention center fi nancing plan is a long way from the 
original concept. Planners at fi rst expected the county to sell $96 million of bonds 
to fi nance the project. Having the city sell the bonds was out of the question, 
explained county bond counsel Roy Koegen, after the damage done to the city’s 
bond ratings by River Park Square. The project’s future clouded over a few months 
ago when the county refused to sell the bonds. After that, the onus fell to the PFD.

The PFD manages the Spokane Veterans Memorial Arena. Until the latest proposal 
was put forward, the convention center’s bond lawyers were saying the PFD lacks 
fi nancial capacity to sell the bonds by itself. Because of that, the deal required what 
Koegen called “credit enhancement” in the form of a pledge of security from either 
the city or county of Spokane. If the convention center doesn’t generate enough 
revenue to pay off the bonds, city and county money would have to pick up the 
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slack. Otherwise, at least until now, the verdict was that the deal couldn’t be done.

Erik Skaggs isn’t sure that would be a bad thing. There’s a lot about the convention 
center project he doesn’t like. He is suspicious that the project’s most powerful 
advocate is the RPS developer, the Cowles family. He refers to the Cowleses as “the 
primary benefi ciary, as outlined in the 1999 downtown plan” of the convention 
center project because of the crowds the project will bring within shopping distance 
of the Cowles’s downtown mall. It also bothers him that attorneys playing lead 
roles in the project were also the key legal architects of River Park Square.

“I think that we are driving to build a facility, and nobody can really explain 
adequately why we’re doing this, and quantify for me the positive impact of this 
massive investment in our community,” he says. “I do have concerns about why 
we are doing this project at all. There seems to be an invisible hand that is pushing 
everybody forward to do this. And when I ask the question why, it’s for some 
obscure economic result. Well, I’m concerned that perhaps there is a more direct 
fi nancial benefi ciary out there that perhaps has got infl uence in this process that 
may not be in the general public’s interest.”

MYSTERIOUS DIRECTOR

The abrupt appearance of Erik Skaggs on the stage of the long-running convention 
center drama is, to many, one of the more interesting recent expressions of local 
political intrigue.

A veteran political activist, Skaggs is a vice president of Metropolitan Mortgage 
and Securities, a company that is probably the foremost corporate anathema to 
Spokane’s Old Guard. Metropolitan’s owner, C. Paul Sandifur, Jr., stands out as 
one of the most outspoken critics of Spokane’s old boy network. He typically backs 
politicians -- like former mayor John Talbott -- who aren’t afraid to challenge the 
establishment’s agenda. Expansion of the convention center is clearly the next big 
thing on the establishment’s agenda.

In “Charting the Future: The Plan for a New Downtown,” the 1999 study the City 
of Spokane co-authored with the Downtown Spokane Partnership, convention 
center expansion was to follow closely on the heels of River Park Square. Like the 
Cowles-owned shopping center, the convention center requires a substantial pledge 
of public funding -- the $300 million in long-term public debt actually dwarfs the 
public outlay for RPS.

Skaggs was offi cially appointed to the PFD on March 25, 2003. He arrived 
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loaded for bear. At his fi rst board meeting, April 1, he objected to the law fi rm 
the PFD wanted to retain to advise it on the convention center bond sale. The 
fi rm, Preston Gates and Ellis, played a central role in the RPS transaction and is 
a named defendant in the resulting securities fraud litigation. Preston attorney 
Mike Ormsby, who served as counsel to the seller of the RPS garage bonds, now 
represents the new city of Spokane Valley in the convention center transaction.

“I’m uncomfortable with how this fi rm represented itself in the River Park Square 
issue, and how it constructed that deal, and I think that we want to stay well away 
from that whole situation. And I think it’s good to bring in some fresh blood, new 
perspective, somebody who’s not tangled up in that web,” explained Skaggs.

The PFD long ago stopped tape-recording its meetings, but since then Clark E. 
Hager, a retired Spokane Valley business owner and former Valley chamber of 
commerce president, has attended and recorded every meeting. Skaggs’s comments 
are preserved on Hager’s recording of the April 1 meeting.

PFD chairman Williams countered: “I think what you’re saying is valid. On the 
other hand, I wouldn’t want us to continue to use River Park Square as an example 
for everything that happens in life. The Civil War and whatever we’ve got going 
on today are two different things. And I would hope that... those who were 
involved with River Park Square have learned their lessons. Probably [we’re] safer 
with those people than the people that haven’t learned the lesson... I hate to just 
continually fi nd fault every day with somebody that was involved in River Park 
Square. That issue is behind us, and those who were involved with it probably 
don’t need to be told anymore that things have to straighten out and not be the 
same.”

Skaggs wasn’t persuaded by this argument, and he was determined to sack Preston 
Gates. Despite his lack of tenure on the PFD board, he had a card to play. Because 
Ormsby wanted to represent both Spokane Valley and the PFD in the project, the 
PFD needed the Valley to sign a confl ict-of-interest waiver.

Immediately after Skaggs and Williams crossed swords at the April 1 board 
meeting, PFD executive director Kevin Twohig and board member Shaun Cross 
drove out to meet with the Valley city council and request the waiver be granted. 
Skaggs was one of the leaders of the Valley incorporation movement, and as 
Twohig and Cross were en route to make their appeal, Skaggs placed cell phone 
calls to Valley council members.

After Twohig and Cross made their pitch, the Valley city council voted 6-0 not to 
waive Preston’s confl ict. So Preston Gates, one of the nation’s largest municipal 
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bond fi rms, was out of the PFD picture. Skaggs had his fi rst victory.

He wanted another.

Skaggs has also objected to the involvement of former assistant city attorney 
Stanley Schwartz. Now with the law fi rm of Witherspoon Kelly, which represents 
RPS developer Betsy Cowles, Schwartz has drafted for the PFD the all-important 
interlocal agreements that will bind local taxpayers to paying off the bonds. At the 
same time, Schwartz is also serving as Spokane Valley’s legal counsel.

Two things trouble Skaggs about Schwartz’s involvement. The fi rst is that a 
lawyer employed by the Cowles’s law fi rm is drawing up a contract that will bind 
Spokane taxpayers to retiring hundreds of millions of dollars of debt for a project 
that Skaggs charges will benefi t the Cowleses more than anyone else. The second 
thing that bothers him is the serious harm Schwartz did to the city’s interest in the 
RPS controversy.

Schwartz was Spokane’s lead RPS attorney, and he played a pivotal role in 
misleading the public to believe that Cowles real estate was putting up its own 
collateral for the $22.65 million HUD loan the city extended to the Cowleses. 
Records show that Schwartz knew the city had pledged several million dollars 
of its own block grant money in lieu of Cowles collateral. ( See “Scenes from the 
Inside Job.”)

“He didn’t tell us the truth,” says city councilwoman Rodgers of Schwartz’s 
handling of the Cowles collateral matter.

Schwartz has refused to discuss the matter with Camas.

Skaggs says that he has twice confronted Schwartz with his present confl icts of 
interest, and that both times Schwartz has assured him that he has the integrity not 
to let his various interests affect his performance.

After Preston Gates exited, the PFD faced a crisis. It needed a new bond counsel. 
Skaggs wanted to fi nd an independent fi rm. He personally appealed to the Seattle 
law fi rm of Foster Pepper & Sheffl eman. Foster Pepper agreed, so the problem 
seemed to be solved.

What Skaggs didn’t realize is that the new fi rm is also deeply entangled in the RPS 
web. As it happens, Foster Pepper represented the RPS underwriter, Prudential 
Securities. Both Prudential and Foster Pepper are named defendants in the RPS 
securities fraud case. While Foster Pepper’s Hugh Spitzer attended the May 2 
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leadership team meeting, he couldn’t make the May 5 session. He was in Seattle, 
being deposed in the RPS securities fraud lawsuit.

To be continued...

Erik Skaggs wasn’t the fi rst PFD offi cial to question what was going on at the 
organization behind the scenes.
To go to Part 2, “THE NOTE-TAKER & THE WIZARD,” click here.

To go to Part 3, “SKULLDUGGERY,” click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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DOCUMENT OF THE WEEK  (JUNE 30, 2003)
The Cowles Family’s Favorite Bank

IN NEGOTIATING the River Park Square public-private partnership, the city of 
Spokane had a problem. The developer, the Cowles family, rigidly insisted on 
restricting its fi nancial liability. This meant that its partner, the city, would have to 
take on more risk if the project was to go forward.

It was a tricky dilemma for the pro-RPS city council and city staff, who were as 
committed as the Cowles family to keeping the deal out of sight. A public glimpse 
of the truth could have been the political death knell for the project.

In early 1998 the Cowleses were fi ghting to limit the sources of repayment on their 
$22.65 million, federally backed loan from the city. They wanted to keep the assets 
of Cowles Publishing Co. safely out of reach.

The federal Department of Housing and Urban Development (HUD) was troubled 
that the Cowles promissory note for the loan was “non-recourse”-- meaning 
that the bulk of Cowles assets were contractually out-of-bounds in the event the 
family’s real estate companies defaulted on the loan.

At the recommendation of HUD, the city made one last try to strike a more 
reasonable deal.

The Camas “Document of the Week” goes to the heart of this issue. It is a February 
9, 1998 memo from assistant city attorney Stanley Schwartz to the pro-RPS city 
council fi nance committee and senior city staff.

In the memo Schwartz reports he’s been told that there’s no room for movement 
from the Cowleses because the family was concerned, among other things, that 
a “recourse” note would appear as a liability and “therefore would make less 
money available [to the project] through private fi nancing.” A remarkable potential 
consequence of this arrangement: “the City could fi nd that the developer is making 
a profi t yet the City must use its CDBG funds in order to make payment on the 
Note to avoid default.”

“CDBG funds” is a reference to the city’s annual federal community development 
block grant money, which the city was required to post as security. Schwartz’s 
alarming analysis was that the city could wind up using federal grant money 
intended for Spokane’s poorest neighborhoods to help the city’s wealthiest 



Camas Archive  —509—

family pay the mortgage on River Park Square even while the family was reaping 
profi ts from the upscale shopping mall. In the memo, Schwartz notes he sought 
compromises in order to reduce the grant fund exposure but that his proposal was 
rejected by a Cowles negotiator. On the second page of the memo Schwartz details 
the “collateral alignment” the Cowles negotiator “desires.” His succinct description 
of the alignment clearly shows that the city’s future block grant money would be 
tapped before Cowles Publishing assets, if collateral for the Cowleses’ loan was 
needed.

In two subsequent public meetings, Schwartz and other knowledgeable city 
offi cials were questioned closely about the collateral alignment. Videotapes of 
those meetings clearly show they misled their questioners and the public with their 
answers. In both instances, the public was told that the Cowles “pledge” would 
protect the city’s block grant money when, in fact, the reality is that the block grant 
money was being used to protect the assets of Cowles Publishing Company.

As things now stand, the city is headed toward a multimillion-dollar default 
(between $6 million and $14 million) on the loan to River Park Square.

Because these loan arrangements were misrepresented, even to the extent of telling 
outright falsehoods in public meetings, the burden of a default on the HUD loan 
will probably be shouldered by Spokane’s poorest citizens.

The city kept the Schwartz memo from Camas Magazine for more than two years 
after it was originally requested. The magazine’s lawyers assert it was illegally 
withheld, along with dozens of other city RPS documents. But a Spokane superior 
court judge ruled against the magazine last year. That decision is being appealed.

THE END

To download the Feb. 9, 1998 memo from Stanley Schwartz, click here.
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CAMAS APPEALS RPS RECORDS DECISION  (JULY 1, 2003)
Magazine says Spokane judge erred in letting city off the hook.

CAMAS MAGAZINE IS CHALLENGING an August 2002 Spokane superior court 
decision not to sanction the City of Spokane for illegally withholding 81 documents 
for more than two years.

In a brief fi led Monday with the state court of appeals, lawyers for Camas contend 
that Judge James M. Murphy erred when he decided not to sanction the city for 
withholding the records. The judge agreed with the city’s special counsel, Laurel 
Siddoway, that the magazine’s claim relating to the River Park Square documents 
was “moot,” because Murphy had already ruled in another RPS case that the 
documents had to be released.

A Camas reporter fi rst requested the records in January 2000. The documents were 
fi nally released in March 2002.

Camas attorneys now argue that by allowing the city to escape sanctions for 
withholding the documents, the courts would be rewarding a city that “has 
illegally delayed disclosure of embarrassing (and incriminating) documents for 
over two years, with no adverse consequence.”

The magazine is being represented in its appeal by Seattle-based attorney Steve 
Berman. The law fi rm of Hagens Berman is widely recognized as one of the 
nation’s foremost advocates in cases involving the rights of citizens and investors. 
This is the fi rm’s fi rst case focusing on enforcement of a state public disclosure law. 
Hagens Berman is being assisted by Spokane’s Center for Justice, which argued the 
case before Murphy.

“We wanted to take the case, because the issues are important and the city’s 
violations of the Public Records Act are so egregious,” said Berman.

The records at issue in the appeal fi led Monday are a relatively small but important 
subset of the hundreds of documents Camas alleges were illegally withheld by the 
city. The records consist of memos and notes from the fi les of former assistant city 
attorney Stanley M. Schwartz that the city claims were exempt from disclosure 
because they contained privileged communication. (Schwartz left that position 
in 1999 to work for Witherspoon, Kelley, Davenport and Toole, which has long 
represented the Cowles family, developer of River Park Square.)
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The central argument in the Camas appeal is that the state’s public records law 
mandates sanctions against the city regardless of whether it was the magazine’s 
lawsuit that ultimately resulted in the release of the documents.

The magazine’s lawyers point out that the city did not even attempt to dispute or 
rebut Camas’s document-by-document analysis of why the records never qualifi ed 
as privileged communications. The appeal also notes that Murphy himself never 
examined most of the documents Camas put at issue to determine whether or not 
the city’s privilege claims were valid.

The Camas brief also asks the appeals court to look at the broader picture of the 
River Park Square story and the facts that the magazine’s reporting and other 
investigations have brought to light. In this context, Camas asserts, the decisions 
to withhold the documents were part of an illegal conspiracy to enrich the River 
Park Square developer. The broader picture is important, Camas insists, because 
any claim of attorney-client privilege is disallowed under state law when the 
communications for which the privilege was asserted “were in furtherance of a 
fraud or other illegal conduct.”

THE END

To download the Camas Appellate Brief, click here.
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DOCUMENT OF THE WEEK (JULY 7, 2003)
Betsy to Bob: “Divide and conquer” city hall

TO MOVE PUBLIC OPINION in Spokane, Betsy Cowles had a media empire with 
which to promote her downtown mall redevelopment. To move city offi cials she 
preferred a much more direct approach. In early 1995, as a fi rst step in “working up 
a plan of action and strategy” aimed at city offi cials, Cowles sent a 10-point memo 
to Bob Robideaux, her River Park Square project manager.

“The only way we are going to get all this done,” she proposed, “is to divide and 
conquer as much as possible.”

In the March 9, 1995 memo, recently released as part of RPS litigation, Cowles 
advocated an intensive effort to individually approach key council members 
in order to sway the city to funnel millions of dollars in public subsidies to her 
project. The personal lobbying efforts would be integrated with those of a new 
public relations fi rm whose fi rst priority would be to “paint the negative, as well as 
the positive” picture for why Spokane needed to subsidize the RPS expansion.

Her memo shows she understood that asking for the HUD Section 108 loan, and 
asking for Spokane’s parking meter revenues, would be controversial. If she could 
promise that Nordstrom was loyal to downtown, and that downtown would 
whither without Nordstrom, then she could make her case. “I recognize the time 
crunch this puts us in, but think the danger of going public too soon is big. The 
danger is not losing Nordstrom, but rather having public support swing the wrong 
way meaning we don’t get the public money we need to keep Nordstrom.”

Her campaign was successful, though it frequently caused resentment in the ranks 
of city offi cials, many of whom objected to what they saw as strong-arm tactics.

“It was the kind of thing,” former city manager Henry Miggins observed fi ve 
years later, “where the [River Park Square] developer says ‘I want’ and the city 
delivered.”

The memo shows Cowles felt comfortable in dealing with then-mayor Jack 
Geraghty. For regular meetings with the mayor, she didn’t think her offi ce 
above the Spokesman-Review newsroom was a “great choice” because of all the 
“reporters coming and going from our building.”
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She was concerned about councilman Joel Crosby, who was then heading up a 
city council economic development team. Crosby clearly had to be brought along 
because of his position and interest in the project.

“We need to set up an informational meeting with Joel Crosby as soon as possible,” 
she wrote. “Using the divide and conquer theory, I don’t think you have to come 
along if your plate is full.”

Yet, as things turned out, Crosby would resist the large subsidies that were 
ultimately packed into the RPS garage transaction. The generous garage package 
only passed the council after Crosby’s term expired at the end of 1995.

She was cognizant of the council member most resistant to her project: “...we can 
draw straws as to who gets to talk to Chris [Anderson].”

The memo shows that Cowles realized asking for the $22.65 million HUD loan 
would put Spokane in a dicey position, because the Nordstrom lease payments 
were not expected to cover the loan repayment.

“If we really do need people to pitch in so the Nordstrom store works on paper 
for the City (and I think we do. I don’t think we can ask the City to swallow the 
difference between the [Nordstrom] income and loan payments, especially if there 
is no [Cowles] letter of credit),” she wrote, “we need all of those people to stand up 
and say yes this is right and we are committed to spending our money too.”

Her memo shows Cowles understood that her entire plan would be a lot to 
swallow. She wrote, “I see us going to the City Council for things in stages, not 
one big package... First, we need to rekindle the ‘save Nordstrom and downtown’ 
fervor.”

THE END

To download the March 9, 1995 memo from Betsy Cowles to Bob Robideaux, click 
here.
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ALL THE USUAL EXPERTS — PART 2 (JULY 7, 2003)
The Note-Taker and the Wizard

KRIS MOTE WAS DAZZLED by the talents of Roy Koegen. She considered him 
a wizard of municipal fi nance, a man who could “do anything, make anything 
happen” in his world.

It is a world -- public fi nance -- that hardly anyone but insiders understands. 
Although its tendrils touch the income of every household, it is so legally and 
fi nancially complicated as to border on the occult.

But while Koegen’s skills impressed Mote, she worried from the beginning that 
maybe he sometimes got away with coloring outside the lines, because few but him 
knew where the lines were.

Mote and Koegen might never have met if the old Coliseum hadn’t become a civic 
embarrassment. After years of neglected maintenance, the structure was crumbling 
and its ice-making machinery could barely freeze water for hockey games.

Throughout the ‘80s, the city and county fought turf wars and couldn’t agree about 
building a new arena. The local business leadership group “Momentum” quietly 
paid for political campaigns to get voters to fund the Coliseum’s replacement. 
But in a stubborn display of distrust in the community’s power brokers and 
government, voters four times turned down ballot measures to build a new facility.

A breakthrough came in 1989, when the Washington legislature created a new kind 
of governmental entity called the public facilities district. On November 6, 1990 
county voters approved the creation of the Spokane Public Facilities District. They 
were promised that the PFD would be an independent entity, not tied to the city 
or county, created with the express purpose of building a sports arena. The PFD 
would do just this one thing.

Mote became the PFD’s fi rst executive director. She believed the PFD was uniquely 
poised to make a dream come true, to “do government right,” in an openly 
accountable way the public could understand and trust. A small, olive-skinned 
woman with dark hair and smoldering intensity, she was a political idealist who 
once worked on the staff of Sen. Roman Hruska (R. Neb.) in Washington, D.C. She 
fi gured prominently in the national movement to give women the right to have 
abortions.
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Once Mote was installed in her PFD post, it was inevitable that her path and that of 
Koegen should cross.

Longtime bond counsel to both the city and county of Spokane, Koegen drafted the 
enabling legislation, sponsored by Sen. Jim West, that brought Washington’s public 
facilities districts into existence.

Voters liked the concept. These districts were independent mini-governments, set 
up for special purposes -- like building the new Seahawks and Mariners stadiums 
in Seattle and a bright new sports arena for Spokane.

But Spokane’s PFD was born with problems. Voters approved its creation based on 
a commitment from the hospitality industry of a two percent room tax. But they 
rejected a property tax increase. As a result, the PFD had only 40 percent of the 
revenue it needed. It was in business in name only. By giving it a license to operate, 
but not enough of a checkbook to go to work, the Spokane electorate continued to 
express its deep-seated taxation fears.

Mote says the PFD’s fi nancial advisers -- Koegen, Alan Dashen of Seattle 
Northwest Securities Corporation, and Robert Campbell of Lehman Brothers -- 
immediately urged the PFD to sell bonds to fi nance arena construction.

The fi nancial advisers, says Mote, were eager to sell the bonds before the clock 
ran out on a special “transition tax rule,” which Koegen had written for former 
Congressman Tom Foley’s sponsorship in 1988.

This special rule governed how much money could go to private parties in a tax-
exempt bond sale to fi nance a new arena.

Prior to 1986, the IRS permitted 25 percent of tax-exempt municipal bond proceeds 
to be used for “private activity.” Then, a rule change imposed that year slashed 
permissible private activity to 10 percent. The Koegen-drafted/Foley-sponsored 
transition rule would allow 25 percent of the bonds sold to fi nance this one project 
-- construction of a new Spokane sports arena -- to go to private parties. The catch 
was, the bonds had to be sold before December 31, 1990.

That deadline notwithstanding, the PFD rejected the advisers’ recommendation 
to sell the bonds, saying that voters hadn’t given them the necessary fi nancial 
mandate.

“The district turned them down fl at,” said Mote. “And they kept coming back to 
us, and we kept saying no, that we had no authority to issue bonds, and no means 
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of repayment, that we had only secured about 40 percent of the fi nancing we 
needed with the hotel/motel tax. And we needed to come up with another method, 
and take that to the voters to secure the other 60 percent. So we clearly weren’t in 
a position to issue bonds that we couldn’t repay. We thought it was unethical, and 
very premature.”

Premature though its own bond sale might have been, the PFD came under 
immediate political pressure it couldn’t ignore. According to both Mote and former 
PFD board chairman Carl Lind, the city’s business leaders wanted to get bonds 
sold to move the arena along. City and county offi cials joined in that push, they 
say. Minutes of the November 21, 1990 board meeting show that both the city and 
county offered to sell bonds in order to provide interim arena fi nancing.

The PFD board accommodated the pressure by mounting an aggressive outreach 
campaign. Minutes of a special December 11, 1990 PFD board meeting show that 
sessions were planned that day with the city and Valley chambers of commerce, 
the regional convention and visitors bureau, and a pro-arena group called FANS 
‘90. Special guests at the December 11 board meeting were Spokesman-Review 
publisher Bill Cowles, ONB president Dave Clack, and Washington Water Power 
chairman Paul Redmond.

“WE WEREN’T BEHOLDEN TO THE CITY”

What happened next is inexplicable.

On December 28, 1990, scarcely a month after the PFD’s creation as an ostensibly 
independent government, the city and county rushed to sell $30.8 million of bonds 
between them to build the new arena. Why? Why were the city and county acting 
on PFD business? What were they doing getting involved in the arena’s fi nancing 
after voters had four times rejected their involvement in the project?

Kris Mote couldn’t answer that question at the time, and she can’t answer it now. 
Without a clear explanation, anyone trying to piece together the history of the PFD 
to understand how the new arena was fi nanced, and how its fi nancing can now 
be leveraged to expand the convention center, is left with more questions than 
answers.

The record itself is a shadow play of government decision-making. Minutes of the 
November and December 1990 PFD board meetings suggest the board thought it 
was in danger of losing the ability to sell tax-exempt bonds to fi nance the arena if it 
didn’t act before the stroke of midnight on December 31.
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“It is the Board’s intention to continue to consider ways to preserve the municipal 
bond classifi cation of district arena bonds which is scheduled to end on December 
31,” read the November 21 minutes. “A solution to this dilemma, which could 
potentially save millions of dollars in interest, may or may not be possible at this 
time.”

Bill Hyslop, former chairman of FANS ‘90, “felt the board should be very 
aggressive in attempting to preserve the tax-exempt fi nancing and look at all 
alternatives to secure additional fi nancing for a new facility.”

Why did the board feel the district’s tax-exempt status was about to vanish? The 
minutes are silent on that question. Whatever the reason for the board’s fear, it was 
caused by a phantom. In fact, the only thing that was about to vanish was Koegen’s 
transition tax rule with its 25 percent private activity benefi ts. Both Mote and Lind 
blame Koegen for confusing the board about this issue.

According to Mote, Koegen led the board to believe that, since the district was 
refusing to issue bonds on its own, if the city and county didn’t issue bonds to 
help build the arena before the transition tax rule expired, “our ability to issue 
tax-exempt bonds was foregone. Period. We just went along with [Koegen’s 
recommendation], fat dumb and happy.”

She says the board had also been led to believe that, when its own revenues were 
secure, it could re-fi nance the city/county bonds, preserve the transition tax rule 
benefi ts, and honor the district’s commitment to voters to be master of its own 
house. Lind corroborates Mote on this. Their assumption that the district could 
re-fi nance the bonds turned out to be wrong. Mote now says the sale of the city/
county bonds “put the noose around our neck.”

According to Mote and Lind, Koegen, Dashen and Campbell drove the issue.

Says Mote: “What they did was go to the city and county, and they [the city and 
county] agreed to issue what they called short-term convertible bonds. This was the 
incestuous relationship, in my opinion. The same team was representing all three 
entities. But it was clear in my mind that they were operating primarily in behalf of 
the city, as they always did.”

Nevertheless, minutes taken by Mote of November and December 1990 PFD 
board meetings clearly show that the PFD was a willing partner in the city/county 
bond sale. The district wanted to take advantage of the 25 percent private activity 
provision in Koegen’s transition tax rule. Conspicuously absent from the record is 
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any evaluation of the legality of such a move.

The PFD had promised voters it would be independent of the city and county; it 
was refusing to sell bonds itself because it couldn’t pay for them; and yet it was 
entering into interlocal agreements with the city and county to sell $30.8 million of 
bonds. The PFD was offering its coattails to help capture the transition tax credit, 
so that 25 percent of the proceeds of the city/county bond sale could go to private 
parties. All this was at a time when the district lacked the revenues to operate and 
didn’t know where they would come from.

Mote never understood how the enhanced tax shelter actually benefi ted the PFD 
and taxpayers. In fact she considered the PFD’s partnership with the city and 
county a betrayal of the voters’ trust.

“We went to the voters promising them that we weren’t the city, we weren’t part of 
the city, we weren’t beholden to the city, we weren’t responsible to the city in any 
way, that we were a whole new fresh deal, that this was a district that was set up 
to [build the new arena] on our own legs. What we heard from the voters was an 
awful lot of concern that this was just another city committee ....”

After winning the public’s confi dence, Mote was dismayed that the board’s very 
fi rst order of business seemed to confi rm skeptics’ worst fears.

Mote now considers that the 1990 city/county bond sale was a murky business. 
At issue was the 15 percent difference between the old tax law and the new one. 
Fifteen percent of $30.8 million is $4.62 million. The use of Koegen’s loophole 
meant that nearly $5 million of the bond proceeds could go to private benefi ciaries 
of the arena project.

In most organizations, a designated secretary records the offi cial minutes of board 
meetings. But at PFD meetings, the note-taker was the organization’s executive 
director. Kris Mote did an especially thorough job, because she knew shorthand.

Immediately after the bond sale, relations soured between the PFD and its fi nancial 
advisors. Mote’s minutes of the January 8, 1991 board meeting, taken verbatim in 
shorthand, record a bitter dispute between the board and its advisors, because the 
actual costs of the hastily sold bonds had come in much higher than predicted. The 
reason for the excess issuance costs, said the advisers, was that salesmen had to 
work overtime during the holidays to beat the December 31 deadline.

Mote carefully recorded the reactions around the table to this news:
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PFD board member Tanya Guenther “stated that bond counsel [Koegen] and the 
Board’s fi nancial advisor [Dashen] were the people responsible for protecting the 
District’s interest, and she felt they had failed to do so,” read the January 8 minutes.

The minutes refl ect the general disillusionment felt by the PFD directors. Somehow, 
they had already lost control of their fl edgling government to the very bodies that 
Spokane voters had refused to entrust the arena project to: the city and county.

PFD director Jim Ray protested, “that the subtle question is, who’s in charge here? 
The City and County have made commitments the Board is not privy to.”

“Ms. Guenther stated that the question is not whether we are in control, but her 
concern is that these arrangements make the Board responsible.”

In defense of himself and Dashen, “Mr. Koegen replied that they got direction from 
the people who hired them; his impression was that the Board did not want to have 
anything to do with this matter but wanted it done.”

Guenther called that statement “unfair.” Koegen rebutted. He and Dashen had 
consulted their clients throughout, he said.

Dutifully, Mote distributed the minutes to the media. Given the PFD’s promise of 
public accountability, she just assumed that was an appropriate step. Nevertheless, 
she was surprised when The Valley Herald gave the story front-page play. On Feb. 
6, 1991, the paper reported that bond issuance fees projected to come in at $380,000 
had ballooned to $547,000. The story ran under the headline, “Surprise costs of 
arena bond sales shock board.”

Mote herself was shocked when PFD attorney Tom Bassett instructed her to stop 
recording such thorough minutes of the district’s board meetings.

“He told me to just summarize,” recalls Mote.

KRIS MOTE’S CONCERNS

The question of who really was running the show at the PFD raised ethical 
concerns in Mote’s mind. Were county voters tricked into approving an agency 
with the potential for exercising direct new taxing authority over them but over 
which they had no direct electoral control? With its fi ve directors -- two appointed 
by the city, two by the county, one by the hotel/motel industry -- it was supposed 
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to be an independent body. Here was evidence that it wasn’t, that its independence 
was a facade.

Beyond her ethical concerns, Mote worried that the city/county bond sale might 
have created several legal problems that would forever haunt the PFD.

First, there was the matter of Proposition 4, which spawned Section 85 of the City 
Charter. Approved by voters on November 3, 1987, it said, “... a vote of the people 
[is] required for capital expenditures,” including “coliseums, convention centers, 
stadiums, planetariums and new proposed projects not currently the obligation 
of the taxpayers and property owners.” Section 85 also said that such a proposal 
“must designate the revenue source sought for funding of a project or projects.”

Didn’t the city’s sale of $15.4 million of bonds to help build the arena fall under 
Section 85? Moreover, because the PFD at the time was missing 60 percent of the 
revenue it needed to operate, there was no way it could “designate the revenue 
source” with which it would repay its portion of the newly sold bonds.

Second, Mote wondered if the transition tax rule could legitimately apply to an 
agency -- the PFD -- that didn’t have the voter-approved taxing authority it needed 
to operate.

Finally, Mote wonders today why the 25 percent benefi ts of the transition tax rule 
even mattered to the PFD. When the district eventually sold its own bonds, she 
says, it administered disbursements to ensure that no more than 10 percent went to 
fund private activity.

In retrospect, Mote says today, she can see that a decade-long battle to control the 
PFD began the moment it was created. After the city and county sold their 1990 
bonds, she says, the PFD board began concentrating on preparing another ballot 
measure to fi nance the district’s operations. Meanwhile, people outside of the 
organization were obviously already at work making plans of their own for the 
PFD’s future.

An early example of behind-the-scenes politics is found in a March 29, 1991 
letter Koegen wrote to then-mayor Sheri Barnard. In it, Koegen extols the tax 
benefi t of the bond sale, citing savings of $7 million to $23 million. The unspoken 
comparison: if $31 million in bonds were sold with the intention of funneling 25 
percent to private parties, under normal IRS rules, the entire issue would not be 
tax-exempt.

“We understand that the fi rst priority of the Spokane Public Facilities District (the 
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‘PFD’) is to fi nance the arena project,” wrote Koegen to the mayor. “In order to 
provide a portion of the funds for construction, the City of Spokane (the “City”) 
and Spokane County (the “County”) each issued $15,400,000 of lease revenue 
bonds on December 29, 1990. [PFD minutes record the sale date as December 
28.] By issuing such bonds in 1990, the City and the County saved the Spokane 
citizens in excess of $7,000,000 in present value savings and in excess of $23,000,000 
in future value savings... It is important that the bonds of the City and County 
remain outstanding. If they were refunded with bonds of the PFD, the tax exempt 
advantages of the 1990 issue may be lost as well as the $7,000,000 present value 
debt service savings.”

Koegen then went on to describe a way in which the PFD, by amending its statutes, 
could be used to fi nance some $23 million of non-arena related city and county 
projects.

The letter stirred heated debate on the PFD board, says Mote. It was seen as 
advocating bait-and-switch tactics -- changing the district’s mission from the one 
approved by voters -- then using the district as a public fi nance laundry for the 
city and county. This, too, was just the sort of chicanery voters feared, says Mote. 
Something else in the letter also troubled her. It seemed to confi rm that the city/
county bond sale involved a subterfuge, and that the resulting tax advantages 
of the sale were dubious. Were the bonds sold for the benefi t of the PFD’s arena 
project or not? If they were, why couldn’t they be refunded (refi nanced) by the PFD 
without jeopardizing the tax shelter?

Beginning in early spring of 2003, Camas Magazine spent several months 
attempting to interview Koegen about these and other questions. On June 3, the 
magazine was successful in conducting a brief interview with him, but many 
important questions were left unanswered. Attempts to complete the interview 
were unsuccessful.

When asked why the city and county sold bonds to fi nance what voters had been 
told would be a PFD project, Koegen answered elliptically: “In order to fi t under 
the transition rule... And the debt was incurred because the city and the county 
both have authority to do facilities such as the arena... The city and county each 
issued bonds to preserve the transition rule.”

On Friday, June 27, Camas asked city attorney Mike Connelly if Section 85 applied 
to the city’s 1990 bond sale. At that time, Connelly promised to call with an answer 
the following Monday.

He has yet to call back.
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To be continued:

For Part 3, “SKULLDUGGERY,” click here.

To return to Part 1, “ALL THE USUAL EXPERTS: how the ghost of River Park 
Square haunts the convention center project,” click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook, and Judy Laddon.
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IRS BREAKS OFF NEGOTIATIONS ON GARAGE BONDS  (JULY 10, 2003)
Charges confl icts of interest and questions “good faith”

IN AN OMINOUS DEVELOPMENT in the legal standoff over the River Park 
Square garage, the Internal Revenue Service yesterday broke off settlement efforts 
with lawyers representing the issuers of $31.5 million in bonds.

Addressed to the Spokane Downtown Foundation (SDF), dated July 9, 2003, and 
written by Derek Knight, the manager of IRS’s tax-exempt bond unit, the letter 
registers IRS frustration with apparent confl icts of interest and “delaying tactics.”

In 1996, lawyers for the developer created SDF in order to issue bonds “on behalf 
of” the city of Spokane. The foundation has since been represented by the large law 
fi rm of Preston Gates & Ellis.

The IRS had previously opined that the $26 million purchase price was $11 million 
above the fair market value for the garage, and thus violated federal tax rules that 
limit private profi t-taking on tax-exempt bond proceeds.

In a new twist, the IRS is now taking the position that the failure to disclose the 
excess in the garage purchase price to prospective bond purchasers violated federal 
disclosure rules.

“We are particularly concerned,” wrote Knight in the new letter, “about the 
relationship between Preston Gates and the Developer and possible failures to 
disclose material information to investors.”

The new wrinkle in the IRS position refers to a Treasury Department rule that, 
according to Knight’s letter, “appears to impose a duty” on Preston Gates to 
determine whether the $26 million paid to Cowles family real estate companies for 
the garage “reasonably may be considered to be its fair market value.” The IRS now 
says that Preston Gates, as the bond counsel to the SDF, appears to have shirked a 
responsibility to investors to at least explain the wide gap between the “investment 
value” purchase price and the fair market value.

Knight’s letter is especially harsh concerning IRS’s prolonged efforts to negotiate 
an agreement with the SDF and Preston Gates.

“It appears these negotiations,” he wrote, “were not conducted in good faith.”
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Previously, the IRS gave warning of its displeasure over the bonds. In a tough-
worded February 19th letter, IRS noted that its review of documents surfaced in the 
RPS litigation was causing the agency to examine whether “tax shelter promoter 
penalties are applicable to various participants.” Against the backdrop of national 
IRS warnings about its expanded efforts to crack down on tax fraud, the letter was 
clearly a shot across the bow to Preston Gates and others to propose an acceptable 
settlement. The February 19th letter set an April 20th deadline that was extended to 
an unspecifi ed later date.

But that date has come and gone, writes Knight. In the meantime, the IRS says it 
was informed that Boston attorney Neil Arkuss was no longer representing the 
SDF and that he was being replaced by Bradley Waterman. According to Knight, 
Waterman informed the IRS “that the expected fi nal settlement offer would not be 
forthcoming.”

It’s not clear why this happened. Attempts by Camas to reach William Etter and 
Ray Clary, the Spokane lawyers who have represented the SDF in the federal 
securities fraud litigation, were unsuccessful. Waterman, according to recent 
publications posted by the National Association of Bond Lawyers, is a “private 
practitioner in the tax controversy area.”

In his letter, Knight notes with obvious displeasure that Waterman is now also 
representing Preston Gates. Knight reports that Waterman himself has given 
IRS new information suggesting that his predecessor (presumably Arkuss) was 
reporting directly to Preston Gates “and likely was being paid by Preston Gates.” 
That arrangement, Knight wrote, suggests Preston Gates has been exercising undue 
infl uence over the SDF and has created a “confl ict of interest.”

While Knight notes that attorneys can represent parties with “confl icting interests” 
in such matters, they can only do so “by express consent of all directly interested 
parties.”

“In this case,” Knight writes, “it is not clear that this [notifi cation and consent] 
occurred and IRS has not been notifi ed that full disclosure has been made to all 
interested parties.”

Knight’s letter expresses the IRS’s frustration that Waterman has since “requested 
the opportunity to review the case fi le on the Foundation so as to get up to speed 
on the case,” something the IRS says “appears to be a delaying tactic.”

“Given all of these confl icts,” Knight’s letter concludes, “we no longer believe that 
a settlement is possible within the time constraints we have to work under.”
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The settlement IRS was striving for would have avoided forcing the government to 
notify individual bondholders that they must now pay tax on an investment they 
thought was tax-exempt. Knight notes that the failure to reach an agreement means 
the IRS will “now start the process of fi nishing up our examination, completing the 
identifi cation of bondholders and preparing the case for fi nal adverse action and 
ultimate taxation of bondholders.”

According to IRS sources, an outcome where IRS ultimately taxes bondholders 
is rare, because it almost always means that bondholders will then have a strong 
basis to successfully sue the bond issuer. In this case, of course, bondholders have 
already sued SDF and Preston Gates (and other parties), accusing them of securities 
fraud.

The IRS would not comment on the matter, but this week’s letter may signal that 
the agency will be expanding its inquiry into possible civil and criminal violations 
associated with the 1998 bond sale. Knight’s letter reiterates the warning from his 
earlier letter that “new information” is causing the IRS to consider seeking tax 
shelter promoter penalties against “one, or more, parties.”

Although it was addressed to the Spokane Downtown Foundation, the physical 
address listed on the letter was, ironically, Preston Gates’s offi ce in Spokane. Efforts 
by Camas to contact Mike Ormsby, the Preston Gates lawyer who has represented 
the SDF in the past, and Drew Kintzinger, the Seattle-based Preston Gates lawyer 
involved with the RPS tax issue, were not successful.

THE END

To download the July 9, 2003 IRS letter, click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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DOCUMENT OF THE WEEK (JULY 13, 2003)
Branding John Powers: The secret of how an unknown attorney “defi ed all odds” 
to become Spokane’s strong mayor

THIS FALL’S MAYORAL ELECTION comes with a remarkable and confusing 
twist. As incumbent John Powers gears up for a re-election bid, he faces not only 
councilman Steve Corker and journalist Tom Grant as opponents but a citizen 
campaign to end the offi ce of strong mayor after just one term.

Opinions differ as to whether the anti-strong mayor campaign is a reaction to the 
new system or the new mayor.

There’s little question that, on the job, Powers has alienated former supporters. 
But voters should prepare to be wooed during his upcoming campaign. In 
his ascendancy as a candidate, and in his approach to issues and problems 
as mayor, Powers has used the arts and trappings of marketing in a way that 
is unprecedented in Spokane politics and Spokane governing. Although the 
overbearing use of these techniques has made him a target for pundits, it’s also 
clear it has been very effective at times, no more so than in his impressive election 
run in 2000.

While Spokane historians will someday write a more detailed and accurate account 
of how Powers used marketing to gain offi ce, one compelling version is already 
available as a “success story” in the public portfolio of The Magnuson Company, 
a small, Spokane-based fi rm billing itself as “strategic marketing and branding 
specialists.”

The Magnuson story on Powers is that he languished in last place behind 
incumbent John Talbott and state senator Jim West until the fi rm was hired “to 
help formulate an economic development plan” that would position Spokane as 
“America’s Small Business Capital” with Powers at the helm.

The story is told under the headline, “We Have the Power to be Proud Again, The 
branded new product launch of mayoral candidate John Powers” and includes 
a testimonial from Powers, crediting Magnuson with making a difference in his 
election.

“The branded theme,” explains the article, “was implemented across an integrated 
media platform of TV, radio, print, billboard, internet and direct mail.”
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The result, the fi rm explains, is that Powers came from behind to win the election 
with one of the largest margins in the city’s history. The beautifully designed 
account includes the dubious assertion that Powers and his message prevailed 
“even though the incumbent opponent’s campaign [Talbott’s] indirectly and 
directly spent far more on advertising.” It also includes the implausible claim that 
“message won over money.”

State public disclosure records actually show the reverse to be true -- Powers raised 
and spent well over $300,000, more than twice the amount spent by Talbott.

THE END

You can view the article at http://magnusoncompany.com/jpowers.php

Or purchasers and Gold subscribers can download the Magnuson article, by 
clicking here.
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LETTER FROM CITY HALL (JULY 21, 2003)
Good morning, and welcome to the board

GARY MILLER, HAL ELLIS, AND DONALD YATES had very little idea of what 
they’d gotten themselves into when, last Thursday, they found themselves sitting 
in a fi fth fl oor conference room at Spokane City Hall. Only three days earlier, 
Mayor John Powers announced their appointments to the Spokane Parking Public 
Development Authority. The three men arrived for their fi rst meeting, like so many 
civic volunteers arrive for so many local boards and commissions, ready and eager 
to get to work.

What they quickly learned was jarring. The PDA has no money, no paid staff, its 
second bookkeeper just resigned, and its fi nancial records are presently in the back 
of a pickup truck. Plus, as directors they have no insurance to protect themselves 
from individual liability that might accrue from their decision-making. (The latter 
item is of some interest given that three former PDA directors have been deposed 
in the River Park Square securities fraud lawsuit.)

Red ink saturates everything about the PDA, said board member John Covert, and 
it’s getting worse. The fi nancial information handed out at the meeting shows that 
losses for just the fi rst half of 2003 are over $1.5 million.

“The only saving grace about the board,” Covert explained to Miller, Ellis, and 
Yates, “is we make no serious decisions, because we have no money.”

After the three had sat quietly for several minutes taking all of this in, Miller, 
a Washington Trust vice president, was asked how he felt about what he was 
hearing.

“It’s terrifying,” he responded.

On paper, at least, the PDA is responsible for managing the River Park Square 
garage. Although it was originally chartered back in November of 1988, the agency 
was dormant until late 1996 when it was hastily plugged into the elaborate scheme 
to make the “new” River Park Square garage at least look like a public operation. 
In practice, the agency doesn’t have the power to do very much. The terms under 
which it can manage the garage were worked out years ago between the developer 
and the anchor tenant, Nordstrom, and ratifi ed in agreements negotiated with city 
lawyers.

The PDA may be woefully insolvent, yet it is still an irreplaceable brick in the 
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legal and contractual architecture of the public/private partnership. It is central 
to managing tens of millions of dollars in cash fl ows, lease terms, and collateral 
agreements that are crucial to River Park Square and to the City of Spokane.

It has been the hope, for years now, that a negotiated or mediated solution to the 
garage crisis would either bring stability to the PDA, or eliminate it as unnecessary. 
But no such solution has materialized, and the PDA limps along, month to month, 
because all of the other parties need it to keep going.

Although its board is appointed by the mayor, for legal and auditing purposes it is 
considered separate from the city. The PDA is so separate, in fact, that it is suing the 
city, alleging that the city is primarily responsible for the PDA’s dire circumstances.

New board member Hal Ellis, an engineering and systems specialist who has been 
active in the city’s Comstock neighborhood, was particularly concerned that the 
PDA, as an entity, had no offi ce space to call home and that its records had been 
kept at the offi ces of its bookkeeper (who was also paying the PDA’s mailbox rent 
out of her own pocket). Ellis learned she had resigned in June, because of a weird 
confl ict -- she was being paid by plaintiffs in the securities fraud litigation, the same 
people who are suing the PDA. Board member Jim Fish noted he’d just reclaimed 
the records, and that is why they were now in the back of his green pickup truck, 
rather than in a secure location.

“This is an unusual situation that we’re in now,” explained Fish. A pleasant man 
who speaks with a folksy drawl, Fish smiled gently as he said this, and laughter 
rumbled briefl y around the room, shared by people who don’t often laugh together.

Take, for example, Duane Swinton and Cherie Rodgers. For eight years Swinton 
has been the lead lawyer for River Park Square and, for much of that time, he has 
attended the PDA board meetings alongside RPS project manager Bob Robideaux. 
Last year Robideaux had a falling out with Swinton’s client, Betsy Cowles, and 
fi led suit against Cowles companies to recover legal expenses he and his company 
have run up as a defendant in the RPS litigation. He was quickly dismissed by 
Cowles. Since that time Swinton attends the PDA meetings by himself.

Rodgers, for the past four years, has been as much a fi xture at PDA meetings as 
Swinton. The two often trade jabs over PDA business and, for the most part, they 
do so without making eye contact. This subtle body language says quite a bit about 
the indignation and frustration that mark the civic divide over River Park Square. 
Swinton well communicates the umbrage Betsy Cowles feels for having to pick 
up millions of dollars in River Park Square garage expenses that would be paid 
by the PDA if the city had not reneged on its 1997 pledge to support the PDA with 
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“loans” in times of need. Rodgers ably communicates the indignation she and her 
supporters feel that the RPS garage deal is a fraud from which Swinton’s clients 
still expect to reap tens of millions of ill-deserved public subsidies.

Swinton and Rodgers represent two of the corners of the triangle of tension that 
so often reveals itself during PDA meetings. The other corner belongs to Mayor 
Powers, who is typically represented during PDA meetings by city fi nance 
director Gavin Cooley and Laurel Siddoway, the city’s special counsel for RPS 
litigation. The Powers signature in civic affairs is a torrent of enthusiasm and 
positive messaging. The fl ow of this energy can be overwhelming face-to-face with 
the mayor, but it is well-tempered and focused in the presence of loyalists like 
Siddoway and Cooley.

Cooley’s recent appointment as Spokane’s CFO has created a serious problem for 
the PDA. After former city manager Terry Novak got crosswise with Powers and 
Siddoway over their RPS legal strategy, Powers declined to reappoint Novak as 
PDA chairman and, instead, recruited Cooley to replace him. It was a winning 
move in many respects. Among other things, the PDA is long overdue to be 
audited by the state. Cooley’s professional bearing and gifts for diplomacy have 
allowed the PDA to continue to keep the auditor at bay.

It has been an open secret throughout this time that the PDA is not, as they say, “a 
going concern.” Rather, it is a pitifully bankrupt entity, with no professional staff, 
that is unable to even pay its taxes. Nevertheless, it is a crucial cog in the River 
Park Square enterprise that almost every party -- the city, the bondholders, and 
especially the RPS developer -- has a considerable stake in. If the auditor weighs 
in and fi nds, as it surely will, that the PDA is simply a shell organization unable to 
fulfi ll its public function, then the stage would be set for an action by the county 
prosecutor or an intervening citizen to put the agency out of its misery. No PDA 
and the whole RPS house of cards could collapse, with consequences that are 
unknown but presumably severe.

Over the past three years, the auditor’s offi ce has offered several reasons for the 
delay. At fi rst it couldn’t decide how to audit the PDA. Then it took the position 
that it would hold off, awaiting some clarity from the unresolved litigation. More 
recently, staff in the auditor’s Spokane offi ce have been trying to determine, based 
on the PDA’s wandering and incomplete records, what kind of audit is possible. At 
last word, the auditor had still not initiated the audit, although the staff now says 
the offi ce is unwilling to wait much longer.)

Powers announced Cooley as his choice to be the city’s new CFO in early April. 
This instantly presented a confl ict with Cooley’s service as PDA board chairman. 
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There are lots of skeletons in the PDA’s closet and one of them is left over from 
a bitter fi ght over its fi rst bookkeeper. Before Steve Eugster took his seat on the 
city council in early 2000, the city had agreed to give free staff support to the 
PDA. Eugster said that was illegal and succeeded in forcing the city to rescind its 
decision.

City staff withdrew from the PDA, but Dan Cenis, a popular senior accountant, 
stayed on out of a sense of civic responsibility. He didn’t want to leave the agency 
without a bookkeeper when it was ostensibly responsible for handling millions of 
dollars a year. Cenis, however, refused to go along with the brazen public relations 
spin that Robideaux and Cowles were constantly putting on the garage’s fi nances -- 
issuing glowingly optimistic press releases about slight increases in parking use at 
the garage at the same time the garage was really collapsing in debt. After he wrote 
a blunt memo to diehard RPS supporter and then-councilwoman Phyllis Holmes 
trying to set the record straight, Cenis received a rude and oblique consequence. 
He was briefl y suspended for using his city computer to respond to a short email 
related to PDA business. That tipped the scale for Cenis. He’d had enough. He 
resigned his city employment. (See “Losing Dan Cenis.”)

Cherie Rodgers has never forgotten what happened to Cenis. She brings up the 
episode regularly at PDA meetings just to make sure everybody still knows that 
beneath the facade of the board’s proceedings (typically including bubbly reports 
from groups like the Downtown Spokane Partnership and ideas like changing the 
color of uniforms for the city’s parking meter enforcers), crisis lurks.

For the fi rst time in three years, Rodgers, on Thursday, did not take her seat at 
the PDA’s table. She was no longer on the board. Her term expired and, despite 
her willingness to continue serving, Powers replaced her with one of the three 
newcomers. Instead, she sat in one of chairs behind the table.

Cooley, however, had taken his usual seat at the table. His purpose was to try 
to manage what was clearly going to be an awkward transition. Fish said he’d 
learned Wednesday night that Cooley would no longer be chairing the PDA. He 
and Cooley fumbled at the outset of the meeting, trying to explain the need for the 
transition and to decide, on the spot, who was going to run the meeting.

Before long, Rodgers pulled the Dan Cenis skeleton out of the closet to inform 
Cooley that he was presently violating city policy by presiding over a PDA meeting 
on city time. That wasn’t quite the case, Cooley said, because he was there not 
on city time but on his own. Over Rodgers’s objections, he stayed in his chair 
and continued with his opening briefi ng, welcoming the new board members, 
and trying to explain, with help from Fish, Covert, Rodgers and Swinton, the 
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issues and challenges before them. As the meeting progressed it became clear that 
Cooley would be handing the baton not to Fish but to new appointee Gary Miller. 
Although it wasn’t formally announced, it was clear that Fish, Cooley, and Miller 
were aware that Miller was Powers’s choice to succeed Cooley and that Miller had 
tentatively agreed to this.

This, in turn, created another awkward moment, because by the time the item 
of selecting a new chair was ripe for discussion, Miller had already announced 
his terror at what he was hearing about the condition of the organization. It just 
seemed the polite thing to do to give him a chance to bail out. He took the question 
in good humor and, with a nervous smile, indicated he was still willing to accept 
the post. Fish and Cooley looked at each other to see who should commence the 
action to make Miller chairman and cobbled together a sentence that proposed a 
vote on the matter to make it offi cial.

“You can’t do that,” Rodgers interjected.

The PDA bylaws, Rodgers explained, require that the mayor appoint the chair. It 
isn’t something the board gets to decide. (The requirement is in Article III of the 
PDA’s bylaws.)

Cooley sighed but Miller looked relieved at what amounted to a short reprieve. 
Fish then said he would call the mayor and recommend Miller be so appointed.

In bringing the new members up to speed on the PDA’s challenges, Cooley 
disclosed, with some prompting from Rodgers, the existence of a new letter from 
the Internal Revenue Service announcing it was proceeding with a fi nding that, 
because the bonds issued to pay for the RPS garage violated numerous federal tax 
rules, it would seek to declare the bonds invalid as tax-exempt securities. Cooley 
agreed that a briefi ng on this matter was appropriate, and he turned to the lawyers 
present.

Siddoway had sent Kyle Bergstedt, a legal assistant from her law fi rm, in her place, 
and Cooley asked him and Swinton if they had a copy of the IRS letter with them. 
They didn’t. Rodgers, however, did and the letter was passed down the table to 
Bergstedt, who only recently passed the state bar exam. With a concerned and 
puzzled look on his face, Bergstedt quietly read the letter while the board and its 
small audience waited, silently, for his take. It was not immediately forthcoming.

As Bergstedt’s discomfort with the task set in, Cooley asked Swinton for his 
thoughts, and Swinton provided a balanced explanation of what the letter said and 
what it meant for the bond issuer (the nonprofi t Downtown Spokane Foundation, 
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which Swinton himself helped set up in 1996), and the law fi rm of Preston, Gates & 
Ellis, which issued the original opinion on the bonds’ tax-exempt status.

Cooley then tried to calm the new board members by allowing that it was very 
unlikely that the IRS would come after a small volunteer board of directors for any 
penalties that might accrue from its rulings. Cooley was then asked by a Camas 
reporter if he, in the absence of the PDA’s pro bono attorney, Jim King, was giving 
the board legal advice on the matter. The reporter also asked whether Cooley’s 
assurances to the board addressed the part of the IRS letter that indicated the IRS 
was investigating tax shelter promoter penalties against other parties to the bond 
issue who were involved in setting up the garage transaction. (The PDA was not 
only directly involved in the original agreements, but it has repeatedly agreed to 
enforce parking contracts with RPS and RPS-tenant Nordstrom that the IRS has 
indicated are in violation of federal tax rules). Cooley quickly clarifi ed that his was 
an informal opinion and that he was not trying to give board members legal advice 
about their potential liability.

“What’s troubling to me,” Ellis said, after hearing perhaps more than he expected 
about the legal and fi nancial hazards confronting the board he’d just joined, “is I 
feel like I’m standing in quicksand.”

New board member Donald Yates, a CISCO systems technology strategist, then 
asked how he, Miller and Ellis could, in his words, fi nd a “suitable resource to latch 
onto.”

They agreed they needed an orientation session, where they could learn more 
methodically about the PDA’s purpose, history, and present challenges.

Cooley agreed and mentioned he would seek out Siddoway about scheduling such 
an orientation session.

Rodger’s quickly objected. Siddoway, after all, is the principal architect of the legal 
arguments that the PDA is contesting in court. There was, she complained, a clear 
confl ict in asking Siddoway, a legal advocate and Powers political ally, to give an 
orientation to the PDA board.

Cooley, quick as a cat, then replied that his purpose in seeking out Siddoway was 
only to get her advice on who might be suited to provide orientation to the PDA.

Near the end of the meeting the board heard from Mary Anne Ulik, the new 
parking specialist hired by the Downtown Spokane Partnership. In a cheerful voice 
she announced that downtown shoppers could soon expect improvements to the 
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DSP’s parking validation program, which for the past several years has been a 
source of confusion and frustration for both downtown shoppers and merchants.

No date has yet been set for the board’s orientation session.

THE END
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WAR OF WORDS (JULY 22, 2003)
Documents reveal the depth of animosity between John Powers and Betsy 
Cowles in 2001, and the remarkable ambitions of Cowles’s public relations team.

IT’S HARD TO KNOW WHO WAS ANGRIER. In August 2001 Mayor John Powers 
and developer Betsy Cowles privately traded a series of “caustic” e-mails, during a 
blitz of public quotes and newspaper articles.

The messages between the city’s top political fi gure and its most powerful business 
leader show each was highly frustrated with the other after failing to work out a 
timely solution to the River Park Square garage impasse. Had they succeeded, a 
looming August 1, 2001 default on bonds sold to fi nance the garage renovation and 
expansion could have been avoided, at least temporarily.

The e-mails showed up in documents recently turned over by the Cowles law 
fi rm -- Witherspoon Kelley Davenport & Toole -- as part of discovery in the RPS 
securities fraud case.

The exchange began innocently enough. Three weeks had passed since the mayor 
vetoed a proposal backed by Cowles to have the city loan $800,000 from its solid 
waste fund to the struggling Spokane Parking Public Development Authority. 
While the veto was popular with Spokane citizens (many of whom distrusted 
Powers because Cowles and her family’s newspaper supported him over John 
Talbott in the fall 2000 election), it drew sharp criticism from the downtown 
business community and Cowles supporters on the city council. Powers was 
clearly trying to mend some fences when he wrote a lengthy column for the Pacifi c 
Northwest Inlander newspaper. The August 23rd article, entitled “Resolving River 
Park Square,” emphasized Powers’s wish to fi nd a mediated solution to the garage 
problem. It re-emphasized a theme from his fall 2000 election campaign in which 
he’d promised a less confrontational approach to dealing with the Cowleses.

“People also know that I view the River Park Square litigation as a business 
dispute, not an inquisition,” he wrote. “I dropped the conspiracy claims against the 
Developers and unnamed ‘city offi cials’ early in my administration because, until 
someone shows me some evidence, I don’t buy it. I have encouraged everyone to 
set aside rancor and emotion. This dispute is not about a developer who lied, and it 
is not about a City that lacks honor. It is divisive and destructive to our community 
to describe it in either of those terms.”

If Cowles recognized this olive branch in the mayor’s commentary, she didn’t 
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acknowledge it in her long e-mail message to him the same day. Rather she zeroed 
in on a section deep in the mayor’s piece that bothered her. Powers was trying to 
make the point that, by the city’s analysis, the $2 million in annual losses the city 
was facing because of garage revenue shortfalls “are not being compensated for by 
increased tax revenue” created by the expansion of RPS.

That wasn’t so, Cowles wrote in her response. Were it not for the redevelopment 
that the garage deal helped to fi nance, she insisted, “sales tax from River Park 
Square would have dropped like a stone to the bottom of the well.” Anchor tenant 
Nordstrom, she told him, would have left downtown and so, in turn, would others.

“This is such a fundamental piece of this puzzle to understand,” she wrote, “that I 
am very willing to spend time with you on this point.” Or, if Powers preferred, she 
could put him “in touch with disinterested third parties” who could corroborate 
her.

Powers replied the next day. He began by saying, “I remain open to discussion of 
all points of view,” but he quickly turned to Cowles’s public criticism of the mayor. 
It just so happened that the morning Spokesman-Review featured a long article 
based on Powers’s piece in The Inlander.

Written by city hall reporter Oliver Staley, the article summarized the mayor’s 
arguments and his offer to share losses on the garage with RPS. Then it blasted 
the mayor. Powers, complained Betsy Cowles, not only failed to recognize all the 
economic benefi ts from her mall, but he was off-base in asserting that the developer 
was paid a sum ($26 million) that is twice what the garage was really worth and 
that the ground rent being charged to the garage by RPS was also twice market 
value.

“Those two statements are absurd,” the article quoted her as saying. “You go into 
a deal with your eyes open. When you make a deal, you can’t change the ground 
rules.”

Powers was not amused.

“While I see nothing ‘absurd’ in your views,” he responded electronically, “I still 
take exception with the tone of your public comments and continued caustic 
remarks that infl ame the situation and create more obstacles to resolving the 
matter.”

He then informed her that he had tried to create a positive atmosphere for 
negotiations, and that he’d been careful not to attack her.
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“Do you wish to resolve this matter?” Powers wrote. “Are you able to approach the 
problem in an unemotional manner? I try and set the table for civil, constructive 
dialogue and it seems your [sic] bent on defending your honor and credibility, 
neither of which I have ever attacked. I ask you to join me in a ‘Statesman/woman’ 
approach to solving our differences.”

Before the end of the day, Cowles fi red back.

“John,” she began, “it seems any time I disagree with your statements of ‘fact’ you 
take them as personal attacks. Since this all started, I have never stooped to throw 
mud nor do I intend to now.”

Powers’s reminder that he had refrained from attacking Cowles’s honor appears to 
have inadvertently poured salt in a wound.

“About honor and reputation,” she wrote back, “you bet there has been damage 
done to me, my family, and our company. Don’t believe for a second that I will not 
do everything I can to see that damage undone.”

Powers, however, wasn’t done. Cowles’s e-mail was sent late Friday afternoon. 
Saturday morning, the mayor wrote back:

“Betsy, I ask you to examine your letter to Phyllis following my PDA loan veto, 
[a reference to a thank-you letter Cowles sent to councilwoman Phyllis Holmes 
in which Cowles repeatedly charged that the mayor was mischaracterizing or 
misrepresenting Cowles’s positions] examine your conscience, and honestly 
answer the question of whether or not the sum, substance and tone of your 
written remarks were personal and attacking in nature. Also, if your recent public 
chastising of my views as absurd (‘...those two statements are absurd’) was not 
intended to be personal in nature, why have so many people stopped me on the 
street (Main street) to comment about how anger fi lled your comments seem to 
be. I’m trying to reach out and seek the middle -- common ground and your [sic] 
continuing to call for the battle. What gives? Can you be constructive or not? -- 
John.”

At that point that Cowles was apparently being advised to bury the hatchet.

In an e-mail to her lawyers and her public affairs director, Catherine O’Connell, 
Cowles related her frustration. “He just can’t give it up,” she wrote on Monday, 
August 27, 2001. “As promised, I won’t respond via email.”
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And she didn’t. But Powers continued to get an earful anyway.

In the Sunday Spokesman-Review came the hardest-hitting piece the newspaper 
had yet done on Powers.

“Mayor vexes business community,” read the headline on the August 26th story. 
Under Staley’s by-line, the article quoted one prominent local business and civic 
leader after another bitterly criticizing Powers and questioning whether they had 
done the right thing in supporting him for mayor.

The animosity between Cowles and Powers had apparently been brewing for 
several months.

Other documents produced in the federal lawsuit indicate that in the weeks leading 
up to the key votes at the end of July 2001, Cowles and her advisors were confused 
about how Powers would act. Their internal memos indicate they believed the 
mayor and his special counsel, Laurel Siddoway, were seriously committed to 
having an RPS settlement in hand by April 1, 2000.

April 2001 brought something quite different, however. Cowles and her associates 
were surprised to see Powers and Siddoway standing together in front of the 
federal courthouse in Spokane on April 24. Out of the blue, the mayor’s offi ce 
announced that the city had moved its RPS litigation to federal court.

The announcement was highly misleading. What had really happened is that 
lawyers for garage bondholders had fi led a federal securities fraud case against 
both the city and Cowles companies, a move that Powers -- in a remarkable show 
of chutzpah -- was taking credit for. Moreover, Siddoway was handing out an 
81-page response to the bondholders’ allegations, something that obviously could 
only have been accomplished if Siddoway and Powers had known, for some time, 
what the bondholders would be alleging.

From that point on, the relationship between RPS and the city grew increasingly 
edgy and distrustful. Memos show that Cowles and her legal and public relations 
advisors tried to fi gure out where Powers and the city council were going, so they 
could exert pressure at the right times and places to get what they wanted.

“We have some opportunities for successes too,” Rockey West’s John Giese advised 
Jennifer West and Hill & Knowlton’s Dick Hyde in a May 7, 2001 email. (Hill & 
Knowlton had recently been hired to supplement Rockey West’s work in public 
relations and political consulting). “Win a couple of rounds in court and get them 
to understand we won’t buckle under; propose a new settlement plan (either 
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directly or indirectly); put pressure on Powers via his supporters (he isn’t doing 
what he said he would do, show lack of public support for our opponents on the 
city council, question why he [Powers] follows Eugster, etc.).”

In the same e-mail, Giese observed that the “two major unknowns” were the 
positions of Powers and councilman Dean Lynch.

Lynch turned out to be the swing vote in the council’s approval of the $800,000 
loan, yet Lynch would admit that he made up his mind only at the last minute and 
that his vote for the loan came with his confi dence that Powers would veto it.

Notwithstanding these uncertainties, the documents offer remarkable insight into 
the desires of Betsy Cowles. Her RPS public relations machine hoped to orchestrate 
every event and message related to RPS. Because of their uncertainty over which 
way Powers would go, the p.r. team developed three working scripts: Plan A, if 
Powers was with them. Plan B if he wasn’t. Plan C if Powers opposed the plan and 
the council couldn’t override his veto.

The Plan A script called for city administrator Jack Lynch to moderate a press 
briefi ng at which he would introduce the mayor, council members Roberta Greene 
and Phyllis Holmes, Cowles, and an as-yet-to-be-identifi ed “fi nancial advisor” 
who would explain the negotiated agreement with a Powerpoint presentation. The 
p.r. team intended to have a hand in writing everybody’s remarks. Indeed, they’d 
already written remarks for Powers, which included a glowing testimonial to the 
Cowles family’s generous contributions throughout Spokane.

“We are glad that you call Spokane home,” Powers was supposed to say. “Thank 
you.”

Plan B was much the same, except the parts for Lynch and Powers were 
understandably eliminated. Instead, Phyllis Holmes would be called upon to 
note the mayor’s “concerns with this resolution” and assure the audience that the 
council super majority would work with Powers to address his concerns before the 
fi nal vote.

The thinnest script was Plan C, which called for Holmes, Greene, and possibly 
Betsy Cowles to sit together and explain the agreement the city had rejected. A note 
at the top of Plan C explained, “we need to spend some time with this one.”

THE END

To download the email exchange, click here.
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ALL THE USUAL EXPERTS — PART 3  (JULY 25, 2003)
“Skullduggery”

CARL LIND NEVER LIKED THE IDEA of having the Spokane Public Facilities 
District expand the convention center. He believed it violated a promise made to 
voters, he suspected it was illegal, and he worried that it threatened the PFD with a 
River Park Square-like fi nancial catastrophe.

As a founding director and former chairman of the PFD, Lind is fi ercely proud of 
the handsome Spokane Veterans Memorial Sports Arena that replaced the decrepit 
old coliseum. Lind helped the PFD shepherd the new arena into existence, and he 
is loyal to the original mission that led to that success.

In November 1990 voters approved the district’s creation based on promises to 
use its taxing authority only to build, operate, and maintain the new facility, and 
to create an untouchable reserve fund dedicated to preserving it in fi rst-class 
condition. The old coliseum had fallen into disrepair because of maintenance 
neglect, but voters were promised that wouldn’t be allowed happen again. Because 
it would be sacrosanct, the new arena maintenance reserve fund would see to that.

But by the late 1990s, downtown business interests were pushing for a new 
convention center, and they wanted the PFD to fi nance it. Lind was one of a 
relatively few people in Spokane who understood that the convention center plans 
would tap the PFD’s accumulating arena reserve fund. Never mind the PFD’s 
promises to voters. Carl Lind was furious. He was ready to fi ght.

At 70, Lind, a compact man with a snowy walrus mustache, still has the muscular 
build of the Army infantry captain he once was. Daily work on the fi ve acres 
surrounding his home keeps him in shape. It also helps absorb some of the surplus 
energy he poured into the PFD for more than a decade to help make the new arena 
a reality. A plaque at the arena recognizes Lind for his contributions, and he says he 
will always be proud of what the original board accomplished.

UNWELCOME ADVICE

As pressure mounted on the PFD to build the new convention center, the district’s 
board commissioned several studies to evaluate the legality and feasibility of the 
idea. By this time, Lind was the only original board member left. He found himself 
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surrounded by newcomers who hadn’t been part of the original promises to voters.

In April 1999, Jeffrey C. Nave, of the Spokane offi ce of Foster Pepper and 
Sheffl eman, produced the fi rst of four reports for the PFD that, in Lind’s mind, cast 
doubt on the wisdom of the district’s involvement with the convention center.

“Can the District fi nance facilities other than the Arena?” asked Nave’s report. 
The answer: “Maybe,” but only after sweeping changes: state law governing PFD 
activities would have to be revised, voters would have to approve the removal of 
limitations on its original mission and expand its taxing authority, and the district 
would have to “redeem all of its existing indebtedness.” The last point meant that 
the district would have to satisfy important IRS requirements in order to refi nance 
the tax-exempt bonds that paid for the arena.

At a minimum, Nave’s report meant that if the PFD were to take on the convention 
center, it would have to fundamentally change the direction originally authorized 
by voters. Persuading citizens to allow the PFD to change course, and refi nance its 
earlier obligations, would naturally require public education. In Spokane, the most 
powerful voter education is done by the Cowles-owned Spokesman-Review.

As with most large public works projects, it wouldn’t be hard to make a boosterish 
case for the convention center expansion based on artists’ drawings, construction 
jobs and rosy fi nancial projections. A key question in Lind’s mind was whether 
voters would get to learn about the risks the proposal posed to the district’s 
fi nancial structure, and specifi cally how the convention center expansion could 
undermine the PFD’s compact with Spokane taxpayers to maintain the new arena 
in top fl ight condition.

Lind was skeptical about the newspaper’s objectivity.

Because of statements various convention center proponents made to him, Lind 
began to see the project as a scheme of the downtown establishment to make the 
PFD a pawn of River Park Square developer Betsy Cowles. Much of the pressure 
on the PFD was coming from a politically infl uential pro-convention center group 
calling itself Facilities 2000. Facilities 2000 wanted the district to remove restrictions 
on PFD operations and use its precious maintenance fund to fi nance expansion of 
the convention center. Because of the reach of Cowles infl uence in Spokane through 
its media control, Lind saw Facilities 2000 as little more than a tool of Cowles 
economic interests.

“The idea was that River Park Square was on the west end of Spokane Falls 
Boulevard, and it was the desire of the developer there to cap the east end of 
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Spokane Falls Boulevard with a major complex,” says Lind.

(That assertion squares with documents that have emerged as part of the RPS 
securities fraud lawsuit. A 1996 “Confi dential” memo shows that Betsy Cowles, 
even while she was focusing on RPS, initiated contact with former city manager 
Bill Pupo about the convention center expansion.)

Lind expected The Spokesman-Review to cover the convention center story in the 
aggressively promotional style that characterized the paper’s reporting of River 
Park Square. Because Cowles media dominates the fl ow of information in Spokane, 
Lind doubted the public would ever be informed about Jeff Nave’s report and its 
implications. After Nave provided his report to the PFD, former executive director 
Kris Mote says the lawyer repeatedly stressed his legal concerns about PFD 
involvement with the convention center in subsequent conversations with her.

Nave refused to discuss any PFD matters with Camas Magazine. Hugh Spitzer, 
Nave’s partner in Foster Pepper’s Seattle offi ce, similarly declined to discuss the 
fi rm’s 1999 report with Camas.

The PFD’s next step, following Nave’s April report, was taken in June 1999. 
The district commissioned a reassessment from Roen Associates of an arena 
maintenance program that would allow the PFD to keep its promise to voters to 
preserve the facility in fi rst-class condition. In fi ne-grain detail, the Roen report 
itemized what would have to be replaced, and when, in order to keep the facility in 
shipshape.

The Roen report included a daunting fi x-it list for the arena that would, obviously, 
absorb the reserve fund that was being eyed for convention center fi nancing. 
According to the meeting minutes of a February 11, 2000 gathering of the 
“Financing Committee -- Workgroup 2000,” Facilities 2000 member and convention 
center proponent Patrick Jones recommended ignoring Roen’s analysis. “Think it’s 
key to throw out the Roen Report,” the minutes read. “If we accept, it will throw all 
current fi nancing scenarios out.”

All told, there was roughly $14 million in reserve money at the time, according 
to Mote. Facilities 2000 and other pro-convention center interests considered this 
surplus money that could be appropriated for construction of their project. Surely 
the surplus would fatten over time, they reasoned. How fat would it get?

Lind and Mote were appalled by such thinking. As voters had originally approved 
creation of the PFD, there could never be “surplus” in the district’s reserve fund. 
The promise was that the reserve would be created to guarantee maintenance of 
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the arena for 25 years after the bonds were paid off in 2018. That gave the facility 
a useful life of 45 years. Any money in the reserve in excess of maintenance 
requirements would be used to pay off bonds early, saving taxpayers money. Once 
the bonds were paid off, all associated taxes would “sunset” out of existence, and 
the arena would be self-suffi cient.

As Lind and Mote saw it, what Facilities 2000 wanted would effectively break the 
PFD’s promise to voters. But the PFD board was now beginning to bend to the 
pressure of pro-convention center forces. The directors wanted a consultant to give 
them a forecast for the district’s reserve fund and squarely examine the question 
of whether there would be enough money in the fund to use for the convention 
center.

THE FIRST L&D REPORT: NO EXTRA MONEY

Despite the grumbling from convention center proponents, the PFD assigned 
its accounting fi rm, LeMaster & Daniels, to use the Roen study in developing a 
forecast of how much of the reserve fund could be accessed for other purposes. 
What was to be the fi rst LeMaster & Daniels report came out on August 24, 1999. 
According to minutes of a subsequent PFD board meeting, CPA Don Reddington, 
the report’s principal author, explained how the fi rm developed inputs for the 
projections.

“In developing the assumptions, it was included (sic) that both revenues and 
expenses were experiencing a growth rate of 3%. Therefore, an offset, or no growth 
assumption, was deemed appropriate.”

Thus, the report wasn’t based on “no growth” in the district’s revenues, but on the 
assumption that expenses would continue to keep pace with growth. To Mote, that 
conservative approach showed how control over the district’s expenses was critical 
if a reserve fund was going to accrue. But the resulting “offset” effect of the key 
assumptions was bleak.

The results shocked everyone by projecting arena losses of $23 million by 2039. 
Under this scenario, not only was there no extra money with which to build the 
convention center, the arena itself could be in trouble.

Mote thought the use of the offsetting assumptions was appropriately conservative, 
because the arena simply wasn’t performing as well as its projections had 
predicted, and its reserve fund interest earnings were inadequate to cover expected 
maintenance costs.
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For the convention center expansion proponents, the LeMaster & Daniels forecast 
was potentially disastrous.

On August 26, 1999, two days after the report appeared, the Spokesman-Review 
ran a front-page story predicting that the fi ndings jeopardized convention center 
expansion plans. “Arena’s fi scal fate in doubt: Report seen as bad news for 
Convention Center expansion,” read the headline.

That newspaper story, say Lind and Mote, caused Facilities 2000 to turn up the 
heat. The group, they say, wanted another report, one with fi ndings that supported 
the convention center expansion. Shortly after the August 26 Spokesman-Review 
story, Mote, Lind, PFD director Rick LaFleur, and CPA Don Reddington, author of 
the LeMaster & Daniels report, met with the Spokesman-Review editorial board to 
discuss the report. That editorial board meeting was reviewed during a subsequent 
PFD board meeting. Former Valley chamber of commerce president Clark Hager 
attended the PFD meeting with his tape recorder.

On Hager’s recording, new PFD board member Trish McFarland, a proponent of 
the PFD’s involvement with the convention center, says: “The criticism that I’ve 
heard about the report -- and I’ve heard it from various leaders -- is based on the 
no-growth projection... It’s a real poignant criticism.”

It was a criticism Spokesman-Review publisher Stacey Cowles appeared to share. 
Reddington quoted Cowles as saying, “What about that zero growth? A lot of us 
are investing a lot of money...”

From that moment forward, says Mote, the board -- except for Carl Lind -- marched 
to the Facilities 2000 drum. Instead of using the LeMaster & Daniels study as an 
exercise in fi duciary responsibility, the board allowed the study to be molded to 
justify a decision that the PFD was under enormous pressure to make.

THE NEXT REPORT:
700 PERCENT MORE MONEY THAN FIRST PROJECTED

“What Facilities 2000 wanted drove us,” remembers Mote. “Their agenda became 
the central focus of our agenda.”

After the “bad news” fi rst report, the PFD negotiated with LeMaster & Daniels to 
produce an “updated” version. The sensitivity of those discussions can be seen in 
a March 28, 2000 letter from LeMaster & Daniels’ Reddington to Mote. Reddington 
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said his fi rm would use a new set of assumptions as directed by PFD management, 
but that the responsibility for those assumptions rested with the PFD, not his 
accounting fi rm.

(An entry in the February 11, 2000 Workgroup 2000 meeting reports that Shaun 
Cross, fi rst a member of Facilities 2000, then a PFD board member, was “working 
with Don Reddington of LeMasters & Daniels to look at assumptions...”)

On June 14, 2000, less than a year after delivering its Dutch uncle assessment, 
LeMaster & Daniels issued a new report on the expected fortunes of the arena. This 
one offered a very different verdict.

And this time the accountants issued what, by any measure, was a remarkable 
disclaimer. They did “not include evaluation of the support for the assumptions 
underlying the revised forecast,” and did “not express an opinion or any other 
form of assurance on the accompanying statement or assumptions.”

The new PFD-supplied assumptions transformed the accounting fi rm’s forecast 
from an arena loss of $22.8 million in 2039 to a surplus of $137.2 million in 2039. 
This spectacular change in the forecast represented a 700 percent boon to the 
bottom line.

Lind rejected the new assumptions and says their impact on LeMaster & Daniels’s 
work troubled him. His pro-convention center board counterparts endorsed them, 
however, and Lind began to see the writing on the wall. It looked as though pro-
convention interests might be able to force the PFD to renege on its promise to 
voters. And because of Cowles media control, Lind thought the public hadn’t a 
prayer of knowing what was really going on.

Even so, Lind wasn’t through fi ghting.

CARL LIND PUSHES FOR NEW BOND COUNSEL

In September 1991, the PFD had fi nally won voter approval to levy a .1 percent 
county-wide sales tax to help build the arena. Added to the two percent hotel/
motel room tax voters approved in November 1990, the new taxing authority let 
the PFD sell its fi rst bonds -- $14 million worth -- in 1992. At the same time, the city 
and county refi nanced the $15.4 million in bonds they had each inexplicably sold 
in 1990 to contribute to the arena’s construction. The mastermind behind those 
complicated transactions was bond attorney Roy Koegen.
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Koegen served simultaneously as the city’s bond counsel, the county’s bond 
counsel, and bond counsel for the PFD. Like Mote, Lind had long worried about 
the legality of some of Koegen’s actions. Lately, Lind’s worries had become more 
pronounced when the RPS garage bonds, a deal Koegen supervised for the city, 
began heading for trouble.

In the spring of 2000, Lind says rumors were reaching him that the state auditor 
had questions about whether the PFD’s 1992 bond sale conformed to IRS tax code. 
(The state auditor’s reports and work papers for this period provide no record of 
any such concern. Compliance with federal tax rules is not typically within the 
scope of state audits.) He can’t now remember the origin of those rumors, but Lind 
says he was troubled enough to accept an invitation from then-mayor John Talbott 
and Spokane Arts and Entertainment (SEACAB) board member Edward Thomas, 
Jr. to meet with local offi cials of the state auditor’s offi ce.

Talbott and Thomas confi rm that this meeting took place. Talbott believes it was 
in May, because the weather was warm, and John Powers had yet to declare his 
mayoral candidacy. (Powers declared in June.) Like Lind, neither Talbott nor 
Thomas can recall details of the meeting. None of the three took notes, and they 
can’t remember the names of the offi cials representing the state auditor. There is 
no record of the meeting in the auditor’s fi les, and the local representatives of the 
auditor’s offi ce who worked most directly on the PFD’s audits during that period 
say they have no recollection of such a meeting. Like Lind, however, Talbott clearly 
recalls his concerns at the time. He says he called for the meeting because he was 
pressing to have a full-time independent auditor appointed for the city.

“I felt at the time that every issue was offered in such a complex form that no one 
could understand it, and that the city was being ripped off by special interests 
trying to take advantage of the taxpayers,” said Talbott.

Asked what special interests, he said: “One of the big ones was the Spokesman-
Review... the Cowles family, and the newspaper literally, because it was only 
telling one side of the story. That was a major special interest. Aligned with the 
Spokesman-Review was the chamber of commerce.”

In the fi nal months of 2000, Koegen was recommending that the city, county and 
PFD -- his clients all three -- refi nance the $44.8 million in bonds sold in 1992 to 
fi nance the arena.

By this time, Lind’s confi dence in Koegen was gone. He didn’t like the district’s 
fi nancial partnership with the city and county over the arena, because he thought 
it nullifi ed the district’s promised independence from the other two governments. 
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Given his long-held reservations about the district’s involvement with the city 
and county, the mounting trouble at RPS, and those unsettling rumors about state 
auditor concerns, Lind feared there might be legal skeletons in the PFD’s closet the 
board didn’t know about. He says he repeatedly urged the PFD board to “explore 
the question whether or not we could possibly bond ourselves, refi nance ourselves 
without the city and the county, and Koegen wouldn’t do that. He just wouldn’t do 
that... I just had problems with, from my perspective, the good old boy system. He 
[Koegen] was representing the city and the county, and they were participants in 
[the PFD’s] fi nancing structure, and I just didn’t like that.”

In any case, if Koegen’s 1992 bonds were to be refi nanced, Lind didn’t want 
Koegen representing the deal. He wanted the opinion of another attorney that the 
1992 bond sale had not violated IRS code, and that those bonds could be legally 
refi nanced. This was a deal-breaking concern. As Nave had reported in 1999, if the 
bonds couldn’t be refi nanced, then the PFD couldn’t be involved in the convention 
center project.

Although Lind was outnumbered by new, pro-convention center PFD board 
members at the time, he nevertheless took the initiative. In February 2001, he called 
an executive session and managed to get Koegen fi red as PFD bond counsel and 
replaced by Foster Pepper’s Nave.

To make sure the PFD had not broken federal tax law in its Koegen-supervised 
bond deals, Nave needed to review records of the district’s various expenditures. 
Here, Nave collided with the PFD’s Byzantine past.

Through political maneuvering, the city had managed to effectively assume 
administration of the PFD. By this time, executive director Kris Mote, who opposed 
the district being involved in the convention center project, had been ousted in an 
ugly episode. (Her personnel fi les were destroyed in violation of state personnel 
records retention rules, and she brought a defamation lawsuit against the board 
that was settled out of court.)

Mote’s replacement was Kevin Twohig, a city administrator who receives full-time 
pay from the city for managing the arena and part-time pay from the district for 
being the PFD executive director.

THE BURIED DOCUMENTS

After only six weeks on the job, Lind says Nave had to tell the board he couldn’t 
complete his assignment because of what amounted to a city document embargo. 
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When Nave asked the city for invoices of payments to the arena’s various 
service providers, the city refused to turn them over, says Lind. The sum of those 
payments was expected to reveal whether too much of the district’s tax-exempt 
bonds had gone to what the IRS calls “private activities.”

In a preliminary review of his research, at the March 7, 2001 board meeting, Nave 
summarized his initial fi ndings. He said, “because of tax changes in IRS laws, 
you may not be able, after 1997, to issue the arena bonds on a tax-exempt basis. 
Thus, you may not have any savings... My professional advice might come down 
to advising you, as my client, not to proceed... After preliminary research and 
consulting with your general counsel, Ted Stiles, this could place the district in a 
quagmire... As you know, the IRS is in town investigating the River Park Square 
situation. You may not be aware that the IRS, this year, has targeted for special 
emphasis tax-exempt arena bonds.”

That was just the kind of frank advice Lind felt the board needed. But it clearly 
wasn’t what the insiders working for the convention center expansion wanted to 
hear. Because they wanted to use PFD fi nances, legal problems with the district’s 
outstanding debt could ruin the deal.

On March 29, 2001 Nave wrote the district a letter that underscored both his March 
7 warning and Lind’s concerns. Under the heading “Re: Information Needed to 
Complete Tax Analysis,” Nave wrote:” At this time, we are unable to conclude 
that the 1992 District bonds and the lease underlying the 1995 City bonds can be 
refi nanced on a tax-exempt basis.”

Here was a crisis. The inability to complete the refi nancing in question, as Nave 
had explained in his 1999 report to the district, could jeopardize the district’s 
ability to fi nance expansion of the convention center. Nave was clearly raising 
an issue that could be of great potential signifi cance to the IRS. In his six-page, 
single-spaced March 29, 2001 letter, Nave listed dozens of questions that had to be 
answered in order for him to sign off on the refi nancing. (To download the letter, 
click here.)

According to Lind, city fi nance director Dick Cook, a long-time colleague of 
Koegen’s, told Nave the records Nave wanted were unavailable. Those records, 
says Lind, were of payments made to Spokane Chiefs hockey team owner Bobby 
Brett, Service America, and other private contractors to the city. These were 
precisely the types of payments that would reveal whether too much of the arena 
bond proceeds had gotten into private pockets.

Lind says Cook told Nave that the records were stored in an off-site missile silo and 
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couldn’t be produced. Cook refused to allow Camas to tape record an interview 
with him on this matter, but he confi rmed that he did not provide Nave with the 
records he sought.

“Those records weren’t available handily,” said Cook. He says that even though 
Nave had fi led a formal request for the records in question under the state’s Open 
Public Records Act, “I’m not sure anything went to Jeff [Nave] at any point.”

Because Nave couldn’t get the records he needed to complete his task, as Lind tells 
it, board chairman Bill Williams motioned for Nave to be fi red and replaced by 
Koegen. Lind says the move infuriated him. Lind says the pro-convention center 
board, with Lind as the lone dissenter, accepted Williams’s motion. In the blink 
of an eye, Carl Lind’s rebellion was over. Williams did not respond to a Camas 
interview request.

Lind believes Nave was wrongfully terminated.

“I was -- pardon my French -- I was pissed off,” says Lind. He says Nave was 
seeking records “they didn’t want him to have, so they got rid of him.”

Lind was so upset by the reversal that he advised Nave “to pursue the question,” 
meaning take some form of action against the board. Public interest, federal tax 
rules, and millions of dollars were at stake. Nave declined, according to Lind, 
saying it would hurt his fi rm’s business to take action against a client. Nave refused 
to be interviewed by Camas about this subject. Sources familiar with the episode, 
however, say it left him angered and shaken.

DOCUMENT DERBY

Says Lind: “The following week, Kevin [Twohig -- Mote’s replacement] made a 
statement at the [board] meeting that everything that Mr. Koegen needed was 
going to be available to him, and we were going to be able to move forward [with 
Koegen’s refi nancing] with no problem at all. He said within a week we’d have 
what we needed.”

Lind says that at a subsequent PFD executive session, “Kevin told us, the board, 
that Roy [Koegen] had obtained what he needed.”

Twohig’s account is different.

“We hired Jeff to handle bond refi nancing for us, part of which required him 
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having to do some opinions for the offi cial statement,” says Twohig. “Jeff was 
not comfortable providing those opinions, though he did spend a lot of time 
reviewing records at the district offi ces. When he reported to the board that he 
was not comfortable with that, the board let him out of his contract, hired Perkins 
Coie. Roy Koegen took on the assignment, and to the best of my knowledge, Roy 
had all of the data that he needed to give his fi rm’s opinion as to the legality of the 
transaction... The same set of records were provided to both attorneys.”

Although Nave’s account of his experience could be of interest to IRS investigators 
as well as a material fact for prospective convention center bondholders, his refusal 
to be interviewed by Camas prevents inclusion of his comments here.

Because Koegen terminated a Camas interview for this article, his version of this 
episode also was not available.

In the wake of his failed coup, says Lind, he was part of a PFD delegation 
dispatched to San Francisco to meet with Standard & Poors and Moody’s to discuss 
the refi nancing. By this time, the city was suing Koegen for his role in the RPS 
garage bond sale, and Lind’s anxiety about Koegen’s involvement with the PFD 
had only deepened.

The ratings agencies “were very inquisitive about the involvement of the city of 
Spokane,” says Lind. “Kevin, of course, was with us, not as a city employee but as 
our part-time manager. And they were assured that the city didn’t have anything 
to do with the bonds.” The concern, according to both Lind and recent public 
statements by PFD chairman Williams, had to do with the city’s involvement in the 
default on the River Park Square garage bonds.

Lind says that Marshall Farnell, representing Spokane County as its budget 
director, also attended the meeting, “and he assured them that the district was a 
viable and straight-forward group of people and very successful.”

ANOTHER UNFAVORABLE REPORT

After the revised LeMaster & Daniels arena report suggested, on reconsideration, 
that PFD pockets were in fact deep enough to swing the convention center deal, the 
next question was how well the new center would do.

In December 2001, LeMaster & Daniels provided the PFD with a “Projected Cash 
Flow Statement and Accountants’ Compilation Report” meant to answer that 
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question. Marked “Preliminary Draft Subject To Change,” it forecast a loss of $30.7 
million by 2031.

Those numbers were unpopular. Lind says board chairman Bill Williams and 
Shaun Cross instructed Reddington to redo his report. (Cross is managing partner 
of the Paine Hamblen law fi rm, which often represents Cowles-owned KHQ TV.) 
Williams and Cross did not respond to Camas Magazine interview requests.

On March 12, 2002, LeMaster & Daniels’s fi rst bleak convention center forecast 
gave way to a much sunnier version. The second report slashed losses by an order 
of magnitude, from $30.7 million to $3.3 million. A few days later, on March 21, yet 
another version slightly upped those losses to $4.7 million by 2031.

In the case of both the arena and convention center fi nancial reports, Lind 
says bluntly that he considers the numbers to have been doctored. He says he 
confronted Reddington about them at a subsequent PFD board meeting.

“How in the world can you change the numbers that much and consider them to 
be valid?” asked Lind. “How can anybody buy into that?... I never liked any of it.”

Reddington refused to be interviewed about the LeMaster & Daniels reports, 
saying the PFD was compiling a response to questions Camas had sent to the 
district.

For both sets of reports, Camas asked the district to provide the magazine with “a 
detailed list of the revised assumptions the district instructed LeMaster & Daniels 
to use in arriving at the revised forecast, and minutes of the PFD board meeting at 
which these revised assumptions were discussed and approved.”

The district’s response continued to obscure the question of precisely how the PFD 
instructed LeMaster & Daniels to change the assumptions that so fundamentally 
altered the accounting fi rm’s fi ndings. Instead of providing Camas with the 
requested list of assumptions, the district sent the LeMaster & Daniels reports, 
which the publication already had, and meeting minutes recording only that 
revised assumptions had been discussed but with no further details.

For instance, minutes of the district’s June 13, 2000 board meeting include a curious 
entry:

“Don Reddington of LeMaster and Daniels explained the revised critical 
assumptions for the long-range fi nancial forecast. Mr. Cross, representing the 
Board as the fi nancial committee, met with Mr. Reddington to fi ne-tune these 
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assumptions. After questions, Mr. LaFleur moved, Mr. Lind seconded that they 
be accepted and that LeMaster and Daniels proceed to fi nalize the report. The 
motion passed unanimously. Mr. Reddington cautioned the Board that this is only 
a planning tool.”

In response to Camas’s questions, the PFD also provided a copy of a June 14, 2000 
letter to the district from Reddington. In that letter, Reddington noted that among 
the “Key issues considered in preparing the updated forecast” were “Management 
[the district board] has made certain assumptions regarding growth rates for cash 
infl ows and outfl ows” and “Management has made certain assumption regarding 
annual rates of return on cash reserves.”

The record provided Camas by the PFD is silent on how “management” arrived at 
those assumptions and communicated them to LeMaster & Daniels. The record is 
clear, however, that Reddington emphasized to the PFD that his fi rm accepted no 
responsibility for those assumptions.

Lind says he is at a loss to understand the reference to his approval of the changed 
assumptions in the June 13 minutes.

“I didn’t approve them at all,” he says. He says he was never even informed of 
what the changed assumptions were. “They were probably alluded to, and I can’t 
say that I understood the whole thing. I don’t think it was ever meant to be that 
way [that he would understand the changed assumptions]. I’ll guarantee I would 
not have voted for the acceptance of those modifi ed numbers.”

Did Lind ever, in any way, agree with the changed assumptions that produced the 
revised LeMaster & Daniels report?

“Absolutely not.”

Although Lind succeeded in having the district cancel LeMaster & Daniels’s 
contract because of the irregularity surrounding the mysterious alterations, 
the district, over Lind’s objections, continues to use both studies to justify the 
convention center project.

Lind considers the drastic report changes so important that he believes they must 
be disclosed and explained in the offi cial statement of any bond offering that relies 
on them.

Like Lind, Mote rejects the LeMaster & Daniels revisions as unbelievable because 
of the “staggering difference” in the assumptions used.



Camas Archive  —553—

At Camas’s request, Mote recently reviewed the reports on projected arena 
revenues. She gave the following assessment in a written memo: “As Don 
Reddington himself states on page four of the June 14, 2000 report, ‘Conversely, if 
each of the cash infl ow (including returns on reserves) and outfl ow assumptions 
are revised downward and upward (emphasis in the original), respectively, one-
half of one percentage point (0.5%), then ending cash reserves are decreased from 
a surplus of approximately $137.2 million to a defi cit of approximately $36.7 
million.’ It’s important to note, once again, that the defi cit projected in 1999 was 
$22,770,000.”

Mote says she considers the fi rst LeMaster & Daniels study to be the reliable one 
because, in her view, it incorporates a conservative approach to forecasting the 
district’s future income and expenses and could have been used to develop a 
fi nancial plan to protect the interests of bondholders and taxpayers.

AN OATH OF SILENCE

By the time a ballot measure was put before Spokane voters in May 2002 that 
would authorize the PFD to expand the convention center, Carl Lind was a nervous 
wreck. For more than a year he had been an outspoken critic of the project. He 
worried that the PFD’s reliance on the rosy, unaudited fi nancial projections ginned 
up in the second LeMaster and Daniels report would leave the district and its 
crown jewel, the arena, fi nancially vulnerable. He was especially upset about the 
ballot language drafted by Roy Koegen asking voters to let the PFD take on the 
convention center.

Missing, said Lind, was any explanation that the “sunset” clause of the county-
wide sales tax was being removed. Voters had previously approved that tax on the 
condition that it would end when the arena bonds were paid off.

As the May 2002 election approached, the district told voters that it needed to 
extend its hotel/motel tax and sales and use taxes “beyond 2017” to fi nance so-
called “regional projects” -- the convention center expansion, improvements at the 
county fairgrounds, and the CenterPlace project at Mirabeau point in the Spokane 
Valley. What bothered Lind is that voters weren’t being told explicitly that the 
district now had the authority to levy a sales tax on county residents indefi nitely. 
The district had been careful not to promise voters when, if ever, its power to tax 
county residents and businesses would end. This was a blatant reversal of the 
promise made to voters when they approved the PFD’s creation. It was exactly the 
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kind of shell game that Talbott, Lind, and many of the district’s critics stayed up 
nights worrying about.

Lind despaired of the community’s vulnerability to the Cowles media/PR machine 
behind the convention center. The people of Spokane County, he thought, were 
being asked to permanently tax themselves to build a facility that primarily 
benefi ted Cowles downtown property interests. And they weren’t being told 
anything about the potential for the convention center fi nancing to devour reserves 
previously set aside for the arena.

In editorials in the weeks leading up to the election, the Spokesman-Review 
heaped praise on the PFD board in an interesting way. It applauded them for their 
record of securing a sound fi nancial base for the arena and used this as a reason the 
board could now be trusted to handle the convention center. What the paper didn’t 
tell its readers is anything about the risks the convention center project posed 
to the arena fi nancing, or how the board had commanded an arbitrary revision 
of a conservative fi nancial analysis because the fi rst results were unwelcome to 
convention center proponents.

Not surprisingly, the newspaper devoted little space to critics, and when it did, it 
cast them and their concerns in an unfl attering light. This, for example, is how the 
paper reported on May 2, 2002 on critic Clark Hager and the group Hager headed 
up to oppose to the measure:

“So far, its ad campaign has consisted of a Vote No placard attached to a hat Hager 
wears to PFD meetings and public events, prompting Powers to refer to Hager as 
the ‘mad hatter.’ ‘’

No space in the story was devoted to actually reporting on the substance of 
Hager’s criticisms, beyond the news that his group’s message was that “there are 
too many questions surrounding the proposals.”

As for Lind, his condemnation of the convention center around town eventually 
led to what he experienced as overwhelming pressure to at least hold his tongue if 
he wouldn’t go along. Lind was taking every opportunity to speak out publicly, not 
against the convention center project itself, but against the PFD’s involvement in 
it. He thought the Spokesman-Review’s reporting of the story was slanted toward 
keeping voters in the dark about the risks and long-term costs. Lind says he was 
under pressure to keep these views to himself.

The pressure culminated just before the 2002 vote, he says, when a phone call put 
him in an awkward position.
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“I received a call from Commissioner [Phil] Harris, and he requested that I not 
make any public statement relative to the ballot issue prior to the election, that I 
wouldn’t be public...not to go out with an explanation... and make people aware of 
just exactly what was involved.”

What was involved, Lind says, was nothing less than what he regarded as a 
concerted effort to mislead voters about a decision with hundreds of millions of 
dollars of tax implications. Lind says Koegen drafted, and re-drafted, the ballot 
language several times to accomplish what convention center proponents wanted. 
By merely asking voters to extend the sales tax “beyond 2017,” the ballot syntax 
made it all seem so painless.

Lind says he was surprised by Harris’s call, “because the district is not supposed 
to take any direction from local government. It’s an entity unto itself, empowered 
by the legislature and the voters of Spokane County. And that’s the reason that it 
[Harris’s call] took me aback.”

Lind says that what was awkward about the call is that Harris was appealing 
to him as a fellow member of the Masonic Lodge. As a fellow Mason, Harris 
was asking Lind to keep his mouth shut about a political matter of profound 
importance to local taxpayers and voters. Moreover, says Lind, Harris reminded 
him of a Masonic creed that required Lind to keep Harris’s request a secret.

Taken by surprise, Lind agreed to honor Harris’s Masonic appeal. “I probably 
shouldn’t have,” he now says.

Harris’s request confronted Lind with a personal crisis. He found the situation so 
stressful that he left town until after the election. But the crisis of conscience never 
abated, which is why Lind is now speaking out about what happened.

Harris did not respond to a Camas interview request.

After 12 years of service, Carl Lind resigned from the PFD board last winter, 
predicting the convention center project would end in a “train wreck.” Nothing 
that has happened since then has changed his mind. That saddens him, because 
he thinks Spokane’s name is about to be further sullied by another public fi nance 
fi asco like River Park Square, caused by the same players and same furtive tactics 
that make fooling the Spokane public a way of life.

Lind considers himself well out of the PFD’s affairs.
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Kris Mote shares Lind’s fear that the convention center project will drag Spokane 
-- this time perhaps including the entire county and the new city of Spokane Valley 
-- into another securities fraud scandal.

“Because of all the skullduggery, I don’t see how they can avoid a fi nancial crisis at 
this point,” she says.

Continued in Part 4:”Two Grumpy Old Men”

[For purchasers and Gold subscribers]
To download Jeff Nave’s March 29, 2001 letter, click here.

To return to Part 1, “ALL THE USUAL EXPERTS: How the ghost of River Park 
Square haunts the convention center project,” click here.

To return to Part 2, “THE NOTE-TAKER AND THE WIZARD,” click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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CITY SEEKS CONTEMPT CITATION AGAINST BETSY COWLES 
(JULY 29, 2003)
Siddoway says recent mailings violated mediation confi dentiality order

OVER THE PAST SEVERAL YEARS, River Park Square developer Betsy Cowles 
and her public relations fi rms have occasionally sent letters to a list of “friends,” 
supporters of the downtown redevelopment project. Sometimes the letters have 
been used to share positive news about the mall and its garage. At other times the 
“friends” have been asked to contact city offi cials and persuade them to vote the 
way the RPS developer would like.

Cowles’s latest such letter has prompted the city’s special counsel, Laurel 
Siddoway, to seek a contempt of court citation against Cowles, her family’s real 
estate companies, and an RPS public relations fi rm.

Cowles’s July 7th letter blames the city for a looming shortfall in the repayment of 
the $22.65 million federally backed, city loan to RPS. (See, “Unwelcome Surprise.”) 
Cowles asserts the city “caused the shortfall by failing to deposit more than $1 
million in the loan repayment account.”

This refers to parking meter money the city refused to loan to the fi nancially ailing 
RPS garage. (The way the convoluted RPS transaction works, a large portion of the 
city’s “loan” payments would literally be passed right back by RPS as part of the 
funds used to repay the city for the $22.65 million loan.)

For Siddoway and the city, Cowles’s letter and an attached three-page briefi ng was 
the last straw. In May of last year, Mayor John Powers took the unusual step of 
calling a press conference to complain that Cowles and her public relations team 
were involved in a “cynical p.r. attack campaign” to “discredit the city in the public 
arena” over the RPS controversy.

This time, however, the city is seeking contempt citations and permission from the 
court to put aside the confi dentiality order so the city can tell its side of the story to 
the public.

On July 10th Siddoway fi led a motion with Lonny Suko, the federal magistrate 
judge to whom the RPS garage dispute has been assigned for mediation. The 
motion asks Suko to certify RPS violations to confi dentiality orders. With Suko’s 
certifi cation the city intends to go to district court Judge Edward Shea to request 
contempt citations against Cowles real estate companies, and the Rockey Company 



Camas Archive  —558—

public relations fi rm “and their responsible offi cers and employees.” (Shea, since 
2001, has presided over the RPS federal securities fraud case, and it was Shea who 
assigned Suko to mediate.)

Ironically, the statements by Betsy Cowles that ignited this controversy have to do 
with an explosive issue that none of Spokane’s mainstream media, most notably 
the Spokesman-Review, have covered: who will be held most responsible -- the city 
or the Cowleses -- for millions of dollars in projected losses of block grant funds?

Cowles’s July 7th letter followed a June 2003 River Park Square “Progress Report” 
distributed by the Rockey Company that lambasted the city. The headline on the 
report read “River Park Square Fulfi lls Its HUD Role” and told readers that the RPS 
developer had made all its required contributions to the loan repayment account 
set up to repay the $22.65 million loan. (The federal department of Housing and 
Urban Development routed the $22.65 million loan to RPS through the city, and 
the city was required to pledge its future block grant funds to secure the loan from 
HUD.)

Above the “Progress Report” headline was another line: “City’s Actions Jeopardize 
HUD Loan.” The article, written by the Rockey p.r. fi rm, reported that the HUD 
loan repayment account “faces a shortfall” because the City “failed to keep its 
promises regarding the project” and, specifi cally, failed “to honor its pledge to use 
parking meter revenue to cover any shortfall in garage operations and ground lease 
payments.”

The “Progress Report,” however, failed to disclose several key facts about the 
approaching default. Documents released through discovery in the federal lawsuit 
show the Cowles family, early on, refused to pledge suffi cient collateral for the 
loan. If HUD guidelines had been followed, a Cowles letter of credit or similar 
guarantee would have prevented any exposure of the city’s block grant funds.

Siddoway seized on this issue in a declaration attached to her motion.

Cowles’s letter and the earlier mailing, Siddoway wrote, “grossly mischaracterize 
issues relating to the HUD loan by failing to disclose the developer corporation’s 
own defaults and the overall under-collateralization of the loan.”

Another key fact missing from the report: “loans” of parking meter funds from the 
city could not prevent the projected default. This is because the lion’s share of the 
money dedicated to repay the loan is supposed to come from Nordstrom annual 
lease payments, amounts that fl uctuate dramatically with variations in gross sales. 
Sales at Nordstrom have fallen far below projections given the city by the RPS 
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developer. So even if all the parking meter loans are made, the city now forecasts 
loan shortfalls totaling more than $6 million.

In her July 10th motion, Siddoway focuses on the infl ammatory rhetoric of 
Cowles’s July 7th letter. “Why is the city exposing the neighborhood projects and 
not tapping the money in the escrow account?” Cowles asked. The reference to 
the escrow account is to the court-ordered account in which the city’s parking 
meter funds are accruing, with interest, until the state courts enter a fi nal ruling on 
whether the city has to loan the money to the RPS garage.

“We feel strongly,” Cowles added, “that the CDBG monies [the HUD block grant 
funds] should not be used as a pawn in the other pending litigation concerning the 
project.”

Cowles urged readers to share her messages with “associates and friends.”

Those passages, Siddoway contends in her motion, are part of a public effort 
by Cowles and her p.r. fi rm to cast the city “as taking unreasonable settlement 
positions” and as “being indifferent” to the fi nancial exposure of the block grant 
funds.

More importantly, Siddoway alleges the statements violate a series of written and 
oral directives from Suko instructing parties to the litigation to refrain from public 
communications about issues involved in the dispute.

In her letter, Cowles asserted that she and her negotiators had made “numerous 
attempts to resolve the HUD and parking garage issues” and that the RPS 
proposals “have been designed to remove from jeopardy the City’s annual CDBG 
grants.”

A Camas reporter emailed Betsy Cowles on July 23, asking her to identify the 
proposals she was referring to, when they were extended to the city, and whether 
such proposals were still “on the table.”

Cowles responded with a July 25th email that did not answer those questions. 
“There are a number of specifi c proposals that are part of the public record,” she 
wrote, “which you, and everyone else, can review. The exception being that more 
recent communications (Occurring in mediation before the federal court) are 
covered by an order requiring that they be maintained in confi dence.”

Cowles declined to say whether any of the proposals she had described were still 
“on the table” for negotiation.
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In her motion, Siddoway asks Suko to grant relief from his confi dentiality orders, 
so the city can publicly respond with its own information about:

*A “statement of position” given by Cowles during the course of mediation “of her 
belief as to the fair market value and marketability” of the RPS garage.

*The “settlement proposals” Cowles has made to the City “during the course of the 
mediation,” and,

*The settlement proposals the city has made to Cowles companies during the 
course of the mediation.

Both Siddoway and Cowles attorney Les Weatherhead declined interviews with 
Camas, citing their sensitivity to Suko’s confi dentiality orders. Both said they 
would rely on their legal fi lings to represent their views.

In the brief he fi led last Friday in response to Siddoway’s motion, Weatherhead 
offered three points of rebuttal:

1) He disputed that his clients had made any public statements “outside the scope 
of the court’s narrowly-framed confi dentiality order.”

2) Suko’s orders, he argued, did not preclude parties from “commenting on matters 
of public knowledge and intense public interest.”

3) He asserted that the mayor and Siddoway herself have made public statements 
or public releases of materials to the press comparable to the communications by 
Cowles the city now wants to sanction with a contempt citation.

Suko told Camas he expected to respond to the city’s motion for his certifi cation 
sometime after August 14th. He confi rmed that if he agreed to a certifi cation along 
the lines sought by the city, his recommendation for sanctions and/or remedies 
would pass to Shea for a fi nal ruling on the matter. Thus far, Suko said, neither 
party has requested oral arguments on the motion.

THE END

Download: The City’s Motion To Certify Facts; Witherspoon, Kelley Response to 
City;  Les Weatherhead Affi davit

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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DOCUMENT OF THE WEEK (JULY 30, 2003)
The Mysterious Case of the Tax Loophole:
Or why Spokane didn’t get to vote on the city’s 1990 arena bonds

A QUESTION WAS LEFT HANGING at the end of Part 2 of Camas’s series on 
the planned expansion of the Spokane convention center, “All the Usual Experts.” 
How could the city have issued $15.4 million in bonds in 1990 to help fund the 
construction of the Spokane arena without putting that bond issue to a vote?

The passage of Proposition 4 in November 1987 created Section 85 of the Spokane 
City Charter. Section 85 unequivocally requires a public vote before the city can 
borrow money to fund capital projects. It specifi cally cites “coliseums, convention 
centers, stadiums” on the list of projects covered by the measure. Moreover, it 
requires that in putting such approval before the voters, the city must “designate” 
the revenue source from which it would repay the debt.

Neither of these things happened before the city joined Spokane County in 
December of 1990 to issue $30.8 million in “lease revenue bonds” ($15.4 million 
from each entity) that would be used by the Spokane Public Facilities District (PFD) 
to build a new arena. Why not?

Prior to publication, Camas sought an explanation from city attorney Mike 
Connelly who, although fi rst informing a Camas reporter that he would respond, 
did not.

Two days after the story was posted, Camas logged (on July 9th) a public records 
request with the city seeking legal opinions fi led in connection with the 1990 
bond issue, and specifi cally any legal opinions fi led by the city attorney or bond 
counsel addressing the legality of the bond issue with regard to Section 85 of the 
city charter. Our hope was that the legal opinions would answer the question 
about why the public didn’t get to vote on the 1990 bonds. The city, in reply, said it 
expected to be able to respond to the request by Monday, July 28th. Milt Rowland, 
one of Connelly’s assistant attorneys, told a Camas reporter Tuesday that the city 
still had not located either the offi cial statement for the bond issue or the legal 
opinion that would have been expected to have accompanied the statement.

“There should have been a stage at which the opinion got plugged into the OS 
[offi cial statement] and the OS got plugged in at the clerk’s offi ce,” Rowland said. 
“So I’m perplexed why the clerk’s offi ce doesn’t have it.”

Rowland said the city was now trying to locate the missing documents from 
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former city bond counsel Roy Koegen’s former law fi rm, Perkins Coie, but that this 
was proving complicated because Perkins Coie no longer maintains an offi ce in 
Spokane.

There was, however, an informal response that almost certainly solves the mystery. 
By chance, a Camas reporter crossed paths with Connelly a week after the public 
records request had been fi led. The city attorney volunteered that he had obtained 
the city clerk’s fi les connected with the 1990 ordinance and had begun reviewing 
them. At the same time, he invited the Camas reporter to review those fi les.

The fi les answered the question. In language crafted by then-city bond counsel 
Roy Koegen, the last section of Ordinance C-29937 is a declaration of “emergency 
and urgency” allowing the ordinance to take effect immediately. The declaration of 
the public emergency simply shuts down all the restrictions of charter section 85. 
The requirement for a vote is dispensed with when a public emergency has been 
declared.

But this begged another question. What was the emergency? Was the old Spokane 
coliseum an imminent threat to public safety? Was a new arena going to protect 
Spokane neighborhoods from felons or wildfi res?

Not quite. As Camas reported in part 2, Koegen had worked with former House 
Speaker and Fifth District Congressman Tom Foley to fashion a “transition tax 
rule” -- specifi cally crafted for the Spokane arena bonds. The Foley/Koegen 
loophole exempted those bonds from changes in federal tax rules passed by the 
Congress in 1986. Since 1954 the amount of tax-exempt bond proceeds that could 
be spent for private purposes was 25%. The 1986 rules tightened that down to 10%, 
presumably to protect the public from abuses. The Foley/Koegen loophole allowed 
25% of the arena proceeds to go to private pockets. On a $30.8 million bond sale the 
exemption would allow an additional $4.62 million to go for private purposes. The 
catch was that the loophole was about to snap shut because it had an expiration 
date. The Spokane arena debt had to be issued before the end of 1990, or the stricter 
1986 rules would be enforced.

Apparently, to have missed the deadline would have meant one of two things. 
Either the bonds would be issued as tax exempt bonds under the 1986 rules but 
without the additional $4.62 million available for private purposes, or the bonds 
would have to be issued without the highly valued tax exemption, something that 
would have added several millions of dollars to the long-term fi nancing costs of 
the bond issue.

Section 16.15 of the city’s December 18, 1990 ordinance explains that “in order for 
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the 1990 bonds to be issued by December 31, 1990, this ordinance must become 
effective immediately upon its adoption.” If the city could do so, the emergency 
language read, the bond issuer “will save approximately $7 million in present 
value debt service.”

Obviously, a $7 million saving in interest payments on a $15.4 million bond sale 
is an enormous benefi t. But where did those savings really come from? Because 
Koegen authored this claim, he is clearly the best person to answer the question. 
However, the former city bond counsel is no longer talking to Camas reporters 
about the transaction.

One obvious question is, which individuals or companies benefi ted from the 
additional $4.62 million in tax-exempt fi nancing of the 1990 bond sale? Another is 
whether Koegen and the city used a claim of “present value debt service” savings 
as a cover for the funneling of public money to private parties.

The emergency clause of the 1990 ordinance gives the appearance of a ruse 
to hoodwink Spokane’s taxpayers. As a scheme to avoid public scrutiny and 
cumbersome public debate, it resembles that of River Park Square. (In January 
1997, the city council pronounced a public emergency to approve the sale of the 
River Park Square garage, a declaration that was labeled “preposterous” by one of 
the supreme court justices who reviewed the case.)

Still, what the lawyers (including Connelly) have noticed is that the state’s courts 
are not inclined to question legislative declarations of public emergency, regardless 
of how ludicrous the lawmakers’ reasoning seems to be. Indeed, at an April 3, 2003 
briefi ng of the city council, Connelly recommended that the city use an emergency 
ordinance to adopt what was then the proposal for the city’s participation in 
the PFD’s convention center fi nancing plan. The logic, he explained, is that an 
emergency declaration would thwart any citizen suit that might be brought as a 
challenge under Section 85. He said he thought an emergency could be justifi ed 
because of a deadline that the state imposed on its grant money for the expansion 
project.

“This would make it more ironclad,” he said, in recommending the emergency 
declaration.

His advice drew a groan from council president Rob Higgins.

“Don’t ask us to do that,” Higgins said.
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Councilwoman Cherie Rodgers, with acid sarcasm, also chimed in. “That worked 
so well the last time we did it,” she said dryly, in obvious reference to RPS.

Had the city council taken Connelly’s advice to declare an emergency and fi nance 
the convention center expansion as the PFD then wanted to do it, the city’s debt 
exposure would have been enormous. As Connelly himself noted in an April 25 
memo he and assistant city attorney James Richman sent the city council, the 
fi nancing plan Connelly wanted to expedite with an “emergency” declaration 
would have put “the city in the position of guarantying not only the $70 million in 
District bonds but also the $2.5 million reserved exclusively for the County’s and 
Valley City’s bonds.”

As it turned out, the plan under consideration was withdrawn, and the city, earlier 
this month, voted 6-1 to approve another plan with far less involvement and 
fi nancial exposure for the city.

THE END

Download the December 18, 1990 Emergency Declaration
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COURT ASKED TO ORDER CITY COMPLIANCE (AUG 5, 2003)
Magazine’s lawyers say city improperly silencing witnesses in Camas public 
records case

FOR THE SECOND TIME in as many years, lawyers for Camas Magazine are 
seeking a court order to force past and present city offi cials to answer questions 
about the creation and handling of documents related to the River Park Square 
public/private partnership.

The motion fi led Monday by Seattle attorney Steve Berman seeks to end a 
stalemate in the case that began last March: during a deposition in the Camas 
public records case, city attorneys instructed former city councilmember Orville 
Barnes not to answer questions during a deposition. (Barnes was asked if the 
RPS developer had approached the city to initiate discussions about the city’s 
participation in the planned mall redevelopment.)

Because Camas lawyers and counsel representing Barnes and the city could not 
resolve the dispute on the scope of the deposition or the amount of time required 
for the testimony, Barnes’s deposition ended shortly after it began.

Berman asserts the instruction to Barnes not to answer as well as efforts to 
“coach” Barnes in his answers during the deposition were a violation of civil rules 
governing discovery. He also claims the city’s and Barnes’s behavior violated a 
May 8, 2002 order entered by Spokane County Superior Court Judge James M. 
Murphy that defi ned the scope of discovery appropriate for this case. Murphy has 
since retired. Monday’s motion was fi led with Judge Maryann C. Moreno, to whom 
the case has since been assigned.

Says Berman: “City attorneys need to stop obstructing discovery so we can get on 
with defi ning the universe of documents it withheld from public view.”

The motion asks Judge Moreno to do the following:

1) Compel the city to fully comply with Judge Murphy’s discovery order.
2) Allow deposition transcripts from the RPS federal securities fraud case and other 
RPS litigation to be used as evidence in the Camas public records case.
3) Establish a schedule for bringing the records case to conclusion, and,
4) Force the city to reimburse Camas attorneys for costs incurred as a result of the 
aborted Barnes deposition.
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Under the schedule proposed by Camas attorneys, discovery in the case would 
conclude by the end of 2003.

THE END

To download the Camas motion, click here.
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DOCUMENT OF THE WEEK (AUG 7, 2003)
City bond counsel gave advice to the Cowles family. “If Talbott knew... it would 
be a very bad thing.”

IT WAS JUST A PHONE CONVERSATION between Janet Gilpatrick and Roy 
Koegen, nothing too unusual.

The two had been acquaintances for years. He was the most prolifi c bond lawyer 
in Eastern Washington. She was the well-known former district aide to House 
Speaker Tom Foley who had taken a new position in 1999 on the staff of the Rockey 
company, the statewide public relations fi rm for River Park Square.

This time, however, Gilpatrick wrote a memo about the August 22, 2000 
conversation, addressing it to RPS developer Betsy Cowles and to Gilpatrick’s 
colleagues, Jennifer West and John Giese.

“Wanted me to know,” she reported, “that he [Koegen] had spoken with Stacey 
[Spokesman-Review publisher, Stacey Cowles] and he feels Stacey understood his 
message: Use the newspaper to investigate what the realities of the falling bond 
rating will do to this community.”

In other words, Koegen was urging the Cowles family (whose real estate 
companies the city was now suing, and vice-versa) to use their newspaper 
to infl uence his client. It was potentially explosive advice and, according to 
Gilpatrick’s memo, Koegen stressed how sensitive the situation was.

“He is very, very concerned that his handprints are not on any of these ideas,” 
she wrote. “And if [then-mayor John] Talbott knew he had any contact with ‘the 
family,’ it would be a very bad thing.”

August 2000 was the dog days in the battle over River Park Square. Koegen was 
clearly frustrated because his client, the City of Spokane, was not taking his advice. 
A new council majority had hired a special counsel to try to get Spokane out of 
a mess they believed Koegen and city attorney Jim Sloane had gotten them into. 
A hearing on a proposal to disband the Spokane Parking Public Development 
Authority (PDA) was set for September. Disbanding the PDA was seen as a way to 
get around the council’s 1997 promise to loan the city’s parking meter money to the 
PDA in order to prop up the ailing River Park Square garage.
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In a recent Camas interview, Gilpatrick said she thought it was Koegen who 
initiated the August 22nd phone call. As the River Park Square controversy heated 
up, she says, she and Koegen regularly discussed it on the telephone.

Her memo indicates that Koegen not only feared for Spokane’s reputation, but his 
own.

“Roy needs to be concerned with the falling bonds rating and what the 
bondholders are going to do. There is a huge reputation problem here as you well 
know. I feel he is really experiencing some pressure now that is refl ecting in the 
business area of his fi rm. He is quite interested in facilitating some on-going actions 
that indicate progress in solving this ‘stressful situation.’ He is hastening to tell me 
that 90% of his business is now outside of Spokane...and I’m telling him that that’s 
a very smart thing to do. He is the consul [sic] for the entire city council, not just 
the mayor, he says. He [sic] somewhat in a scramble now.....feels [city councilman 
Steve] Eugster is trying to tear the city apart.”

Gilpatrick’s memo is one of several Rockey documents that have come to light in 
discovery in the RPS securities fraud case indicating that the p.r. fi rm’s role goes 
beyond public relations for the mall and deeply into the area of political advice for 
the Cowles family.

“I think it was both,” Gilpatrick acknowledged. “At some point it would be hard to 
draw a line on that.”

Gilpatrick is sympathetic with what Koegen was trying to accomplish in 2000.

“There were times,” she said, “that he was trying to be thoughtful and broad-based 
with the impact [of the garage impasse].”

Gilpatrick left the Rockey fi rm later in 2000 to start her own consulting fi rm. The 
next year, under a new mayor whom the Cowles newspaper had endorsed, Koegen 
was sued by the city. Among other things, the city alleges Koegen failed to disclose 
“actual or potential” confl icts of interest and failed to fully inform city offi cials 
about Spokane’s risks in the RPS garage transaction. He is now with the Lukins 
& Annis fi rm in Spokane. A fax of the memo was sent earlier this week to Koegen 
with a request for his comments. He did not respond.

THE END

To download the August 22, 2000 Janet Gilpatrick memo, click here.
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BETSY’S CHOICE (AUG 10, 2003)
Behind the scenes in the River Park Square garage transaction, a hidden battle 
raged about whether it could be done legally. New documents show how the 
lawyers faced a fateful decision. And how developer Betsy Cowles dealt with it.

FOR MONTHS AFTER the city council approved the public purchase of the River 
Park Square garage, a battle was raging out of sight. Unbeknownst to the citizens 
of Spokane and future bond buyers, the bond lawyers involved with the deal were 
trying hard to change it or stop it.

The battle was fought over a fundamental question upon which tens of millions of 
dollars were being wagered. Was the renovated garage going to be a public facility 
as both state and federal law required? Or was it to be a private facility beholden to 
the demands of anchor tenant Nordstrom?

Documents recently released through discovery in the federal RPS securities 
fraud case show that developer Betsy Cowles knew of the lawyers’ warnings. 
Even Nordstrom was worried about the public fi nancing plan. The Seattle-based 
retailer applied pressure to resolve the issue swiftly and in a way that protected 
Nordstrom’s private interests.

Cowles had a choice to make.

A summary of the key cast of characters in the drama is as follows:

Betsy Cowles, the developer, Cowles Publishing Co. executive and head of Cowles 
real estate companies

David Johansen, Attorney with Lane, Powell, Spears, Lubersky, representing 
Nordstrom.

David Mackie, Nordstrom vice president in charge of real estate.

Duane Swinton, Cowles attorney with Witherspoon Kelley Davenport & Toole

Stan Schultz, another attorney representing Cowles interests with Witherspoon 
Kelley

Roy Koegen, Spokane’s bond counsel, with international law fi rm Perkins Coie
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William Mantle, tax specialist with Preston Gates & Ellis.

David Thompson, attorney and municipal fi nance specialist with Preston Gates.

THE STRUGGLES AMONG THE LAWYERS began months before the 
controversial garage purchase was brought before the Spokane city council.

On July 29, 1996 city bond counsel Roy Koegen wrote to Stan Schultz, a Cowles 
attorney, to reiterate objections they’d been raising with RPS “for the last six 
weeks.” Koegen wrote that he and senior city offi cials had looked at the Nordstrom 
contracts the RPS developer wanted to enforce at the garage and concluded 
the city could not be a party to them, because “they establish too much private 
involvement in municipal decision-making and control.”

At the time Cowles was asking $29.8 million for the garage, which she hoped 
would be purchased with city-backed revenue bonds. The council, however, 
balked at a direct purchase and, in an effort to move the transaction forward, an 
alternative plan was proposed. It was known as “63-20” fi nancing, in reference to a 
federal rule through which a non-profi t corporation could buy the garage with tax-
exempt bonds “on behalf of” the city.

On October 25, 1996, Koegen sent a long memo to Mayor Jack Geraghty and the 
Spokane city council, briefi ng them on the “63-20” plan. Nearly all of the memo 
focused, in detail, on the IRS requirements. (The IRS would later invoke these same 
rules in its opinions that the transaction violated federal law.) Moreover, Koegen 
noted on the fi rst page of the memo that the IRS “has stated a willingness to render 
advance rulings” on whether such plans conform to IRS rules. But the RPS garage 
fi nancing plan was never submitted to IRS.

Cowles addressed the prospect of the new plan in a “Confi dential Memorandum” 
to a select group of her supporters on November 8, 1996.

“One alternative to the original plan [for direct purchase by the city],” she wrote, 
“is something called a 63-20. Under the 63-20, a non-profi t, not the city, would 
purchase the garage. To pay for the garage, the non-profi t would issue tax exempt 
bonds which would be repaid with revenue generated by the garage.”

“The non-profi t concept,” Cowles explained in the memo, “solves some of the 
political and legal issues with which we have been struggling, but we are having 
diffi culty making it work fi nancially. The basic problem is that the only asset the 
non-profi t has is the garage itself. This could mean that bonds may have to be sold 
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at a junk bond rate. The higher interest means the non-profi t could not afford to 
issue a suffi cient amount of bonds for River Park Square to get adequate value out 
of the garage.”

The specter of junk bonds was a new problem -- one created by the city not directly 
backing the bonds. Junk bonds would have meant higher interest payments -- 
money taken out of garage cash fl ows that would otherwise be collected by Cowles 
companies.

The worrisome “junk bond” problem was solved by getting the city to indirectly 
back the bonds with its January 27, 1997 pledge of parking meter revenues. 
Although Spokane didn’t put itself directly on the hook for debt service on the 
bonds, its pledge of parking meter “loans” to help cover rent and operations costs 
at the garage was received by the bond markets as a “credit enhancement.” It was 
just enough to get the bonds rated BBB- by Standard & Poors, a notch above junk 
bond status. Still, the BBB- rating, gave the bonds investment grade status and, in a 
fl ash, preserved millions of dollars in the garage’s so-called “investment value” -- 
not for the city, but for Cowles.

Contrary to the assurances Cowles provided in her November 8, 1996 memo, 
however, the serious legal problems with tax-exempt fi nancing remained.

The “63-20” required a new non-profi t corporation to issue the bonds instead of the 
city. The Spokane Downtown Foundation was hastily created by Cowles lawyers, 
and it came with its own lawyers and tax specialists. It ultimately would rely on 
Seattle’s oldest law fi rm and the state’s highest-profi le legal team in the fi eld of 
public fi nance -- Preston, Gates & Ellis.

Just days after the Spokane city council voted to approve the garage transaction, 
Cowles attorney Duane Swinton wrote a long January 31, 1997 letter to David 
Thompson, a municipal fi nance specialist in Preston Gates’s Seattle offi ce. Preston 
Gates had reached the same conclusion as Koegen had earlier -- that the parking 
covenants presented an illegal encumbrance for a public fi nancing. And that 
position, wrote Swinton, “is creating some diffi culty concerning our discussion 
with Nordstrom.”

“Nordstrom has an expectation,” Swinton reported, “that, if it is going to commit 
to downtown Spokane, once the City takes title to the parking facility, it will agree 
to be bound by those covenants and agreements.” He concluded the letter by 
reminding Thompson: “This is a very critical issue with regard to Nordstrom’s 
commitment to the project.”
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On June 25, 1997 Swinton wrote to David Mackie, a Nordstrom vice president. 
Swinton and Preston Gates were desperate to resolve the legal roadblocks. In 
the letter, Swinton informs Nordstrom that the developer and Preston Gates had 
approached the reputed mastermind behind the controversial Pacifi c Place garage 
transaction in Seattle, John Finke. (Finke is credited for putting together the deal 
where the City of Seattle, according to a Seattle Times investigation, funneled $23 
million worth of excessive leasing fees to a private developer.) Swinton’s letter 
reports that Finke and his nonprofi t -- the National Development Council -- were 
asked if they would become involved in the Spokane garage transaction but told by 
Finke that he wasn’t interested.

“In addition,” Swinton continued, “both Preston Gates and our fi rm have 
previously reviewed the prospects of having Spokane Downtown Foundation 
qualify as a 501(c)(3), which would be necessary in order to undertake non-
profi t fi nancing through the Washington State Housing Finance Commission. 
Both Preston Gates and our fi rm believe that, given the structure of the Spokane 
transaction, it would not be possible to qualify Spokane Downtown Foundation as 
a 501(c)(3).”

This passage in Swinton’s letter reveals, in new detail, how thoroughly the RPS 
developer and Preston Gates were using the non-profi t SDF simply as a front 
for Cowles development interests. (As IRS has noted in its investigation, the 
SDF should have been under the control of the city and acting in an arms-length 
relationship with RPS.)

Preston Gates reiterated its unwelcome assessment in an August 1997 letter. 
Going with an “on behalf of” fi nancing using federal revenue rule 63-20 wouldn’t 
work, wrote Preston Gates tax specialist William Mantle to Koegen, because the 
Nordstrom parking contracts constitute an “encumbrance” on a publicly fi nanced 
facility in violation of the federal rules.

The impasse threatened to ruin everything. By the fall of 1997 Cowles and her 
lawyers were looking seriously at doing what Nordstrom would have preferred -- 
abandoning the tax-exempt gambit and fi nancing the garage privately. Cowles real 
estate companies prepared a 75-page “Request for Financing” that was distributed 
to potential lenders on a confi dential basis. The proposal sought $26 million in the 
form of a construction loan or “permanent loan.”

Cowles explained the initiative to her brother (Spokesman-Review publisher) 
Stacey and her uncle James Cowles in a confi dential September 24, 1997 memo. 
One of the prospective private lenders Cowles had approached was the Compass 
Group, a union pension fund lender that had already agreed to a $20 million 
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construction loan that was to be repaid by the bond proceeds.

Compass has refused to respond to Camas inquiries.

“Our exposure here is about $6 million,” Cowles reported. “Compass has no 
problem funding the construction of the garage [at $20 million], but they have not 
yet completed their analysis of the permanent fi nancing [$26 million]. If we cannot 
issue bonds and Compass is not able to get from $20 to $26 million, we will be $6 
million short. That $6 million is going back into the project to create enough equity 
to make Seafi rst happy on the retail and entertainment side.”

(Cowles’s use of $20 million to represent garage construction is a much higher 
number than appears in RPS budget reconciliations compiled after garage 
construction was concluded.)

Nordstrom was clearly unsettled by the insistence of the RPS developer to try to go 
ahead with the tax-exempt fi nancing.

David Mackie, a Nordstrom vice-president, is reported to have become “very 
concerned” in late 1997 about the direction Cowles wanted to go.

Mackie’s concerns are conveyed in a November 19, 1997 letter from David 
Johansen, a Seattle lawyer representing Nordstrom, to Cowles attorney Swinton. In 
the letter, Johansen informs Swinton that Nordstrom was giving RPS just 12 days to 
solve the explosive problem that was threatening to kill the whole redevelopment 
plan.

“Dave [Mackie] is very concerned about the status of your solution to the parking 
covenant issue,” Johansen warned Swinton. “You have indicated in the past that 
you would either arrange to have the parking covenants be fully enforceable 
against the City and its successors in interest, or would have the garage fi nanced by 
a private lender. The last time we spoke, however, you did not know if you could 
arrange for the covenants to be enforceable and you had not yet heard from your 
potential lender with respect to its loan commitment.”

But Cowles had pursued the private funding option with Compass, and she wasn’t 
pleased with what the lender was demanding. She addressed the issue again in 
a follow-up memo to her brother and uncle on January 12, 1998. This time she 
reported that RPS project manager Bob Robideaux had, in fact, “negotiated a $26 
million long-term loan with Compass, should we need it.”

There was, however, a problem with what Compass wanted.
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“The deal here is not very attractive,” Cowles added, “because they are asking for 
a guarantee from Cowles Publishing Co. for 50% of the loan amount ($13 million). I 
have told Bob that we will not go that route because of the guarantee, but will issue 
bonds.”

In other words, Cowles was telling her brother and uncle that she had decided 
against the private garage fi nancing plan and had chosen to stick to the “63-20” 
plan to issue tax-exempt bonds. Going ahead with bonds, she reported, involved 
two other problems. One was the challenge “to reduce the fees and extras” -- an 
apparent reference to the mushrooming legal fees the city and the SDF were 
running up as various lawyers took turns at trying to mold the transaction into 
shape.

“The other issue,” she added, was the problem “with a document called ‘Parking 
Covenants,’ which outline how the garage will be run. “In order for the bonds to be 
tax-exempt, she explained, “this ‘encumbrance’ cannot be imposed.”

Ironically, this is exactly what Koegen, Mantle and others had been telling Swinton, 
Cowles’s lawyer, for a year and a half.

The bond lawyers would eventually give in and put aside their objections. The 
mystery is still why they relented and, by doing so, set the stage for the IRS 
investigation that, thus far, is fi nding lots of reasons why the bond lawyers had it 
right the fi rst time.

The resulting transaction was layered with contradictions. For example, when 
SDF fi led articles of incorporation with the state, it emphasized it would conduct 
its affairs “in such a manner that the Corporation would qualify as an exempt 
organization under Section 501(c)(3)” of the IRS code. Yet, according to IRS records, 
the SDF never even bothered to fi le an application for federal tax-exempt status. 
One reason: RPS lawyers and Preston Gates had concluded that the IRS would 
reject the application. (Remarkably, under Washington’s lax rules governing non-
profi t corporations, the SDF was still allowed to issue $31.5 million in tax-exempt 
bonds.)

One longstanding criticism of the role of municipal bond lawyers is that their 
compensation is almost wholly dependent on whether bond sales go forward, 
and that this creates an incentive to say yes to deals when the right answer for all 
involved is either no, or not yet. In this case, Roy Koegen was prepared to fi ght for 
his fees and, in doing so, took personal credit for getting Preston Gates to say yes.
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Five months after Cowles reported her decision to proceed with the bond 
fi nancing, Koegen wrote to city councilman Orville Barnes. Barnes, apparently at 
the behest of RPS, had become personally involved in the dispute over the size 
of Koegen’s fees that were slated to be paid out of bond proceeds. RPS wanted 
them reduced, with Swinton arguing, among other things, that Preston Gates had 
supplanted Koegen’s fi rm as bond counsel when the city decided not to buy the 
garage directly. In his letter to Barnes, Koegen argued that he’d earned the money.

“Throughout this process,” Koegen explained to Barnes in a July 1, 1998 letter, “it 
became clear that it was going to be impractical for the City to issue the bonds, 
primarily due to political pressure. The transaction was then restructured to 
include the Spokane Public Development Authority as the bond issuer. Then, due 
primarily to the purchase price of the garage and public sentiment, the transaction 
was restructured a third time to create the Spokane Downtown Foundation and 
have it be the bond issuer. We were asked to do research and convince Preston that 
the bonds issued by the Foundation would be tax exempt. We were successful in 
doing so.”

Seven weeks after his letter to Barnes, Koegen wrote city attorney Jim Sloane to 
report that, based upon Barnes’s request, his fi rm (Perkins Coie) would agree to 
drop its RPS fees from $300,000 to $250,000. The $50,000 reduction was conditioned 
on the city agreeing to a fi ve-year extension of Perkins Coie’s special services 
contract when it expired in November 1998. The city approved the extension.

THE END

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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DOCUMENT OF THE WEEK (AUG 15, 2003)
Selective Amnesia: Why the city’s case against Walker Parking Consultants 
strains credulity

A FEW MINUTES INTO last Monday’s city council meeting, Mayor John Powers 
stepped to the podium to announce that a “milestone” had been reached in the 
River Park Square litigation. With the close of the discovery phase of the RPS 
federal securities fraud case, the litigants and the public, said the mayor, could now 
have a better understanding of “the role the city played in this transaction.”

For the next half hour the mayor took turns with the city’s special counsel Laurel 
Siddoway to describe, in signifi cant detail, 18 new reports prepared by the litigants, 
including four reports prepared by the city’s experts.

Missing from the Spokesman-Review’s coverage of the Powers/Siddoway 
presentation was what amounts to a minor coup. The city went to Carl Walker, the 
founder of the Walker Parking Consultants company, to obtain an analysis that the 
city will use to make its case against the company Walker founded in the 1960s. (He 
left the fi rm in 1983 and started a new parking consultant company, Carl Walker, 
Inc.)

Carl Walker, reported Siddoway, concluded that a fair price for the River Park 
Square garage in 1998, given construction costs and reasonable equity, should 
have been no more than $15.5 million. Moreover, according to Siddoway, Walker 
posited that even this fi gure was too high, because garage revenues couldn’t have 
supported debt service on the $19-plus million dollars in bonds that would have 
been sold to cover a $15.5 million purchase. (The actual bond sale to cover the $26 
million purchase was $31.5 million).

Siddoway summarized other reports that supported Carl Walker’s conclusions, 
most notably new appraisals commissioned by the city and the bondholders 
concluding that the garage, in 1998, was worth only between $7 million and $14.5 
million.

Back in 2000 the developer, Betsy Cowles, pointedly declined to provide a 
fi nancial accounting of the renovated garage. Powers chided Cowles attorney Les 
Weatherhead for saying then that such information would only come about “in the 
fullness” of time if legal proceedings required it. Now, said Powers, “the fullness of 
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time has come to pass” and “the facts of the case are much clearer today than they 
were in the spring of 2000.”

Really?

The clear implication of Monday’s presentation is that the city didn’t know in 1997 
and 1998 what discovery has since brought to light, and that the city was duped by 
the company Carl Walker no longer leads.

But nothing in the 18 reports can erase what, for the city, is a damning paper trail 
and deposition testimony that actually support Walker’s defense: the city made a 
deliberate decision to pay a hugely infl ated price for the garage.

When the case goes to trial next spring, exhibit “A” for Walker may be a September 
1, 1998 single page memo from John Dorsett, the lead analyst for Walker on the RPS 
project, to then-deputy city manager Pete Fortin. Dorsett reported that the market 
value of the improved garage and the land beneath it was less than $11 million. 
(This compares to nearly $45 million the city actually agreed to pay to Cowles 
companies in purchase price and land rent over 20 years, at the end of which 
Cowles will still own the land.)

The September 1, 1998 memo was found in materials Walker turned over in 
discovery back in 2001. (Strangely, the memo wasn’t kept on fi le at the city.)

On Monday, councilman Steve Eugster was the only one who questioned either 
Powers or Siddoway after their presentations.

“You know,” he said, it was “remarkable” how close Carl Walker’s $15.5 million 
number was to the one the city council was considering in 1995 when it passed its 
fi rst resolution on the garage transaction. (The resolution would have limited the 
bond size of a garage purchase to $15 million).

“And how did it happen,” he continued, “that this thing got doubled? What was 
the deal there?”

This is not something Siddoway and the mayor want to talk about. Siddoway 
moved awkwardly to defl ect Eugster’s question. She said the city relied on 
Walker’s 1996 report when it pegged the garage purchase price to a level of 
expected parking revenues “at which time the garage was supposed to pay its 
own way.” Siddoway then brought Roberta Greene into the matter by saying that 
Greene would remember all the assurances given by city offi cials and Walker that 
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this “was a price at which the garage could pay all its expenses and there would be 
no risk to the city.”

Greene sat silently. Last spring, however, with Siddoway seated in the same room 
during Greene’s deposition, the councilwoman did speak. She told a different 
story. She confi rmed Fortin’s testimony about how the council was advised (in an 
executive session that probably violated the state’s open public meetings law) not 
to pay any more than $18 million for the garage, given the uncertainties about its 
income potential. She also admitted that she clearly understood the warnings from 
other city consultants about a key fl aw in the Walker Report revenue projections.

It’s not Siddoway’s job, of course, to appear in public and highlight evidence 
that’s damning to her client. But the mayor, himself, has raised the bar on what 
is expected of his special counsel. When challenged, he insists that Siddoway’s 
briefi ngs actually go beyond making a legal argument, that they deliver the full 
accounting of the city’s involvement that at least some members of the city council 
have demanded for the past three years. In that respect, it’s hard to see how 
Siddoway’s account of the city’s role in the garage transaction can be credible until 
she does something other than duck questions like the one Eugster asked.

“What was the deal there?”

THE END

Click here to download the September 1, 1998 memo from John Dorsett, of Walker 
Parking, to deputy city manager Pete Fortin.
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ALL THE USUAL EXPERTS — PART 4  (AUG 15, 2003)
Two Grumpy Old Men

BY THE SUMMER OF 2001 Clark Hager was a suspicious man. A citizen activist 
and long-time observer of the Spokane Public Facilities District, he was wary of the 
PFD’s proposal to pay for the expansion of the convention center.

The reason for Hager’s suspicion was that in order to carry out its convention 
center plans, the PFD fi rst had to refi nance bonds it had sold in 1992 to build the 
new Spokane Veterans Memorial Arena. Hager thought there was something fi shy 
about those bonds. If there was, the PFD’s refi nancing scheme might be fi shy, too.

The 1992 bonds had been sold in order to take advantage of a unique tax loophole. 
It was clear the loophole had been worth millions of dollars -- to someone. (See 
Part 3.) Who actually reaped those benefi ts Hager didn’t know, but that wasn’t his 
concern at the moment.

In 2001 Hager had been asking a lot of questions at PFD board meetings about 
exactly how the refi nancing would work. PFD chairman Bill Williams couldn’t 
answer those questions, so he arranged for Hager to meet with PFD executive 
director Kevin Twohig.

Hagar decided to bring Dick Adams along. Like Hager, Adams is a retired business 
executive and a tireless observer -- and frequent critic -- of local government. Plus, 
Adams understands municipal fi nance.

On August 23, 2001, Hager and Adams arrived in Twohig’s offi ce next to the arena. 
They were loaded for bear.

As he usually does at such times, Hager took out his tape recorder. He put it on 
Twohig’s desk, and he turned it on. He began asking the same awkward questions 
he had been asking of Williams. The same questions he had raised at a county 
commissioners meeting just the week before.

Twohig couldn’t answer Hager’s questions, either. But he had a solution. He 
called bond lawyer Roy Koegen and put him on the speakerphone. Koegen was 
the author of the tax loophole with which the original arena bonds were sold, 
he supervised the sale of those bonds, and now, in 2001, he was supervising this 
critical refi nancing that would clear the way for the PFD to get into the convention 
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center business. Koegen was a man with answers. He should be able to dispel 
Hagar’s anxiety.

Koegen’s voice greeted Hagar and Adams brightly over the speakerphone. 
“Gentlemen!”

Twohig didn’t tell the veteran bond lawyer there was a tape recorder running.

Koegen proceeded to answer their questions.

Hager’s recording of Koegen’s explanations that day may come back to haunt the 
PFD as it approaches the nation’s bond markets with the convention center deal, its 
biggest project yet. The stakes raised by Koegen’s words are not just about the PFD 
and the convention center expansion project but about Spokane’s already tarnished 
reputation on Wall Street.

What Koegen said exposes contradictions and discrepancies in the PFD’s fi nancing 
schemes. Those irregularities make the district vulnerable to the kind of inquiry 
that has led to securities fraud litigation and a hostile IRS investigation at River 
Park Square. If such scenarios repeated themselves because of the convention 
center project, it isn’t just the PFD’s future and its ability to manage the arena that 
would be at stake. The ambitions and reputations of elected offi cials like Mayor 
John Powers, Commissioner Kate McCaslin and Sen. Jim West, all of whom have 
stumped for the convention center in one way or another, would also be in the 
line of fi re. Too, the political aspirations of PFD director Shaun Cross -- his name is 
being discussed as a possible successor to U.S. Rep. George Nethercutt -- could also 
be hurt.

Beyond that, Hager’s audiotape offers a rare and unexpected glimpse into the 
complex world of Roy Koegen. For 20 years Koegen was the unrivaled star of 
public fi nance in Spokane. He lost his bond counsel contract with the city because 
of the crash of the River Park Square deal. The city is also suing him, personally, 
because of the RPS fi asco. Now, with the revelations framed by the Hager tape, 
Koegen’s actions and judgments are again vulnerable to scrutiny if federal or state 
regulators are inclined to look.

CLARK HAGAR, THE MAN PRESSING KOEGEN, the man relentlessly probing 
for details of a matter normally understood only by highly specialized bond 
lawyers, was obsessed.

He’d been following the PFD carefully for over 10 years. He was incensed by 
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mounting evidence of improprieties, possibly involving the illegal use of tens of 
millions of public dollars.

By 2001, he was feeling betrayed. He had lent support to the PFD based on a 
promise that he felt was now being broken.

Valley citizens were inclined to listen to Hagar. He had formerly published The 
Valley Herald, formerly owned an employment company, and was a former 
president of the Valley Chamber of Commerce. In May 1991 Hager led a Valley 
initiative that killed a Spokane effort to manage a countywide sewer system. Hager 
considered the plan a blatant power grab by the city and a taxpayer rip-off.

A straight-A student and all-state high school fullback in Pennsylvania, Hagar went 
on to earn a degree in economics from Wharton, the University of Pennsylvania’s 
prestigious business school. These days, in manner and appearance Hager is 
something of a cross between Falstaff and Yul Brynner. His round belly, shaved 
head and penchant for theatrics belie a deadly earnest approach to public affairs.

As the PFD readied for the September 1991 vote in which it would ask county 
residents to approve a .1 percent sales tax to help fi nance construction of the new 
sports arena, Hager donned his war paint once again. Because the PFD’s appeal 
would concentrate substantial taxing authority in the hands of an unelected board, 
Hager considered it to be un-American -- taxation without representation. No way 
would he support handing a blank check to such a body.

On the other hand, Hager agreed that the old Spokane Coliseum had become a 
civic embarrassment. He thought it should be replaced. And he thought the PFD 
could be an appropriate agency to build a new arena -- if the PFD would confi ne 
its activities to the construction, operation and maintenance of the arena alone, and 
if the taxes used to build the arena would be terminated once the bonds were paid 
off.

If those conditions weren’t met, Hager felt confi dent he could lead an insurrection 
against the PFD and kill it just as he had helped defeat the Valley sewer project. 
Former chairman Jim Williams must have thought so, too. Letters the two 
exchanged at the time show Williams struck a political deal with Hager whereby 
the PFD would specify Hager’s limiting terms in the ballot language if Hager 
would lend his support. Hager agreed. The ballot was written pretty much as 
Hager wanted. It did specify that the PFD could extend its taxing authority if 
voters ever agreed, but Hager was prepared to fi ght that fi ght another day, if it ever 
came to that. In the summer of ‘91 Hager publicly endorsed the PFD’s ballot. Voters 
approved the sales tax. The new arena was built.
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Now, here was the very fi ght Hager had hoped wouldn’t come, and he felt the PFD 
was being disingenuous in the way it was reneging on the deal he struck with Jim 
Williams. So it was a testy Clark Hagar who sat in Kevin Twohig’s offi ce that day to 
cross-examine Roy Koegen.

BEWARE THE 29TH OF MARCH

Hager fi rst asked about a provocative letter Koegen had written to Mayor Sheri 
Barnard on March 29, 1991. The letter concerned bonds the city and county had 
hastily sold in December 1990 -- $15.4 million each -- to build the arena. The sale 
itself always perplexed Hager. Voters had been promised the city and county had 
nothing to do with the arena project, that it was exclusively the province of the 
PFD. And yet within a month after voters approved the PFD’s creation, it was the 
city and county that sold bonds to build the arena. Only three months after he had 
supervised the sale of those bonds, Koegen sent a warning to the mayor:

“It is important that the bonds of the City and County remain outstanding,” 
Koegen wrote. “If they were refunded [refi nanced] with bonds of the PFD, the tax 
exempt advantages of the 1990 issue may be lost...”

The advantages Koegen was talking about had to do with his tax loophole. It 
allowed 25 percent of the proceeds of the arena bond sale to go to private parties 
instead of 10 percent, as the IRS restrictions provide.

Now, here was Koegen, 10 years later, advocating that the very same bonds be 
refi nanced.

Should the bonds be refi nanced or not? Hagar was aware that Jeff Nave of the fi rm 
Foster Pepper & Sheffl eman confronted the PFD board with something of a Catch 
22. The PFD, Nave opined, had to refi nance its 1992 bonds if it wanted to expand 
the convention center. But Nave had been unable to obtain the records that would 
show whether those bonds could indeed be refi nanced in a way that preserved the 
tax benefi ts Koegen had labored so hard to procure. (See Part 3.)

PFD director Carl Lind was suspicious, as was Hagar, that too much of Koegen’s 
1992 bond sale proceeds had fallen into private hands. It looked bad when PFD 
chairman Bill Williams (no relation to Jim) had Nave fi red after being on the job for 
only six weeks. Nave had been unable to obtain payment records that would have 
shown how much money went to private parties. Williams then rehired Koegen to 
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pass judgment on the legality of his own suspect bond transaction. To Hager and 
Lind, that just didn’t pass the smell test.

But when Hagar arrived in Kevin Twohig’s offi ce on August 23, 2001, he didn’t 
know that Nave had actually tendered legal advice that may have confronted the 
district with a crisis. Hager didn’t know about the letter Nave had written Twohig 
on March 29, 2001 - 10 years to the day after Koegen’s warning to Mayor Barnard.

It was another ominous warning, one echoing Koegen’s of a decade before.

“At this time we are unable to conclude that the 1992 District bonds and the lease 
underlying the 1995 City bonds can be refi nanced on a tax-exempt basis.”

The PFD, in other words, was in possession of a legal opinion that appeared 
to blow up the convention center deal. It suggested that Koegen’s tax loophole 
was incompatible with the way the 1992 bonds had to be refi nanced to let the 
convention center project go forward. The only way the PFD could get around 
this thorny problem was to fi nd a bond lawyer who would offer a legal opinion 
friendlier than Nave’s.

“THE TAX PROBLEM” and the “TAINTED BONDS”

Hager wanted Koegen to explain why he was now recommending a bond 
refi nancing that he specifi cally warned against 10 years before.

Koegen’s answer was circuitous. He told Hager that he had advised the PFD not to 
issue its own bonds in 1990 -- “we told them they couldn’t do it, because it would 
lose the tax advantage. So that’s why, in 1992, the city and county each issued its 
own bonds to refund [refi nance] the 1990 bonds. And now we can currently refund 
them, which means we can pay them off within 90 days of the date the bonds are 
issued, so we don’t have the tax problem anymore. Because you cannot advance 
refund private activity bonds, but you can currently refund private activity bonds.”

“Well, that’s too complicated for me,” responded Hager.

He told Koegen that he really didn’t think his question had been answered. “It’s 
out there, and you’re saying in print at least that you should never refund those 
bonds -- you lose all the tax value...”

Koegen offered to provide Hager a written explanation that would detail how the 
refi nancing would work. Hager said that would be helpful.
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Then it was Dick Adams’s turn.

“I got one question, Roy, on the three-and-a-half million bucks on the Bobby Brett 
money. Was that legal back in the early nineties?”

Brett owns the Spokane Chiefs hockey team, a key tenant at the arena. Koegen 
seemed surprised by the question.

“The three-and-a-half million dollars for Bobby Brett,” he repeated. “You mean for 
the, uh...”

“The private activity, uh, that we’re refunding,” Twohig cut it.

“It was for a lot of different purposes,” said Koegen. “But it was for Sky Boxes, 
more than just Bobby Brett, it was for the whole Sky Box system ...”

“Yeah, I used Brett as an example,” Twohig cut in again, “but there were a lot of 
pieces to that puzzle.”

“Yeah, it’s my sense, to be conservative, Dick, that the district should not have 
spent its money on that purpose,” said Koegen. “You could argue either way. The 
cautious argument is, they should not have done that.”

“They shouldn’t have done it back in the early nineties?” asked Adams.

“That’s my argument,” answered Koegen. “Let me tell you what we’ve done. I 
don’t want to be unfair to either side. In 1992, the district issued its bonds, which 
were supposed to be for just direct public purposes, government purposes, no 
private purpose. We went back to try to trace all the records, because bills were 
being paid through the city, and we couldn’t trace, directly trace, as auditors, some 
of the money. And we could trace some of it to the Sky Boxes. So to be cautious, 
going forward, the district is going to take the part that we have determined, after 
probably three months worth of auditing work, that may, not defi nitely, but may be 
tainted, and we’re going to use cash rather than tax exempt bond proceeds.”

What that meant, Koegen explained, is that the district was now going to refi nance 
the 1992 bonds at a lower interest rate. During the 20 years it would take to pay 
off the new bonds, he estimated the district would save more than $4 million in 
interest payments. He was apparently going to tap the arena’s maintenance reserve 
fund for the $3.5 million needed immediately to pay off the “tainted” bonds. He 
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was then going to replenish the maintenance fund by taking “some of that savings 
in the early years, rather than over the life of the bonds.”

But if the $4 million in interest savings would only be realized over a span of 
two decades, where was the actual cash going to come from to pay back the 
maintenance fund? The cash for that repayment, Twohig explained, would be 
created by not making principal payments on the new bonds for “basically two-
and-a-half years.”

“The renewal and replacement account, if that’s where we take it from, will be fully 
replenished with interest by that time,” said Koegen.

Adams immediately understood the juggling act. “Except that the principal won’t 
be touched,” he clarifi ed.

“That’s correct,” said Koegen, but then he caught himself. “I’m sorry, Dick, what 
did you just say?”

“I said except that the principal won’t have been touched for that fi rst couple of 
years.”

“The principal of what?” said Koegen.

“Nothing will be paid on the principal of the debt,” said Adams.

“Of the bonds?” asked Koegen.

“Yeah,” said Adams.

“Uh, I have to look at a schedule. I don’t know the answer to that,” said Koegen.

But Twohig said he had the schedule, and he confi rmed Adams’s understanding. 
“There’s no principal [paid] in year one or two,” said Twohig.

HAGER AND ADAMS WERE STUNNED by Koegen’s admissions. What the 
veteran bond lawyer was saying was completely new to them and seemed to 
expose a head-spinning number of unresolved irregularities.

Hager, who has made tape recordings of every PFD board meeting, had never 
heard any reference to “tax problems” or “tainted bonds” associated with the 
district’s fi nancing. Moreover, Hager couldn’t understand how the author of 
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whatever problems existed could be anyone other than Roy Koegen. As counsel for 
all three sellers of the bonds in question -- the city, county and PFD -- those bonds 
were Koegen’s professional work product. If they were tainted, Koegen himself 
had to be at fault.

Fueling Hager’s suspicion was Koegen’s acknowledgement that fi nancial records 
of his fi rst arena bond sales were missing. Hager wondered if that was really 
possible? Moreover, according to Carl Lind, Jeff Nave was fi red precisely because 
he couldn’t obtain the records he needed. Why, then, was it okay for Koegen to just 
blithely note that records were missing and proceed with this critical refi nancing?

Hager never received the written summary of the refi nancing Koegen had 
promised.

CALLING THE FEDS

Adams was so troubled by the Koegen revelations that on September 7, 2001, he 
contacted the IRS.

Adams spoke with an agent Williams. In keeping with IRS policy, Williams would 
not give his fi rst name, but he did give his ID number: 0799391. Adams told the 
agent what Koegen had said, he told him he had a tape-recording of his comments. 
Williams didn’t ask for a copy of the recording, but he told Adams he had done the 
right thing in contacting the agency. Adams asked that the IRS include Koegen’s 
PFD deals with its investigation of the RPS garage bonds, which Koegen had 
also represented. Adams says Williams gave him the impression the IRS would 
investigate.

When a year lapsed and Adams hadn’t heard anything, he called the IRS “fraud 
line” to get a progress report. This time he spoke with a woman, whose name and 
I.D. he didn’t get.

“She couldn’t tell me about the case. However, she did say this: that I shouldn’t tell 
anybody about what I had reported, because that might allow the people that may 
have done something to maybe destroy the evidence. And also for safety reasons.”

Given those rather stark warnings, Adams assumed an investigation was 
underway. Honoring the agent’s advice, Adams fi rst shared that anecdote with 
Camas off the record. When there were no apparent developments after another 
year had lapsed, Camas asked Adams if he would now go on the record. He said 
he wanted to check with the IRS fi rst.
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On June 2, 2003, Adams contacted the IRS a third time, this time speaking to “a Ms. 
Cato. Her number was 0783963. And she told me that she was not allowed to give 
any information, no matter what.”

Because two years had passed and the IRS hadn’t even requested a copy of the 
Koegen audiotape, Adams asked her, “As a citizen, did I waste my time notifying 
Mr. Williams two years prior?” Adams says he informed her, “I felt that they had a 
responsibility to me to at least tell me it was either going to be investigated or not 
be investigated.”

Agent Cato refused to answer.

Adams agreed to go on the record about the incident out of frustration with IRS 
inaction.

THE PUSH TO REFINANCE

Former PFD executive director Kristine Mote, and Carl Lind, a former PFD board 
chairman, were shocked recently to hear about Koegen’s reference to a “tax 
problem” and “tainted bonds.” They say that in a decade of working with Koegen 
he had never informed the board of anything like that. Mote and Lind were also 
angered by Koegen’s claim to have advised the board against selling its fi rst bonds. 
Because Koegen was the PFD’s bond counsel who signed off on the bonds’ sale, 
they point out, his claim is absurd on its face.

“In my opinion, if there was a tax problem, that’s a material issue that should have 
been brought to the attention of the district, and it never was,” said Mote. She 
pointed out it should have been disclosed to bond purchasers, both in 1992 and 
when the bonds were refi nanced in 2001.

In response to a Camas question about whether a “tax problem” was disclosed 
to purchasers of the PFD’s 1992 or 2001 bonds, or whether the district had a legal 
opinion concluding it didn’t have to disclose such a matter, Twohig asked Foster 
Pepper attorney Bill Tonkin to respond.

In an email to the magazine, Twohig wrote: “Bill reports that there is no language 
in the OS describing a ‘tainted’ portion or a ‘tax problem’ with the 1992 bonds and 
that he does not recall the legal opinion that you have requested.”

Carl Lind had heard rumblings that the state auditor had concerns about the PFD’s 
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fi rst bond sales. But Lind’s fi rst clear indication of a problem came from Foster 
Pepper’s Jeff Nave during Nave’s aborted stint in 2001. Since he performed that 
work, says Lind, “Jeff has always been seriously concerned about if we could pass 
[an IRS] audit.”

Both Mote and Lind say, however, that Koegen always seemed curiously eager to 
refi nance the 1992 bonds. As early as 1994, they say, Koegen began pressuring the 
board to refi nance those bonds, because he said it would save money on interest 
payments. They say Alan Dashen of Seattle Northwest Securities and Robert 
Campbell of Lehman Brothers, both of whom were also district advisers in the 1992 
transaction, also pressured the board to refi nance.

According to Mote and Lind, the PFD board repeatedly crunched the numbers 
and concluded there were no savings to be had by the refi nancing their advisors 
proposed. Mote says that during “the latter half of the 1990s” Koegen subjected 
the board to “ridiculous pressure” to refi nance the bonds. Lind agrees with that 
description.

Lind expressed exasperation with Koegen’s denial of responsibility for the 1992 
bond sale, saying the board relied completely on his advice.

Mote was even more pointed in her criticism.

“This is crazy business,” she said. “They [municipal bond lawyers] work 24 hours 
a day, throw out draft after draft after draft so that you don’t have a clear picture 
of where you’re going with it, slap it together and run to the bond market. That’s 
a poor way to do business. And what’s frightening is that the implications to the 
taxpayers are that they’re left holding the bag for millions and millions of dollars 
while these guys get their fees and walk away.”

MISSING RECORDS IN TRIPLICATE

Mote fl atly rejects Koegen’s claim that there are missing records of how 1992 bond 
proceeds were spent.

“There were three pots of money with the ‘92 bonds,” she says. “One was held by 
the city. That was $15.4 million. One was held by the county of a like amount. The 
other was held with the county on behalf of the district for $14 million. We agreed 
that the expenditure of funds would go with the county money fi rst, district money 
second, city money third. The county was responsible for paying expenditures out 
of the district’s and county’s bond funds. Those were done via vouchers that we 
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prepared in the district offi ce, submitted to the county for payment. The money 
from the city’s bond fund was paid via requisitions, again that we... prepared in the 
district offi ce and submitted to the city for payment.”

As a result, says Mote, the records that were withheld from Nave -- and which 
Koegen says he couldn’t fi nd -- scrupulously refl ect every expenditure. Between 
the city, county and district, records were fi led in triplicate. The district records 
alone, she says, contain not only its own fi les but copies of the city’s and county’s, 
too. The last time she saw them they were upstairs in the district’s offi ces, stored 
in “at least 25 banker boxes.” They could easily be provided to anyone wishing to 
inspect them, she insists.

“The paper trail should be a mile long,” says Mote. “So I fi nd it impossible to 
believe they couldn’t fi nd the records they were looking for -- unless they’ve done 
something with those in my absence, but I fi nd that very diffi cult to believe. In my 
opinion you’d preserve those [records] forever, because that was public money.”

Did Koegen recall who he worked with at the city when he was looking for the 
PFD records?

“I’m sure it was [former fi nance director] Dick Cook,” he said.

And Mr. Cook said some of those records couldn’t be found?

“Just were not available,” said Koegen. “I think under the city’s destruction policies 
at the time they had been destroyed. I think that was what happened. I don’t 
remember for sure.”

Mote is similarly dismissive of Koegen’s suggestion that the district’s board made 
mistakes with the disbursement of the 1992 bond proceeds.

Koegen reviewed all expenditures with arena project manager Gerald Schlatter to 
make sure the district stayed “within that threshold” of IRS rules for private use 
of the district’s tax-exempt bond proceeds, insists Mote. Because Koegen, as the 
board’s bond counsel, was also responsible to the IRS, Mote fi nds it inconceivable 
that he would have allowed the district to take actions that would have caused a 
“tax problem” with “tainted bonds” without registering his concerns at a board 
meeting. Such an objection, she said, would be recorded in the offi cial minutes. 
Plus, she would have expected Koegen to note his objections to such a serious 
matter in a memo. To the best of her knowledge, there is no such record.

Mote was also alarmed to hear Koegen’s description of how, in refi nancing the 
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1992 bonds, he had used the dedicated reserve fund as a source of cash to remedy 
what had apparently been a legal violation. “He always told the board that money 
in a dedicated reserve fund could only be used for that specifi c purpose. In other 
words, you couldn’t move money around.”

Mote says the explanation Koegen gave to Hager and Adams suggests to her that 
two legal violations may have occurred, the fi rst with the original 1992 fi nancing, 
the second with the 2001 refi nancing. Like Adams, she is perplexed by the apparent 
failure of the IRS to investigate and take appropriate action.

THE “NUMBER ONE” EXPERT TAX OPINION

Camas Magazine asked Koegen in a recent interview if there was a tax problem 
with the 1992 bonds. His answer was surprisingly simple.

“No.”

Because it was diffi cult to reconcile that terse response with what he told Hager, 
Adams and Twohig two years ago, the question was repeated: There was no tax 
problem?

“Well, no,” he said again. “The 2001 bonds were issued with a tax opinion from 
Nixon Peabody from Washington, D.C. We couldn’t have issued the 2001 bonds, 
tax exempt, if there was a tax problem with the 1992 bonds. The guy that did it 
[wrote the opinion] was a guy by the name of Mitch Rapaport, who is considered 
to be the number one tax lawyer in the country. We heard that there was a concern, 
so we brought in Mitch as special tax counsel.”

Because of the issues raised by Nave, said Koegen, “We thought it was important 
to have the number one lawyer in the country review that, and after an extensive 
amount of work and analysis and digging through receipts and things to look 
where money went, concluded that there wasn’t a problem. And that’s when he 
issued the tax opinion.”

How did Koegen explain his statements to Hager and Adams that $3.5 million of 
the bonds may have been tainted?

“You know, I don’t remember the dollar amount,” he said. “I remember us 
spending months and months and months digging through records, and then 
working with Mitch. And Mitch came to the conclusion that they were tax exempt. 
And it was such a delicate, a signifi cant issue for us, we brought Mitch in rather 
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than do it ourselves. Because it was a question of allocation of money, of bond 
proceeds.”

Koegen neglected to mention that Rapaport had been a law partner of his in the 
Perkins Coie law fi rm. Although Rapaport declined to answer Camas’s questions 
about his 2001 tax opinion, he informed a Camas reporter that he had worked 
in the Seattle offi ce of Perkins Coie in 1991 and 1992. His name appears in PFD 
minutes as attending an arena “fi nance project team” meeting on September 24, 
1991.

While Koegen suggested that the 2001 bonds could not have been refi nanced 
without an independent opinion that the 1992 bonds were problem-free, for all 
intents and purposes the bonds seem to have been refi nanced without such an 
opinion.

For one thing, the refi nancing bonds were sold on October 14, 2001. The Nixon 
Peabody opinion is dated October 30, 2001, two weeks after the bonds were sold.

For another thing, Rapaport’s opinion contains a disclaimer so sweeping that it 
contradicts Koegen’s assertion that an independent review by the country’s top tax 
lawyer had cleared the transaction.

“In rendering the opinions set forth below, we have relied upon the approving 
opinion of Perkins Coie LLP, Bond Counsel, delivered on October 30, 2001, relating 
among other things to the validity of the Bonds,” reads the Nixon Peabody 
opinion. “In particular, in rendering the opinions set forth herein, we have not 
undertaken to review or verify the accuracy of the representations, certifi cations, 
and other statements of fact... and you understand that an inaccuracy as to such 
matters could adversely affect the correctness of the conclusions contained herein.”

On top of that, Rapaport acknowledged that his fi rm issued its opinion on the same 
day it received Perkins Coie’s “approving opinion.” This would seem to preclude 
any possibility that Nixon Peabody had performed what Koegan called “an 
extensive amount of work and analysis and digging through receipts and things to 
look where money went.”

Koegen declined to answer further questions about the 2001 bond sale. After 
months of attempting to interview Koegen about his role in PFD fi nances and 
the convention center project, a Camas reporter succeeded in obtaining a brief 
interview with him on June 3, 2003. Koegen agreed to continue the interview at a 
later time, but repeated attempts to reschedule it were unsuccessful.
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On June 12 Koegen returned the reporter’s calls and scheduled a telephone 
interview for 9:00 the next morning. When the reporter called at the appointed 
time, Koegen was unavailable. Later that morning, the reporter sent him an email 
to make a formal record of his interview attempts and copied the email to Camas 
attorneys in Spokane and Seattle. Within minutes, Koegen emailed back: “I have 
been, and am now, on an unexpected conf call. Sorry. I will call when I can. --Roy.”

That was the last Camas heard from Roy Koegen.

THE END

Return to --

Part 1: “All the Usual Experts”

Part 2: “The Note-Taker and the Wizard”

Part 3: “Skullduggery”

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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JAMMING TOM GRANT (AUG 22, 2003)
Betsy Cowles and her p.r. fi rm put pressure on KXLY-TV to rein in the station’s 
River Park Square exposé. Did the station cave?

A NEWLY RELEASED DOCUMENT reveals two instances where Cowles 
Publishing Co. chairwoman Betsy Cowles hoped to infl uence the reporting of Tom 
Grant, the award-winning Spokane reporter who was investigating her real estate 
development, River Park Square.

Now a mayoral candidate, Grant in 2001 was a reporter for KXLY-TV. Grant’s 
reporting had earned him prestigious broadcast journalism awards. He and the 
station had just won two top national prizes stemming from KXLY’s partnership 
with Camas Magazine for reporting on RPS irregularities -- reporting that by April 
2001 had also spurred a federal securities fraud lawsuit against the city and Cowles 
companies.

When station management began to pull him off the story, Grant quit in disgust. 
He cited a shift in news coverage at KXLY and criticized the TV news business’s 
lust for fl uffi er stories and higher profi ts.

His departure made national news. A May 22, 2001 AP story related, “For the 
past couple of years, Grant has reported dozens of times about the use of public 
money to help one of the city’s richest families build an upscale shopping mall 
in downtown Spokane.... The story is complicated and does not have compelling 
pictures. Grant said his superiors became worried that the story was boring 
viewers. KXLY General Manager Steve Herling declined to say much about Grant’s 
departure.”

What the AP article didn’t report was that Cowles had earlier contacted the news 
director, complaining about Grant’s work. (Cowles is also president of KHQ-TV, a 
KXLY competitor.)

The attempt to pressure KXLY about Grant’s RPS reporting is referenced in a 
document unearthed through discovery in the RPS federal securities fraud case. 
The document covers several e-mail exchanges between River Park Square p.r. 
representative Jennifer West and developer Betsy Cowles.

On July 18, 2001 West offered recommendations for how to deal with Grant and the 
Local Planet weekly newspaper that hired Grant when he left KXLY. In proposing 
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the new plan, West mentions a previous effort to try to chill Grant’s reporting when 
he was at KXLY.

The reference, along with a recent Camas interview with a former KXLY news 
director, raises a troubling question. Did KXLY-TV succumb to pressure from 
Cowles agents and the Spokane business community by pulling Grant off a high-
profi le investigation that was exposing corruption among Spokane’s civic elite?

The July 18, 2001 memo, marked “privileged and confi dential,” is concerned with 
Tom Grant’s reporting at the Local Planet. West proposed an idea for reining him 
in. Responding to Grant’s stories with letters to the editor, West reasoned in her 
memo to Cowles, “just gives legs to Grant’s epics and should not be a regular 
activity.” Instead, West proposed that she (West) and Catherine O’Connell, 
Cowles’s public affairs specialist, have a meeting with Connye Miller (the Local 
Planet’s former editor, who died earlier this year).

“The intent,” wrote West, “would be to put Connye on notice that we’re onto 
Grant’s game and you are putting her on notice that it is up to her to do the right 
thing... (Just like we did with Chris Jilks).... but we would aim to do so without 
pushing her into a corner, accusing her of also being biased (even though we know 
the Planet IS biased.)”

Cowles responded, “Let’s do this.”

Perhaps the most interesting line in the memo is parenthetical. It references Chris 
Gilks, former KXLY news director.

Camas followed up with an interview.

Gilks, now a senior executive news producer at WDIV-TV in Detroit, says he 
remembers a phone call from West complaining about Grant’s reporting. He says 
he also met with West and Betsy Cowles at their request shortly after he joined 
KXLY, a few months before Grant resigned. But Gilks rejects the notion that these 
contacts had anything to do with his decision to reduce the number of assignments 
and the amount of air-time Grant was allotted to tell the River Park Square story.

“Everybody tries to spin the news director,” Gilks said, explaining why he agreed 
to meet with Cowles and West. “They felt they were being unfairly attacked by 
Tom.”

Camas asked Gilks if he was persuaded that Grant’s reporting was unfair.
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“Did they convince me?” he said. “No. I wouldn’t say I was convinced of that. My 
issue with Tom was whether we were giving people time and a chance to respond. 
I told Betsy [Cowles] this. I’d give them a chance to tell their side of the story.”

Early in the interview, Gilks himself brought up a sensitive issue about the station’s 
coverage of River Park Square.

“I will tell you the station lost a signifi cant amount of advertising as a result of 
doing those [RPS investigation] stories,” he volunteered. When asked how he knew 
this, Gilks said he’d been told about the lost advertising money by station manager 
Steve Herling.

“There are repercussions to doing the story,” Gilks said he was told. “We had 
suffered fi nancial hits.”

According to Gilks, Herling told him it was important to continue to “stay on top” 
of the RPS story, despite the losses in advertising revenue.

Herling did not respond to Camas requests for an interview.

Gilks said it was his call, as news director, that the RPS story be covered less.

“Every nuance of this [RPS] story doesn’t need two minutes of air time,” he said.

He says the main reason he resisted Grant’s repeated overtures to do more River 
Park Square stories involved a serious difference of opinion on what makes for 
good television news stories.

“Tom and I had a difference of opinion on what we thought TV news should be,” 
Gilks said. “I think he has an old school orientation that resulted in him pushing 
stories that might be good print stories but not necessarily good TV stories.”

Gilks says he clearly thought he’d been given responsibility to take a different 
direction in news coverage than that of his predecessor, Paul Brandt, on whose 
watch the KXLY/Camas partnership had taken root. But, he said, “I don’t think I 
was ever given a directive” to cut the RPS assignments.

Grant’s reaction to the West memo, and the suggestion that West and Cowles had 
successfully pressured Gilks, was not without humor.

“I guess it means my chances of getting a job at the Spokesman-Review have been 
shot down,” he said, “and maybe [Cowles-owned] KHQ as well.”
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Grant conceded that the main criticism being leveled at him in West’s memo to 
Cowles -- that he didn’t always provide RPS opportunities to comment for his 
stories -- was true to an extent.

“In fairness, there probably were times I didn’t call them,” he said, “but these were 
times when I thought the numbers spoke for themselves.”

Grant complained that West and her fi rm’s “practiced p.r.” techniques sidestepped 
his questions. West would simply repeat messages that Cowles and her 
development team wanted delivered, he said. The usual message was that the 
controversial development was helping revitalize downtown.

“They tried to pull the wool over my eyes time and time again,” Grant said.

After interviewing Grant, a Camas reporter sent West an e-mail message 
requesting, among other things, “an example of a story of Tom Grant’s where you 
believe you were treated unfairly because he did not contact Betsy Cowles or you 
to obtain ‘the other side of the story.’ “

West did not provide such an example. But she blasted Grant generally for being 
“biased and inaccurate,” noting that “copies of his numerous biased print and 
television stories can be found among the more than 100,000 sheets of paper turned 
over in discovery” in the federal RPS securities fraud case.

West insisted, “The developer has worked hard to tell its story and set the 
record straight.” She added that after Grant left KXLY, a member of the station’s 
management team (whom she did not identify), “apologized for his [Grant’s] style 
of reporting and acknowledged that his approach was in fact biased and one-
sided.”

Grant vehemently disputes the notion that Cowles and West have really tried 
to “set the record straight” and, instead, accuses them of trying to obfuscate key 
elements of the River Park Square story. He’s not alone among Spokane reporters 
in that regard. In one memorable exchange during a June 2000 press conference, for 
example, Cowles told a veteran Spokesman-Review reporter seeking construction 
cost records on the River Park Square garage that he should really be asking 
another question.

Moreover, even before Grant joined KXLY, a team of reporters working under 
Gilks’s predecessor found themselves stonewalled when asking Cowles another 
key question. When Cowles then criticized their reporting, Gilks’s predecessor 
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stood his ground.

“During your interview,” KXLY’s Paul Brandt wrote Cowles in an April 24, 1998 
letter, “you fi rst said to us, ‘Frankly, it’s no one’s business how much cold, hard 
cash the developers are putting into this project.’ You went on to say, ‘You do the 
math.’ After further questions by us, you told us the developers were contributing 
‘roughly half of the $100 million.’ To criticize us for the fi gure we came up with, 
after such lack of cooperation, I believe is splitting hairs.”

Grant says he fi nds the diversionary and high-pressure RPS information strategy 
and the unwillingness of the Cowles newspaper to answer it with their own 
substantive reporting “extremely troubling.”

“Ethically, it just bothers me,” he said. “The whole business of news is that it 
is supposed to be independent and above-board, we’re supposed to be doing 
everything possible to make sure the truth comes out. Instead, what I see in 
Spokane under Cowles media is that we’re living in an Oz-like world where reality 
doesn’t matter anymore. How can she [Betsy Cowles] do that? And how can they 
then take issue with what The Local Planet is trying to do?”

With regard to West’s proposal to meet with editor Connye Miller, neither Grant 
nor Miller’s widower, Local Planet publisher Matthew Spaur, recall Miller telling 
them about a letter or visit from West or Cowles.

“I do not believe that either the developer or I met with her [Miller],” West told 
Camas, “although it was discussed.”

Gilks was surprised to learn from a Camas reporter that Grant was now running 
for mayor. He said Grant’s interest in politics made sense because of the reporter’s 
passion “as an advocate for the little guy.”

“More power to him,” Gilks said. “He’s honest and he cares.”

THE END

To download the email exchange between Jennifer West and Betsy Cowles, click 
here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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DOCUMENT OF THE WEEK (AUG 22, 2003)
A meeting in Washington --
Federal agency denies undermining RPS collateral

IN EARLY 1995 ATTORNEY DUANE SWINTON approached the city of Spokane 
on behalf of Betsy Cowles. His client, the developer of the River Park Square mall, 
wanted a low-interest federal loan to expand her family’s upscale property.

Spokane’s community development director, Mike Adolfae, responded by sending 
Swinton a short letter to which he attached several pages of federal rules.

Adolfae is responsible for overseeing millions of dollars a year in federal grants 
allocated to Spokane’s neediest neighborhoods. Swinton is the lawyer who 
represents both the Cowles family newspaper, the Spokesman-Review, and Cowles 
real estate companies, headed by Betsy Cowles.

Adolfae’s letter, with the attached rules from the federal Department of Housing 
and Urban Development, was the city’s fi rst answer to that question. A key line 
in the HUD material read simply, “Security -- Unconditional, irrevocable letter of 
credit.”

The HUD “Section 108” loan program Cowles wanted to use allows a city like 
Spokane to borrow money from HUD and turn around and loan it to a private 
developer, like Betsy Cowles. The catch is that when a city, with HUD approval, 
decides to broker such a loan, it automatically pledges its federal grant money 
from HUD as the primary security. That’s what protects HUD. What is supposed to 
protect the city is for the recipient developer to provide an absolute guaranty (i.e. 
the above referenced “letter of credit”).

Several crucial facts about the River Park Square transaction were never reported 
by the Spokesman-Review and Cowles-owned KHQ-TV. One of them is that Betsy 
Cowles refused to provide a letter of credit or otherwise assemble a package of 
collateral that would fully protect the city’s federal grant money. This was contrary 
to HUD guidelines. When the $22.65 million loan was fi nally executed in 1999, a 
city pledge of its future HUD grant funds provided not just the primary collateral, 
but a large chunk of the Cowles collateral as well.

Before Adolfae was instructed by a city attorney not to speak to Camas reporters in 
2001, he had begun to voice irritation that Cowles companies had even approached 
the city for the RPS loan without being willing to fully secure it with a letter of 
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credit. Had Cowles been willing to fully secure the loan, the city would not now be 
facing the prospect -- according to current city projections -- of a default that will 
cost the city between $6 million and $14 million in future federal grant money.

How did Spokane come to face the prospect of having millions of dollars diverted 
from poor neighborhoods to pay off a loan to Spokane’s wealthiest family?

Part of the answer can be found in a document recently produced by Swinton’s law 
fi rm in discovery for the RPS federal securities fraud lawsuit.

In an August 29, 1997 memo, RPS fi nancial advisor William Maher reports to 
former RPS project manager Bob Robideaux of Maher’s meeting that day in 
Washington, D.C. with Paul Webster at HUD. In the memo, Maher reports that he 
informed Webster, the fi nancial offi cer who oversees HUD’s loan programs, that “a 
letter of credit would not be possible” for the RPS loan.

“He indicated this should not be a problem,” Maher wrote, so long as the city 
provided other “evidence of credit and security in support of loan repayment.”

Such as?

“HUD can accept as security virtually anything that the City has to offer,” Maher 
explained, “assuming it has a market value that can be determined. For example, 
CDBG [Community Development Block Grant] program income could be 
pledged.”

THE WELL-KEPT SECRET OF THE HUD LOAN

This, in fact, turned out to be the hidden secret of the loan security. Not only 
did the public not learn of this important detail in the pages of the newspaper, 
but certain elected offi cials were also kept in the dark, including RPS critics 
councilwoman Cherie Rodgers, who took her seat in February 1997, and Mayor 
John Talbott, who took offi ce in January 1998.

The struggle over this issue is evident in a November 20, 1997 “confi dential” city 
memo that was eventually leaked to the Wall Street Journal (which used it in a 
January 8, 1999 front-page article).

“We believe,” wrote city attorney Jim Sloane and assistant city attorney Stan 
Schwartz, “that this loan could be structured in such a fashion to provide the City 
with greater security, through for example, a letter of credit or certain restructuring 



Camas Archive  —600—

in the Loan Documents. However, this has been resisted and represented as 
impossible by the developer.”

The Sloane/Schwartz memo was written almost two months after Maher met with 
Webster. It raises a serious question.

Did a senior HUD offi cial undermine the city’s efforts to obtain a letter of credit 
from the Cowleses? If the family’s top RPS fi nancial advisor was told by Paul 
Webster that HUD could approve the loan without a pledge of Cowles assets, 
wouldn’t that hamper the city’s negotiating position?

It’s noteworthy in Maher’s account that Webster informed him that HUD would 
accept an arrangement where the city, instead of the RPS developer, would provide 
the additional loan security.

A copy of Maher’s memo was sent to HUD this week with a short list of questions 
from a Camas reporter.

WHAT HUD SAYS NOW

HUD spokesperson Brian Sullivan responded on Webster’s behalf. He said Webster 
didn’t recall the meeting with Maher. This didn’t mean, Sullivan said, that HUD 
was disputing that the meeting occurred. But Webster does dispute that his 
reported statements to Maher “hurt the city’s efforts to obtain a letter of credit from 
the RPS developer.”

According to Sullivan, “We would dispute the characterization” in the memo that 
Webster said it was “not a problem” to proceed without a letter of credit.

“It didn’t strike Paul as a statement he would use,” Sullivan said.

“He [Webster] would never have steered anybody in a particular direction,” 
Sullivan insisted.

“You know, HUD’s not going to involve itself in the internal negotiations on how 
to structure the deal,” Sullivan said. “Our role is to examine the fi nancing package 
you present to us.”

Sullivan added that it was common for HUD to provide technical advice on how 
to secure loans when a letter of credit was not being posted, and a developer and 
public partner were having trouble gaining HUD’s approval for an alternative. 
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In this case, Sullivan acknowledged that the Spokane application was seen as 
“higher risk, because in the early stages it didn’t have the security to meet program 
requirements.”

But, Sullivan insisted, “It’s a local decision on how to structure this deal, entirely.”

On the question about whether it was “appropriate” for HUD to suggest a course 
of action to the RPS developer that is contrary to what HUD policy recommends 
for loan security, Sullivan replied: “We didn’t.”

THE END

To download the August 29, 1997 Maher memo, click here.
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JUDGE SAYS COWLES DIDN’T VIOLATE CONFIDENTIALITY (AUG 28, 2003)
Mediator rejects city’s motion to pursue contempt of court citation against RPS 
developer

THE FEDERAL MEDIATOR assigned to try to reach a negotiated settlement in 
the River Park Square securities fraud case says recent public statements by Betsy 
Cowles and her public relations team didn’t violate his confi dentiality orders.

In an order fi led last Friday in Yakima, U.S. District Court Judge Lonnie Suko 
denied a request fi led last month by City of Spokane special counsel Laurel 
Siddoway.

Siddoway claimed that in recent mailings Cowles and her public relations fi rm 
were breaching Suko’s gag orders, which were intended to keep secret the positions 
and arguments that have been exchanged in mediation sessions. In particular, 
Siddoway complained that Cowles was trying to disparage the city’s negotiating 
position by publicly portraying the city as unreasonable. In addition to seeking a 
contempt citation against Cowles and her p.r. fi rm, Siddoway wanted the court to 
allow the city to make public the settlement proposals shared between the city and 
RPS, as well as to make public an opinion Betsy Cowles offered during mediation 
discussions about the market value and marketability of the RPS garage. A dispute 
over the value of the garage -- for which Cowles companies were paid $26 million 
-- is clearly one of the issues that has complicated a resolution to the RPS impasse.

While Suko observed that it was diffi cult “to distinguish between confi dences and 
matters of public knowledge” in the RPS dispute, he wrote that he could fi nd no 
instance where Cowles and the Rockey Company had revealed “any confi dential 
matters discussed during mediation.”

While Suko emphasized the importance of his confi dentiality orders for “giving 
the parties some breathing space to negotiate diffi cult issues,” he said it was not his 
intent to shut down public debate.

“Throwing a veil of secrecy over the entire controversy,” he wrote, was not his 
intent. “The confi dentiality orders in place should constrain the parties from 
disclosing confi dences shared during mediation discussions, including offers of 
settlement and statements of positions, and should not deny the parties their right 
to freely express their opinions on general matters in the public domain relating to 
the litigation.”
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Although Suko’s ruling will prevent the city from sharing the proposals exchanged 
with RPS negotiators, it hasn’t prevented Siddoway and Mayor John Powers from 
responding to the criticisms aimed at them by Cowles, the Rockey Company and 
the Hill & Knowlton p.r. consulting fi rm.

“The Developer’s argument that ‘a deal is a deal’ is the centerpiece of a $250,000 
per year public relations campaign against the City orchestrated by Hill & 
Knowlton of New York City,” wrote Powers and Siddoway in an August 11th 
briefi ng paper given to Spokane reporters. “It conveniently ignores the fact that it is 
the Developer that has changed the terms of the deal, not the City.”

THE END

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook, 
and Judy Laddon.
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COMMENTARY: UNSCRIPTED AND UNREPORTED (AUG 28, 2003)
A bizarre claim in a recent debate shows why John Powers and the Spokesman-
Review have such serious credibility problems.

THE DEFINING MOMENT of the 2003 Spokane mayoral campaign came at the 
end of a debate the evening of August 21st. For two hours, volunteers for the 
League of Women Voters effi ciently guided 17 candidates for city offi ces through 
videotaped question and answer sessions for later broadcast. The awkward 
compression of answers became humorous at times, especially during the last 
debate of the evening when the effi ciency of the clock management worked too 
well. It created unexpected time to fi ll.

Into this unscripted extra time stepped the incumbent candidate for mayor, 
John Powers, to do something that his rivals complain he does with annoying 
regularity -- take credit for somebody else’s work. In this instance, however, 
Powers confi dently put himself in a position where what he claims to have done 
can be clearly examined on terms the mayor himself selected. What it shows, 
unequivocally, is that he was lying.

An account of the exchange between Grant and Powers didn’t show up in the 
Spokesman-Review’s article on the debate that appeared the following morning. 
The paper simply ignored it.

Powers had already given his closing statement, and the last candidate with time 
remaining was challenger Tom Grant. In introducing the closing statements, the 
league’s moderator asked the fi ve candidates to sum up by answering the question, 
“Why should the citizens vote for you?”

Grant chose to use his last and longest block of time (two minutes) to talk about 
something else. This is what he said:

“To close, I want to propose a solution to River Park Square. It’s the albatross that’s 
hanging around our neck. And we need to cut it loose. Now. How can we do that? 
Well, as you know, it’s against the state constitution for a city to give money to a 
private entity like River Park Square, for instance. We asked the supreme court of 
the state to settle that question once, three years ago. We asked, was the River Park 
Square garage deal just a mechanism for passing a few million dollars of public 
money into the development of the mall? The court said at that time it didn’t have 
enough evidence to consider that question.
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“Well, I submit that the court has enough evidence now. Sworn testimony of city 
council members and former city managers would support that claim. And we 
need to take the case back to the state court and get it to the supreme court as soon 
as possible. We need the court to declare it a violation of the state constitution. With 
such a decision, we could void the River Park Square deal.

“Appointed and elected representatives may have violated the constitution, but the 
taxpayers didn’t. So, we could go back to square one. Betsy Cowles would get her 
garage. The bondholders would get back their 26 million, because she would give 
it back. And they could fi ght over what legal fi rms and bonding companies would 
be responsible for the rest of the money. The city wouldn’t get off scott free. We’d 
probably still lose millions, because we used our community development block 
grant funds to guarantee a $23 million HUD loan to build the mall. But that was 
just something stupid our appointed and elected offi cials did, not something that 
violated the state constitution. And we can’t unravel stupidity. But we can unravel 
what was illegal and against the constitution. And if we are to move on, we must. I 
submit to you I am a candidate who has solutions to even our toughest questions.”

The league’s mayoral debate should have ended there. But the moderator 
announced that she had some good news, that there was still enough time 
remaining for each candidate to have 15 seconds to respond. This meant it was 
Powers’s turn, and he dove right in. This, in its entirety, is what he said.

“I like Tom’s proposal to resolve River Park Square because that’s the exact 
proposal I published in The Inlander in August 2001. The exact solution I called for. 
We’re staying at the table to try and achieve it, but in the meantime we’re fi ghting 
to protect the taxpayers’ interests in the City of Spokane.”

As Powers was speaking, Grant looked stunned. With good reason. Not only 
was Powers taking credit for something he hadn’t done, but the proposal Grant 
spelled out is close to the opposite of the RPS legal strategy that Powers and special 
counsel Laurel Siddoway put in place shortly before the Mayor wrote his Inlander 
column. It was as though President Bush was suddenly trying to take credit for 
Howard Dean’s proposal to repeal the President’s tax cuts.

Regardless of what one thinks about Grant’s proposed remedy, it at least offers 
a clear position on the central dispute in the RPS controversy: Were city offi cials 
innocently duped, or did they act, purposefully, to authorize a vastly infl ated price 
for the garage in order to help Betsy Cowles develop her shopping mall?
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YOU CAN LOOK IT UP

Grant was a reporter with KXLY-TV in 2000 and worked with Camas on a series 
of special reports bringing to light many facts supporting the argument that key 
city offi cials acted purposefully. In light of the evidence at that time, Yale Lewis, 
the city’s fi rst RPS special counsel, fi led a complaint based on this theory. Lewis 
posited that unnamed city offi cials were involved with Cowles agents as part of 
a conspiracy to knowingly divert public funds to private use. He fi gured that if a 
few city offi cials knew of the scheme and others didn’t, the city could void its RPS 
contracts by arguing fraud. If a controlling majority of city council members knew 
about it, then the city could argue that their actions were ultra vires -- beyond their 
legal authority -- and must therefore be voided because of the state’s constitutional 
prohibitions on making public gifts to private entities.

This is essentially the same conclusion about the evidence that garage bondholders 
asserted when they fi led a federal securities fraud lawsuit against the city and 
Cowles real estate companies in April 2001. It also squares with the position the IRS 
has taken in arguing that the garage transaction violated federal tax rules.

Powers’s emphatic response to Grant’s proposal turned reality upside down. He 
simply didn’t write what he said he wrote. The position Powers set forth in his 
August 2001 column began with an explanation for why he rejected Lewis’s legal 
theory and set a much different course. He wrote that he viewed the RPS debacle 
not as a conspiracy to divert public funds for private use, as Lewis had alleged, but 
“as a business dispute” that involves dividing up “unforeseen losses arising from 
shared mistakes.”

“I dropped the conspiracy claims against the Developers and unnamed city 
offi cials early in my administration because,” the mayor wrote in his Inlander 
piece, “until someone shows me some evidence, I don’t buy it.”

This latest bizarre and easily refutable claim by Powers only adds to the string 
of other controversies that have all but destroyed his public credibility. (See “The 
Mayor’s Self-Affl iction.”) If Grant’s proposal is “exactly” what Powers thought he 
advanced two years ago, it would also beg the question of why he and Siddoway 
didn’t fi le court papers explaining the new evidence and asking to reopen the 1997 
case. More importantly, if Powers really does subscribe to Grant’s view, the city’s 
credibility with the supreme court will surely be diminished the longer Spokane 
waits to fi le a new motion and provide the court new information (from the 
dozens of depositions and thousands of documents produced during the recently 
concluded discovery in the RPS securities fraud case).
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But that’s clearly not happening. When Powers and Siddoway presented the city 
council with a report on the RPS discovery on August 11th, the only discernible 
purpose of the presentation was to try to corroborate and support the mayor’s 
longstanding position -- the same one he laid out in the August 2001 Inlander 
piece.

WAKE UP AND DON’T READ IT

The Spokesman-Review’s decision to not report on Grant’s proposal and Powers’s 
mind-boggling response to it only adds adds to the conspicuous list of newsworthy 
River Park Square developments the paper simply chooses to ignore.

At the top of that long list is the deeply revealing fact that the Cowles family was 
stubbornly unwilling to comply with federal guidelines to provide a letter of credit 
to secure its $22.65 million, federally backed loan for River Park Square. There 
are countless other examples, like the recent effort by the city to sanction Betsy 
Cowles for contempt of court, and the recent IRS decision to abandon settlement 
negotiations with those who sold the bonds that provided the Cowles family 
with $26 million for the garage. Those would seem like important news stories 
for a newspaper serious about convincing its readership that the Cowles family’s 
business and public relations interests don’t affect news coverage.

Powers now seems to believe that the newspaper is out to get him. (Part of his re-
election strategy is to tie state Sen. Jim West, perhaps his most potent challenger, 
to the Cowles family.) But it’s worth considering that the newspaper’s less-is-best 
approach to covering RPS has benefi ted Powers more than it has hurt him. The S-R 
has never seriously examined the facts behind the Powers/Siddoway legal strategy, 
even though there are literally tens of millions of dollars in public exposure riding 
on it. Nor has the paper looked at why Powers was so eager to go after former city 
bond counsel Roy Koegen while trying to protect Mike Ormsby, the Preston Gates 
& Ellis lawyer who fronted the garage bond transaction before working on Powers 
2000 mayoral campaign.

Given the publisher’s glaring confl icts of interests, the newspaper’s all-but-
invisible reporting on River Park Square may seem to its reporters and editors to be 
the only prudent solution to a sticky situation.

The First Amendment doesn’t require newspapers to publish news they don’t like. 
Freedom of the press includes the freedom to ignore an embarrassing subject. But 
that doesn’t make the practice right. The Society of Professional Journalists ethical 
code requires journalists to conduct themselves free of “any interest other than the 
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public’s right to know” and to “be vigilant and courageous about holding those 
with power accountable.” There’s no clause in the SPJ code that grants exceptions 
in situations where those holding the power also hold the pens signing the 
reporters’ paychecks. To the contrary, the ethical response for the newspaper would 
have been to err on the side of over-covering the story, thereby demonstrating the 
journalists’ independence from the publisher.

The Spokesman-Review’s decision to bury its head in the sand on RPS is only 
self-serving. It has done nothing to help its readers better understand a complex 
problem in which the garage controversy is really only one part.

Among the stories the newspaper has willfully tried to place out of sight by not 
covering is the central controversy about the understanding between the 1997 city 
council and Betsy Cowles and her development team. Betsy Cowles’s position 
is that “a deal’s a deal” and the council understood that deal. Grant’s position is 
that the deal the council understood was a secretive arrangement, one laced with 
“donative intent” to give public money to a private developer. Powers’s position 
is that the council was misled by Cowles and the city’s parking consultant into 
making a colossal but innocent mistake.

There’s really no good excuse for a city’s only daily newspaper to turn away 
from such a dispute. This is the rare controversy where a simple, straightforward 
journalistic inquiry can give citizens important information about how power in 
their community is really exercised. It is precisely the situation in which journalists 
should seize their ethical responsibility to show readers how a genuinely free press 
works to bring outside accountability to bear on how the public’s business gets 
done. With the RPS controversy, it’s a much easier task now, because there are so 
many documents and pages of transcripts in the wake of the lawyers.

Still, the newspaper’s editors refuse to lift up the rock and look under it, and 
because the paper has not taken up the assignment, the breeze-testing editors at 
The Inlander, KREM, KXLY, KAYU, KHQ, KSPS, and KPBX have clearly decided it 
must not be a story for them either.

John Powers is a ripe target for his challengers this summer, because they believe 
he has made a crisis of confi dence in Spokane government even worse. Whether 
Spokane city hall can solve its credibility problems with a new mayor and council 
remains to be seen. As chaotic as city politics is this year with the September vote 
on reverting back to a weak mayor system, at least the outcome is in the hands of 
voters.

That’s not the case with Spokane’s media and the credibility problems it faces. In 
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this realm, there aren’t that many votes, and the ones that matter most are those in 
the hands of only two people -- Betsy Cowles and her brother Stacey.

THE END

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook, 
and Judy Laddon.
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DOCUMENT OF THE WEEK (SEPT 3, 2003)
RPS to City:
Keep Talbott in the Dark

WHEN JOHN TALBOTT TOOK OFFICE as mayor in January 1998 he had a lot of 
questions about the city loaning $22.65 million to Cowles real estate companies. 
Spokane would be risking its Dept. of Housing and Urban Development (HUD) 
block grant funds in order to help fi nance the Cowleses’s private mall, River Park 
Square. Talbott wanted to know how great those risks were.

Talbott says he never got all the answers he was seeking and still insists there were 
important facts about the secretive negotiations between city lawyers and agents 
for River Park Square that he didn’t learn until after he left offi ce at the end of 2000. 
( See “Inside Job.”)

Among the things Talbott says he knew nothing about is a January 26, 1998 letter 
from Cowles attorney Duane Swinton to then-city attorney Jim Sloane. A copy 
of the letter was recently found by a Camas reporter in a review of thousands 
of documents turned over by Swinton’s law fi rm as part of discovery in the RPS 
federal securities fraud litigation. Inexplicably, the letter was not on fi le with the 
city and had not been provided to Camas in response to public records requests 
fi led with the city.

In the letter Swinton asks “that the City not make available to Mr. Talbott any 
of the material that has been submitted by the [RPS] developers to the City in 
confi dence.”

“I would have gone public with that,” Talbott said in a recent interview, after 
portions of the letter were read to him. “I would have jumped on it in a minute...

“I believe that what this represents to me is an effort on the part of key city staff 
and the Cowleses to deny me information that I needed to make a proper decision 
about River Park Square. I would have felt it important to tell the public about how 
my hands were being tied.”

Sloane says he has only a “vague” recollection of Swinton’s letter. Still, he confi rms 
Talbott’s recollection that the letter was never shared with the mayor. On the other 
hand, the former city attorney insists that he has “a very clear recollection” that 
he and assistant city attorney Stan Schwartz met with Talbott shortly after he took 
offi ce and gave him an RPS briefi ng.
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“We met with Talbott in January of 1998,” Sloane says, “and gave him a packet 
of information that was relevant to River Park Square. We told him if he had any 
questions about it to talk to us.”

Asked by a Camas reporter if he had withheld any information from Talbott as 
requested by Swinton, Sloane responded: “Absolutely not. Each council member 
has the right to see all materials. Council members can see anything they want to 
see.”

But what did Talbott get to see and know?

Talbott says he does remember getting a packet of information about River Park 
Square from Sloane. “But,” he said, “there wasn’t anything startling in it [the 
packet], because if there was I certainly would have raised it at HUD.”

Specifi cally, Talbott says he learned nothing from Sloane or Schwartz about 
the important behind-the-scenes struggles over the loan security. Not only did 
Cowles negotiators refuse to put up the unconditional letter of credit that federal 
guidelines recommend for such loans, but the city also asserted exemptions to the 
state’s public records law to suppress internal memos and notes showing that other 
efforts to obtain additional sources of repayment and collateral were, for the most 
part, unsuccessful.

Talbott disputes Sloane’s account that he was offered help in understanding the 
complex loan transaction.

“They never offered me any help,” Talbott insists. “They gave me the document 
packet, but then it was up to me to ask the right questions, and I never knew the 
right questions. I had no staff assistance, and Cherie [Cherie Rodgers, the only 
other member of the 1998 city council who opposed the loan to RPS] had no staff 
assistance.”

Talbott says his meetings with Sloane about RPS were often contentious.

“The inference from Sloane was that, ‘My employer is [city manager] Bill Pupo, not 
you, and I cannot tell you anything that will bring harm to him [Pupo.]’”

Sloane was asked if one of the documents he would have provided to Talbott was 
a “confi dential” November 20, 1997 letter that he and Schwartz provided the 1997 
city council after Talbott was elected but before the new mayor took offi ce. In 
the letter -- which was later leaked to both the Spokesman-Review and The Wall 
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Street Journal -- the two attorneys frankly discussed their concerns about the city’s 
risks of a loan default and their frustration at not being able to persuade Cowles 
negotiators to provide more collateral to protect the city. The Cowles newspaper 
decided not to report on the memo, but the Wall Street Journal used it in a front-
page story in January 1999, by which time the loan had already been fi nalized.

“Almost certainly,” Sloane said, in response to whether he’d shared the memo with 
Talbott, “but I’m not positive.”

Does Talbott recall being given the 11/20/97 memo?

“No,” he replied. “I don’t believe I ever saw that letter.”

There is no record of Sloane responding to Swinton’s January 26, 1998 letter in 
writing, and Sloane says he has no recollection of sending a letter in reply. Sloane 
also said he had no specifi c recollection of responding to Swinton verbally. He 
did say, however, that “They [RPS] were always concerned about confi dentiality” 
and that he would generally respond by informing Swinton “If they’re public 
records we will make them public. If they’re not public records, we’ll respect the 
confi dentiality.”

While Talbott says he got no help from the city’s lawyers, he did say that a number 
of other city professional staff members let him know that they wanted to help him 
gain a better understanding of the problems with the RPS loan transaction. But, the 
former mayor said, those staff members were afraid of losing their jobs with the 
city.

“The employees wanted to help me,” Talbott says, “but they couldn’t, and I 
understand why they couldn’t.”

THE END

To download the January 26, 1998 Swinton document, click here.
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FROM BAD TO WORSE (SEPT 4, 2003)
Cowles real estate company refuses to make $500,000 “guaranteed” loan 
payment, threatening Spokane’s HUD block grant money. Will the city foreclose 
on the Nordstrom store?

THE ALREADY BAD NEWS about the fate of Spokane’s $22.65 million loan to 
River Park Square just got a lot worse.

On Monday, city hall received a hand-delivered letter from Steve Rector, treasurer 
for Cowles Publishing Company and RPS II, the Cowles real estate holding 
company that owns the River Park Square mall. The letter contained a bitter pill: 
RPS won’t make a scheduled $500,000 annual payment on the loan.

The city is the one to blame, according to Rector’s letter, because it has refused to 
loan its parking meter money. While that dispute is currently in an appellate court, 
parking meter revenues are being held in an escrow account.

By holding the funds in escrow, Rector asserts, RPS has “been deprived of more 
than $6.1 million” that it could have used, in part, to make payments on the city’s 
loan to RPS.

“Because of the city’s actions,” Rector wrote, “River Park Square is impaired in its 
ability to fund the $500,000 payment in August under its guarantee dated August 
10, 1998.” Accordingly, he added, RPS was exercising what it sees as its rights 
under the loan agreement “to suspend further performance of its obligations.”

“I think Betsy’s playing hardball,” said city councilwoman Cherie Rodgers. “And I 
think the timing of it is pretty crucial, coming right before the election.”

The RPS loan payments are critical to the city’s ability to repay its loan from 
HUD. Although the payment is backed with a “guaranty” from Cowles real estate 
companies, Rector’s letter explains the guaranty is no longer being honored, 
because of the city’s withholding of parking meter funds.

The Rector letter is a stunning escalation of the already tense struggle between RPS 
developer Betsy Cowles and the city. Even though both sides have issued public 
statements about their positions and pointed fi ngers at the other, the confl ict has 
been completely ignored by the Spokesman-Review and other Spokane media. 
Nevertheless, the legal, political and fi nancial stakes involved are extraordinary, 
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both for the city and Cowles companies. Reputations, careers, and literally tens of 
millions of dollars are at stake.

City attorney Mike Connelly and special counsel Laurel Siddoway did not respond 
to Camas requests to answer questions about Rector’s letter. Siddoway, however, 
sent a memo to city council members Wednesday night in which she laid out the 
steps the city was taking to compel the payment from RPS. In addition to a formal 
demand sent to Cowles real estate companies on Wednesday, Siddoway reported 
she has been in contact with offi cials at the federal Department of Housing and 
Urban Development, including HUD Secretary Mel Martinez. Siddoway believes 
the city can get assistance from HUD lawyers in collecting on the guaranty, because 
-- in addition to pledging the city’s annual community development block grant 
(CDBG) money as collateral for the loan -- Spokane also assigned its rights to the 
$500,000 guaranty to HUD.

Siddoway informed the council that she had received materials from a HUD 
lawyer and would be working with him “to take action to advance the City’s and 
HUD’s shared interest in protecting the City’s CDBG funds.”

Her memo indicates the city and HUD will allow at least fi ve business days for RPS 
to reconsider before initiating legal action to force the payment.

A STRANGELY CIRCUITOUS ARRANGEMENT

Spokane borrowed the $22.65 million from HUD in 1999 in order to turn around 
and loan the money to the Cowleses to help fi nance their private mall. To avoid a 
hit on the city’s federal grant funds, the RPS loan payments to the city have to keep 
pace with the city’s debt obligations to HUD. Otherwise HUD takes the city’s grant 
money to avoid a default on its loan to the city. But even before Rector’s letter, the 
house of cards was beginning to collapse.

There are only three sources of revenue designated to repay the HUD loan. 
Two of them (Nordstrom lease payments and a portion of RPS garage ground 
rent payments) were already running well behind projections. Nordstrom lease 
payments are computed based on gross sales, and those sales have been much 
lower than projected. The garage land lease payments are tied up in state court.

Consequently, the city had already been projecting that payments from RPS would 
fall between $6 million and $14 million short of what the city needs to avoid a hit 
on its block grant money. A permanent loss of the $500,000 annual payments from 
RPS would add $8 million to those projected defi cits.
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In the strangely circuitous arrangement the city agreed to, Cowles companies were 
supposed to be paid “ground rent” from parking garage revenues. The Cowles 
companies were then supposed to turn around and pay a large portion of that 
ground rent to the city, so the city could use these funds to pay off its loan from 
HUD. If parking garage revenues weren’t suffi cient to allow the garage to make 
ground rent payments, the city agreed to “loan” its parking meter money to make 
up the difference -- creating a situation where the city would literally be loaning 
public funds that would be used to pay the Cowleses, who would then literally be 
using money borrowed from the city to pay back the city’s loan.

The numbers staring the city in the face are simple and staggering. The city’s 
remaining obligation to HUD is over $36 million. Currently, the only functioning 
revenue stream is rent from the Nordstrom store, paid monthly, which nets about 
$961,000 a year. Over the remaining life of the loan, Nordstrom rent is expected to 
provide nearly $15 million.

This leaves a potential loss to the city of $21 million, because rather than letting the 
city default on its loan, HUD will begin subtracting upwards of a million dollars 
a year from the city’s community development block grants. As things stand, the 
large hit on the block grant funds will arrive in 2004 when the city (absent the 
$500,000 payment from RPS) faces a shortfall of $325,000 in February and nearly 
$1.2 million in August.

What can the city do? That was the question Rodgers asked Monday afternoon at 
the city council’s legislative briefi ng session.

“I want to know the city’s position on this,” Rodgers told Camas. “Is the city going 
to foreclose on the Nordstrom store?”

Rodgers’s question stems from the fact that the Nordstrom building is the main 
source of collateral for the city’s loan to RPS.

The city seems to have no choice but to seek a court order to compel the payment, 
because foreclosure on the Nordstrom building would not be a tidy solution.

The building is encumbered by the Nordstrom lease. It’s hardly conceivable that 
the city would try to take the building and sell it out from under Nordstrom 
when, to do so, would further jeopardize the Nordstrom lease payments and risk 
throwing the whole downtown project into chaos.

Siddoway seemed to acknowledge this in a state court proceeding two years ago 
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when the subject of foreclosure came up.

“The city’s recourse” in the event of a default, she explained to Judge Tari Eitzen, 
“is to sell the Nordstrom building. And the city isn’t ready to sell the Nordstom 
building.”

THE END

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook 
and Judy Laddon.
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DOCUMENT OF THE WEEK (SEPT 10, 2003)
“OUT” -- How an “independent” credit analysis by three Gonzaga professors 
was altered after River Park Square’s project manager objected to its key 
fi ndings.

WHILE SPOKANE WAS EVALUATING whether to loan $22.65 million to the 
Cowles family for their mall, the developer exerted withering pressure to alter a 
key report.

According to documents recently released in the federal River Park Square 
securities fraud case, project manager Bob Robideaux heavily edited an 
“independent” credit analysis done for the city by three Gonzaga professors.

How did Robideaux come into possession of the confi dential draft report of 
October 10, 1997? Why was it so distasteful to him? And why were his changes 
incorporated in the fi nal, public draft?

Though some mysteries remain, the context of the altered report is clear.

Cowles correspondence reveals that the family was adamant that it did not want 
to jeopardize assets of Cowles Publishing Company -- the parent company of 
the family’s real estate subsidiaries -- in the event River Park Square did not go 
as planned. It was for that reason the family’s negotiators told city offi cials and 
offi cials with the Department of Housing and Urban Development (the federal 
agency that would back the city’s loan to RPS) that RPS would not provide the 
unqualifi ed letter of credit that HUD guidelines called for.

One aspect of the heated and protracted negotiations involved a supposedly 
independent credit analysis. Given the Cowleses’s refusal to secure the loan with a 
letter of credit, the credit analysis became one of the crucial hurdles that needed to 
be cleared order to gain HUD’s approval for the loan.

Normally, HUD would have done the underwriting analysis itself but, in this 
case, the city was allowed to commission the analysis from an “independent” 
team of experts. The team selected consisted of three professors from the Gonzaga 
University School of Business Administration -- Kent Hickman, Carl Bozman and 
Clarence (Bud) Barnes. The professors did their review of the project in the fall of 
1997.
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Their fi rst analysis was a devastating critique, fi nding that the “loan is essentially 
uncollateralized.”

A September 29th version of the report found in Councilwoman Roberta Greene’s 
fi les is replete with exclamation points in the margins where Greene noted the 
professors’ blunt conclusion: the loan was a very risky proposition for the city.

“An analogy of this kind of collateral,” read one section that drew an exclamation 
point from Greene, “would be a bank lending an individual funds, counting on 
the individual’s salary for the primary source of debt repayment and then taking a 
pledge of the individual’s salary as the second repayment source.”

This was the central weakness of the loan structure -- the collateral for the loan 
was essentially identical to the sources of repayment for the loan, meaning that the 
collateral would be “nearly valueless” in the event of a loan default.

The public got to learn nothing of the professor’s fi ndings until the Wall Street 
Journal ran a story in January 1999, quoting from leaked city documents. But, by 
that time, the city and HUD had already approved the loan package.

One question that remains: Why did the city and HUD approve the loan when the 
Gonzaga professors found such deep fl aws with it?

Part of the answer appears to be that HUD offi cials never saw the earlier drafts of 
the professors’ report and, by the time it was fi nalized in November 1997, the most 
damning portions of the report -- including those that drew exclamation points 
from Roberta Greene -- had been removed.

Why were they removed? Hickman, the report’s lead author, insisted during 
his May 2002 deposition in the federal RPS case that the changes represented 
“independent” decisions based on changed conditions and assumptions between 
the early drafts and the fi nal report. But it’s also clear that he and his co-authors 
were pressured by the RPS development team to change their fi ndings.

The fl avor of that pressure comes through in notes in former city manager Bill 
Pupo’s handwriting of an October 14, 1997 conversation with RPS project manager 
Bob Robideaux and Cowles attorney Duane Swinton.

“Terminate these folks and get someone else,” Pupo records Robideaux as saying. 
In reference to a section of the report, Pupo records Robideaux as remarking that a 
whole page of the report explaining the “low” credit ranking “is a kiss of death.”
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There’s no question Robideaux and Swinton were trying to infl uence the report. 
They apparently succeeded.

Even though it was marked as a “PRELIMINARY CONFIDENTIAL DRAFT,” a 
copy of the October 10, 1997 version of the report was found in Robideaux’s fi les 
and turned over in discovery. It contains numerous editing marks in Robideaux’s 
handwriting, including a bold bracket around the summary paragraph of the 
report. This concluded that the loan security fell below even the lowest of the three 
categories laid out in the Price-Waterhouse Guidelines that HUD instructed the city 
to use.

“The River Park Square loan fails to satisfy fully any of these three criteria,” the key 
paragraph read, “because [of] its lack of useful collateral and its marginal tangible 
evidence of developer commitment, per Price Waterhouse Guidelines.”

In Robideaux’s copy, the paragraph is lined out, and written in the margin is the 
boldly underlined word, “OUT.”

In the fi nal report dated November 20, 1997, the paragraph Robideaux crossed 
out in the draft has indeed been deleted. Whereas the earlier drafts ranked the 
collateral below “Tier III” (the lowest grade under the guidelines) the fi nal report 
graded the collateral as “conditionally” meeting the “Tier I criteria” (the highest 
grade under the guidelines).

One of the crucial reversals in the assumptions was that rather than valuing the 
collateral under default conditions, the fi nal report evaluated the collateral under 
“steady state” conditions as of 2005. This remarkable change made it possible 
for the authors to omit their key criticism from the earlier drafts, which was their 
bluntly worded conclusion that the collateral would be all but worthless under the 
conditions in which it would be needed.

In his deposition, Hickman was asked by Cowles attorney Les Weatherhead if any 
change in the reports was “motivated by anything other than your independent 
professional judgment about how to value this loan?”

“Let me put it this way,” Hickman responded. “When you say motivated, I would 
say that changes may have been motivated by changes in the nature of the deal, or 
changes in the way the deal was structured as I understood it or knew in fact that 
came to my mind. I never made a change that I didn’t view as professional and 
independent.”
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THE END

To download a copy of Bob Robideaux’s editing of a key paragraph in the October 
10, 1997 credit analysis draft report, click here.
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CAMAS REPORTING OFFERED TO MAYORAL CANDIDATES (SEPT 20, 2003)

CAMAS MAGAZINE has contacted both candidates for mayor -- Tom Grant and 
Jim West -- and offered them a free Gold Subscription to the publication from now 
through November. This will allow full access to the magazine’s extensive River 
Park Square reporting and document archives.

For the purpose of facilitating substantive public discussion of the River Park 
Square issue during the mayoral race, Camas has also granted the candidates 
permission to download and distribute all such material either electronically or in 
hard copy.

The distribution of this material should be accompanied with the note: “Reprinted 
with permission of Camas Magazine.”

—The Editors
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END OF THE ROAD? (SEPT 21, 2003)
Appeals court ruling takes out the heart of Spokane’s River Park Square legal 
strategy

JOHN POWERS SUFFERED TWO STINGING defeats on Tuesday. The fi rst was the 
stunning loss in city’s mayoral primary that kills his hopes for re-election.

The other defeat came from a trio of state appeals court judges who summarily 
dismantled the core argument that, since February of 2001, has been the foundation 
for the mayor’s River Park Square legal strategy. The judges ruled that city 
offi cials knew what they were doing when, in adopting a key 1997 ordinance, they 
stipulated the terms under which Spokane would “loan” money to the RPS garage.

It was a devastating setback not merely for Powers but, more importantly, for the 
city’s hopes to protect Spokane’s public funds from the continuing RPS debacle.

The grim news for the city didn’t seem to ruffl e the mayor.

“On the merits,” Powers said in a prepared statement, “I’m confi dent the City’s 
position was right and that the Supreme Court would reach a different decision.”

Councilman Steve Corker, a former member of the city’s RPS mediation team, was 
less sanguine.

Asked what the mayor’s RPS legal strategy has accomplished for the city over the 
past three years, Corker bitterly replied: “Nothing.” (Corker opposed Powers in the 
primary election and, like Powers, lost to Tom Grant and Jim West.)

As Corker acknowledged, the double-barrel blast of the primary results and the 
appeals court decision leaves the city in an awkward, if not impossible, position. 
While there may be a window of opportunity for the city to adopt a new strategy 
based on evidence that has come to light in discovery in the federal securities fraud 
case, the control of those decisions is now in the hands of a lame duck mayor.

Powers said Tuesday he would include the city council in a review of the city’s 
options, but council members weren’t holding their breath. Corker pointed out that 
Powers didn’t consult with the council on the previous strategy and dismissed the 
notion that council input would be welcomed now.
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“His idea of consulting is to tell us what he’s going to do,” Corker said. “It always 
has been.”

Councilman Al French, a current member of the city’s RPS mediation team, also 
doesn’t see Powers taking a different approach.

“It seems to me for the rest of this year the control continues in Powers’s hands. 
Unless he’s persuaded by the courts or his backers to change, I don’t see him 
changing.”

A “SURPRISINGLY BOLD MOVE”

In the beginning, some thought it was a clever move.

Powers’s impressive victory over RPS critic John Talbott may have rested on 
Powers’s criticism that Talbott had become too militant. Talbott’s legal strategy was 
to go after Cowles real estate companies on charges of being part of a conspiracy 
to divert public funds for private purposes. Powers promised voters a less 
confrontational approach.

But the unanswered question was, after gutting the city’s lawsuit, how would he 
pressure Betsy Cowles to bargain with the city?

Many observers were stunned by the answer to that question. The mayor’s new 
special counsel, Laurel Siddoway, revealed the new approach by repudiating the 
promises the city had made to garage bond purchasers: a) that the city would 
allow bondholders to be paid fi rst out of garage revenues, and b) that the city 
would “loan” parking meter funds to cover other garage obligations, if necessary. 
(Those other obligations involved payments to Cowles real estate companies, who 
own the land beneath the garage, and payments covering garage operations and 
maintenance.)

“Anyway you slice it politically,” opined Inlander publisher Ted McGregor at the 
time, “it was a surprisingly bold move for Powers.”

McGregor and others thought Powers and Siddoway might then be able to 
negotiate “from a position of strength” with RPS developer Betsy Cowles. The 
hope was that, with litigation recast as a mere “business dispute” rather than a 
sinister conspiracy, Cowles would be amenable to a quick negotiated solution. If 
so, then it would avoid lengthy discovery that might embarrass Cowles and the 
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city. And it would avoid a trial that will further expose to public view the unseemly 
relationship between city hall and the Cowles family in the late 1990s.

The rabbit Siddoway had pulled out of her briefcase was based on a technicality. 
She argued that in adopting its “Off-Street Parking Ordinance” in January 1997, 
the city really didn’t agree to lend money to the parking garage under terms that 
were laid out in several supporting documents. The problem with Siddoway’s 
gamble was that those documents were very explicit. If the city had not agreed that 
garage income would fi rst go to paying off bondholders, whose money enabled the 
$26 million purchase, then the bonds could not have been sold, and the upscale, 
expanded RPS would never have happened.

As Camas has previously reported, the evidence is overwhelming that senior city 
staff and city council members understood the loan pledge just this way, and it 
was this understanding that the city stipulated to when it signed off on the offi cial 
statement for the garage bonds in 1998.

Spokane Superior Court Judge James M. Murphy ruled against Siddoway’s 
argument on Dec. 21, 2001 and ordered the city to “loan” its parking meter funds to 
the garage.

Murphy’s opinion devoted only a few paragraphs to the crucial fl ow of funds 
argument. The appeals court opinion issued Tuesday devotes several pages, 
overwhelming Siddoway’s argument with a mountain of evidence from testimony 
and documents showing that the council understood the loan pledge.

“That arrangement,” the opinion notes, “is consistent with the express language of 
the ordinance and is in harmony with the general structure of the garage fi nancing 
plan endorsed by the ordinance.” Even if the loan provision might possibly 
be considered ambiguous, “the legislative history supports the Developer’s 
interpretation.”

That’s a huge win for Betsy Cowles and her attorneys, who have insisted all along 
that the position Powers took with Siddoway’s fl ow of funds argument was a 
blatant breach of the city’s promise to the RPS developer.

MEDIATION STALEMATE

The mayor’s mediation efforts relied, in large part, on his confi dence that 
Siddoway’s argument would prevail and that the city could use the millions of 
dollars it had put aside but not loaned to the garage as a bargaining chip. Now, 
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because the city has nothing to bargain with, even councilman Al French sees that 
the court’s decision will put mediation “on the back burner,” because it takes away 
the developer’s “motivation” to negotiate.

“I’ve lost all faith in mediation,” said Corker. “And I’ve never had faith in her fl ow 
of funds argument.” More to the point, Corker said, he doesn’t see how Powers 
and Siddoway can now become more aggressive in the federal securities fraud case 
without exposing the complicity of city offi cials -- something Corker says the city 
has been “unwilling to go after” since Powers came to offi ce.

Councilwoman Cherie Rodgers was an early critic of the Powers/Siddoway 
strategy and insists, based on a conversation with Siddoway, that it was motivated 
by “politics” and not a search for the truth. (See “Powers Play.”) If anything, 
Rodgers says, the stock the city put in the ill-fated fl ow of funds argument “has 
made things worse, not better.”

“The evidence suggests she [Siddoway] was wrong,” Rodgers says about the 
depositions and documents that have since come to light in the RPS securities 
fraud case. “She’s had three years to right it, and she hasn’t done it. And we’re 
paying a heavy price for that.”

WHAT’S NEXT?

The city will now have to decide whether to petition the Washington supreme 
court to review the case and, if so, what argument(s) to base the petition on.

One issue not resolved by the appellate decision is whether a loan to the insolvent 
Spokane Parking Development Authority (PDA) is simply an outright gift, 
something the state constitution would appear to preclude.

The opinion upheld the developer’s “writ of mandamus,” a demand to force the 
current council to vote to turn over the parking meter funds.

Seattle attorney O. Yale Lewis, Siddoway’s predecessor as Spokane special 
counsel, disagreed with the decision. “I think that’s a serious error by the Court of 
Appeals and not consistent with the [supreme court] ruling in the Miggins case,” 
he said. “It’s a separation of powers issue. Mandamus cannot be used to compel a 
legislative act. That’s just wrong.”

Lewis, who continues to follow the RPS case, says he’s encouraged by the recent 
statements by Tom Grant, the journalist whose strong showing in this week’s 
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primary ended Powers’s bid for re-election. Grant said he would use evidence 
from discovery in the RPS litigation to petition the supreme court to review its 1997 
decision on whether the terms and circumstances of the garage transaction violated 
the state constitution.

“Tom was dead on when he talked about it a few days ago,” Lewis said.

When the supreme court fi rst ruled on the RPS case in 1997, Lewis explained, it 
gave the benefi t of the doubt to the city as to whether the garage price and the 
ground lease payments to the Cowleses were reasonable. Now, he says, it’s not 
only clear that the purchase price “was not a fair price” and that the ground rent 
was excessive, but he points to depositions of current and former city offi cials and 
others who “have testifi ed that they were aware in 1996 and 1997 that the purchase 
price and the ground rent exceeded fair market value” but were nevertheless 
persuaded by the developer to move ahead with the project.

“If that is so,” Lewis says, “it seems to me that, under all of the present 
circumstances, a ‘loan’ of public funds that won’t be repaid would violate the state 
constitution.”

And that, says Lewis, gives the city an opening to do what Grant is proposing, 
petition the supreme court to act on the new evidence with the hope of a ruling that 
the 1997 ordinance is unconstitutional.

Rodgers agrees with Lewis’s take on the evidence but is frustrated with the 
mayor’s unwillingness to even acknowledge it.

“Powers keeps saying he doesn’t see it, that unless someone shows him the 
evidence of a conspiracy he doesn’t buy it,” she said. “Well, he better read those 
depositions, because it shows there was [a conspiracy.]”

The complication Lewis sees is that the city, in order to use the evidence to petition 
the supreme court argument, has to act within a “reasonable” period of time to 
bring it to the court’s attention. Yet the only person who is in a position to make 
legal decisions for the city for the next three months is John Powers.

“It’s really up to him,” says French. “Even if it were unanimous among the council 
to set a new course in the litigation, we can’t.”

In the meantime, Cowles attorney Les Weatherhead says he doesn’t yet know what 
steps, if any, the RPS developer will take to collect the money the appeals court 
says should be fl owing to his client.
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“If the city intends to comply,” he said, “it’s pretty straightforward.”

THE END

To download the appellate court’s opinion, click here.

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook 
and Judy Laddon.
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CAMAS AND THE SIDDOWAYS (OCT 2, 2003)
RPS developer Betsy Cowles accuses Camas Magazine of being “closely tied” to 
Laurel and Doug Siddoway. Well, not exactly...

CAMAS MAGAZINE has had a professional relationship with the Siddoways and 
their law fi rm, Randall & Danskin, in two ways.

First, in early 2000, when fi nancing fell through to bring out Camas as a monthly 
print magazine, Camas retained Doug Siddoway, Laurel’s husband, to register the 
publication with the state as an independent company.

Second, in the summer of 2000, when Camas collaborated with KXLY-TV to 
bring out our “Secret Deal” series (see “Secret Deal”), Laurel Siddoway, KXLY’s 
First Amendment attorney, provided legal representation for that project. In that 
capacity, Ms. Siddoway did sit in on a conference between KXLY and Camas 
personnel and was privileged to sensitive information about the “Secret Deal” 
series.

Since that time, Camas has had no professional relationship with either the 
Siddoways or Randall & Danskin. The magazine now has legal representation from 
The Center for Justice in Spokane and the Hagens-Berman law fi rm of Seattle.

Because Laurel Siddoway represents the City of Spokane in the River Park Square 
case, and because Camas is suing the city for illegally withholding RPS documents, 
Camas is now legally adverse to Ms. Siddoway and her law fi rm.

Moreover, Camas has reported critically on several occasions about the 
Powers/Siddoway RPS legal strategy. Camas interprets that strategy as 
erroneously portraying the city as an innocent victim of the RPS developer’s 
misrepresentations. Camas has cited extensive evidence that, contrary to the 
Powers/Siddoway argument, city offi cials actively collaborated with the developer 
in what Seattle attorney O. Yale Lewis, Siddoway’s predecessor as RPS special 
counsel, alleged was a civil conspiracy to divert public money for private purposes. 
In Camas commentaries on the Powers/Siddoway strategy, the magazine expresses 
the view that the mayor and his special counsel opted for a transparent political 
contrivance that made a scapegoat of the city’s bond counsel while diverting 
attention from the elected offi cials who were complicit in the RPS fi asco. Because of 
that, Camas has denounced their tactics as “unconscionable.”
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Responding to a February 12, 2003 Camas public records request, in a strongly 
worded reply two days latter, Ms. Siddoway wrote, “I am not going to respond to 
your three questions by your deadline or otherwise. I will point out that once again 
you risk libeling me with your poor understanding of legal matters... the gist and 
tenor of your February 12 letter demonstrates what I have become convinced is 
Camas’ appetite for ignoring confl icting information if you see any opportunity to 
contend that the mayor or I must have done something wrong. (We sometimes call 
that ‘actual malice.’)... I am no longer available to comment on your stories.”

THE END

The context of Ms. Cowles’s accusation can be found in: “Breaking the News”
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BREAKING THE NEWS (OCT 2, 2003)
Betsy Cowles apparently doctored a crucial RPS story and may have lied under 
oath about it.

RIVER PARK SQUARE DEVELOPER Betsy Cowles apparently edited a story in 
her family’s newspaper in a way that misrepresented the expected cost of the RPS 
garage, a seven-year-old fax shows.

The fax, sent from the Spokesman-Review “editorial” department on October 22, 
1996, was found by Camas among records produced in discovery as part of the RPS 
securities fraud case. The document is a marked-up draft of a story scheduled for 
the front page of the next morning’s regional section.

The article reported on a lawsuit that had just been fi led by Spokane lawyer Steve 
Eugster. The proposal for the city to buy an expanded RPS garage from the Cowles 
family for nearly $30 million, Eugster claimed, was so far beyond any plausible 
market value that it would violate the state’s constitutional prohibition against 
public agencies making gifts of public funds.

The original story draft put the total cost of renovating and expanding the RPS 
garage at $8.6 million, less than a third the $30 million purchase price Cowles 
wanted.

“The cost of the renovations is estimated at $1.4 million,” the draft article reported, 
“while the addition would cost $7.2 million.”

These were the fi gures provided the city a few months earlier by Walker Parking 
Consultants. Walker’s numbers clearly supported Eugster’s allegation that the 
Cowleses wanted the public to pay far too much for their garage.

But the seven-year-old fax has extensive handwriting in the margin next to those 
numbers and a bracket drawn around the paragraph in which they appear. The 
marginalia notes the much higher cost fi gures that would actually be used -- in 
place of the Walker cost estimates -- in the next day’s newspaper. The handwriting 
appears to be that of Betsy Cowles, chairwoman of Cowles Publishing Co., and the 
fi nal version of the story quotes Cowles as saying “the construction budget” for 
expanding and renovating the garage is $20 million.

The document raises new questions about whether the Cowles family used 
their daily newspaper to mislead the public about the controversial deal, which 
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subsidized the family with tens of millions of public dollars to build their 
downtown shopping center.

The deleted fi gures not only supported Eugster’s lawsuit, they were later validated 
by an IRS report that found that the RPS garage transaction violated federal tax 
rules by transferring excessive private gains to Cowles real estate companies.

The altered story also raises profound issues about journalism ethics. The edited 
article advanced Cowles interests at a crucial juncture in the family’s efforts to 
line up massive public subsidy for their mall, a project which, two years later, 
both Time and Forbes magazines would blast as a prime example of “corporate 
welfare.”

Last month, Camas sent a copy of the fax to handwriting expert Gerald B. Richards 
of Laurel, Maryland. Richards is the former chief of the document operations 
and research unit at the FBI laboratory and is certifi ed by both the FBI and the 
American Board of Forensic Document Examiners. Camas contracted with 
Richards to compare the document to copies of known samples of Betsy Cowles’s 
handwriting.

Richards said his analysis was constrained by the limited number of comparable 
letter groupings between the samples provided and the handwriting on the fax, 
as well as the poor quality of the photocopies. Nevertheless, Richards said he 
found “a number of handwriting characteristics” between the samples and the fax 
document that he could compare. His conclusion was that “these characteristics 
indicate that she [Cowles] wrote the majority of the comparable writing” in the 
margins of the faxed news story.

“It is more likely than not,” Richards said, “that the majority of the handwriting [on 
the faxed document] is that of Betsy Cowles.”

After receiving Richards’s analysis, a Camas reporter sent Cowles a copy of the 
document and requested a short interview. By email Cowles acknowledged 
receiving the document and asked “what is your question?” She then reported that 
she was reluctant to do an interview “because you and your business are so closely 
tied to the Siddoways.”

This was a reference to Laurel and Doug Siddoway. The former is the city’s special 
counsel for River Park Square litigation, and the latter is a well-known advisor to 
Mayor John Powers.

Although Doug Siddoway served as registered agent for Camas from April 2000 
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to April 2002, he has since been replaced. Camas criticisms of the city’s RPS legal 
strategy in the hands of John Powers and Laurel Siddoway are well documented, 
as are the Siddoways’ criticisms of Camas reporting on the RPS litigation. 
Moreover, Camas is currently adverse to the City of Spokane in a pending public 
records lawsuit in which Laurel Siddoway is representing the city. (See “Camas and 
the Siddoways.”)

Cowles was asked to confi rm that the handwriting on the document was hers, and 
was asked again to agree to a short interview. Cowles responded the following 
day. She repeated her concerns about Camas’s “ties to the Siddoways,” ignored the 
request to confi rm her handwriting, and declined to do the interview.

“As you know,” she wrote, “my deposition covered this general topic. It is old 
news and I stand by what I said then.”

The magazine also requested an interview with Spokesman-Review reporter Alison 
Boggs, whose by-line appeared over the October 23, 1996 story in question. Boggs 
fi rst replied that she needed to consult with Steve Smith, the paper’s editor.

“After thinking this over,” she wrote in an email the following day, “I have decided 
to respectfully decline your interview request.”

As Cowles acknowledged, the “general” topic of her handling of Spokesman-
Review news stories came up during her deposition.

The recently discovered fax could confront Cowles with a serious question: did she 
lie under oath when attorneys representing bond purchasers asked her earlier this 
year if she had ever edited Spokesman-Review stories about her family’s mall?

Gary Ceriani, lead attorney for institutional bondholders who have accused Cowles 
companies, the city and other parties of securities fraud, asked her to talk about 
the circumstances under which she reviewed the newspaper’s articles about River 
Park Square prior to publication. Cowles explained that the practice stemmed from 
a “longstanding” policy known as the “no surprises” rule whereby the publisher 
would be given a chance to review stories involving the family and family-owned 
business prior to publication. Under that arrangement, Cowles testifi ed, she was 
“occasionally” asked to look at stories “for basic facts” or for “accuracy” of quotes 
attributed to her.

“Do you recall ever editing any of the drafts of articles relating to River Park 
Square that were submitted to you for review prior to the publication of the 
article?” Ceriani asked.
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Cowles: I did not serve as an editor, no, I did not edit articles.

Ceriani: Well, I was using edit in the generic sense, not the newspaper sense. What 
I meant by edit was change, correct, modify, alter. Did you ever do that to an article 
that was submitted to you for review before its publication?

Cowles: I recall a, I recall instances where a fact was incorrect and I would call the 
City desk and say no, the project is not an $80 million project, it is now a hundred 
million dollars project, that kind of thing.

Ceriani: Do you know whether the same courtesy was afforded to any other 
person who were quoted in those articles, i.e., a chance to review them prior to 
publication?

Cowles: No.

The evidence is clear that both Betsy Cowles and her brother Stacey, the 
newspaper’s publisher, were deeply involved in trying to maneuver the River Park 
Square garage deal through city hall at the time the October 23, 1996 story was 
published. Behind the scenes at the same time Boggs’s story was being purged of 
the unwelcome Walker cost estimates, the Spokane city council was reeling from 
the sticker shock caused by the Cowleses’s asking price.

That hidden drama is recounted in a memo Stacey Cowles wrote to his sister on the 
same day, October 23rd. In the memo Stacey Cowles relayed political intelligence 
on the council’s deliberations that had been gathered by “Karen” -- probably Karen 
Valvano, then-president of the Downtown Spokane Partnership. Mr. Cowles was 
chairman of the DSP’s board of directors.

“Laurent Poole did an incredible amount of damage,” Mr. Cowles wrote. Poole, an 
executive with the Sabey Company, had recently made a presentation to council 
members. The Sabey Company then operated the Northtown Mall and was 
complaining, among other things, that the proposed RPS garage deal was an unfair 
and unwise public subsidy to a competitor.

“Council opinion,” Mr. Cowles continued, “now is that garage at $30mm [sic] is not 
a good deal.”

Later in the memo, the publisher wrote, “They [council members] all need a life 
line to weather criticism from Sabey and Eugster’s suit: what can they stand up to 
public scrutiny? [sic]”
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In Boggs’s published story, the higher garage cost numbers are attributed to Betsy 
Cowles. At a minimum, journalism ethics should have required that both sets of 
numbers be published: the estimate from the city’s consultants (as the prospective 
buyer), and Cowles’s number (as the prospective seller).

Documents continue to surface as part of the securities fraud case that indicate 
that the original Walker numbers were the more accurate, largely because the $20 
million-plus “construction” numbers pushed by River Park Square infl ate the 
actual garage construction costs with items (utilities relocation costs, attorneys fees, 
public relations fees, sales tax, mall tenant relocation costs, etc.) that are, at best, 
arguable as legitimate expenses for a public garage.

In preparation for the RPS securities fraud trial scheduled for next spring, the 
City of Spokane recently hired a Seattle engineering fi rm to take a fi ne-tooth comb 
to the garage construction records. The fi rm returned an August 1, 2003 report 
that put total construction costs at $9.9 million. Likewise, a document turned 
over in discovery by R.W. Robideaux and Assoc. shows River Park Square was 
approached by the Washington Department of Transportation in 2001 to provide 
construction cost documentation for the work of the Robert B. Goebel Company, 
the RPS project’s general contractor. The documents submitted by Robideaux to 
the state put the Goebel work on the RPS garage at $9.6 million. (RPS documents 
indicate that the Edifi ce company, a Nordstrom contractor, was paid an additional 
$1.5 million for work on the portion of the garage beneath the Nordstrom store, 
but $350,000 of this was returned to RPS as a “credit” because the garage unit also 
serves as the foundation for the Nordstrom store.)

The controversy over the garage numbers was exacerbated when Betsy Cowles 
adamantly refused -- in the wake of the Camas/KXLY “Secret Deal” investigation 
-- to disclose her company’s actual costs for what, ultimately, was a $26 million 
garage sale plus a very lucrative land lease. But that was in mid-2000. By then the 
RPS garage deal was all over but the shouting.

In October 1996, the future of the ill-fated Cowles mall hung in the balance. That’s 
when the public need for information was the greatest. At that crucial juncture, 
the record now shows, RPS developer Betsy Cowles, not a Spokesman-Review 
reporter, decided what the public got to know.

THE END

Downloads:  The edited story fax; Memo from Stacey to Betsy Cowles
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SEATTLE TIMES LOOKS AT RPS AND COWLES FAMILY (OCT 19, 2003)

The Seattle Times this week ran two stories looking at how the River Park Square 
debacle is affecting Spokane and the Cowles family. In Sunday’s paper, staff writer 
Ron Judd provided an overview of the RPS controversy against the backdrop of 
the family’s long history in Spokane. On Monday, the newspaper’s second story 
looked at how the RPS controversy has thrust the Spokesman-Review into the 
spotlight of a national debate over media cross-ownership.

Readers can fi nd the Seattle Times articles at the following urls:

Part One (Sunday, October 19, 2003)
“Spokane downtown-revival deal gone bad fans fi nancial, political fi restorm”

http://seattletimes.nwsource.com/html/localnews/2001769612_spokane19m.html

Part Two (Monday, October 20, 2003)
“Newspaper part of the story in Spokane fi ght”

http://seattletimes.nwsource.com/html/localnews/2001770246_spokane20.html
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DOUBLE TROUBLE (OCT 25, 2003)
How a couple of fi ve-year-old memos defy what’s left of the Powers/Siddoway 
legal strategy

“WHAT DID THE PRESIDENT KNOW and when did he know it?”

That was the defi ning question of the Nixon Administration’s Watergate scandal, 
courtesy of Tennessee Senator Howard Baker. How the city of Spokane fares in 
the River Park Square federal securities fraud case may well hinge on a similar 
question: What did city council members know and how did they act on it?

This inquiry was fi rst raised by Spokane’s original RPS special counsel, O. Yale 
Lewis. After studying a slew of then-confi dential city documents, the Seattle 
attorney alleged that certain unnamed city offi cials exceeded their legal authority 
by covertly entering into a civil conspiracy with Cowles family real estate 
companies to divert public funds for private purposes.

The evidence, Lewis concluded, showed that city offi cials knew exactly what they 
were doing in providing the Cowleses with a generous helping of public funds to 
redevelop their downtown real estate.

When Mayor John Powers came to offi ce in 2001, he and his new RPS special 
counsel, Laurel Siddoway, dropped the conspiracy argument like a hot potato. 
Siddoway then built a case on arguments that city offi cials had been confused and 
misled. Knowledge would imply consent: Powers and Siddoway insist that city 
offi cials either didn’t know, or didn’t properly consent to, what later became the 
RPS morass.

But two memos, obtained through Camas’s public records lawsuit against the city, 
destroy these arguments. Found in the fi les of former city attorney Stan Schwartz, 
the documents refl ect how Schwartz advised against what he apparently saw as 
excessive largesse to the Cowleses. But Schwartz was secretly overruled by elected 
city offi cials who consented to the developer’s demands.

In a July 13, 1998 memo to his fi le, Schwartz recounts that he met with three elected 
offi cials -- council members Rob Higgins, Orville Barnes and Phyllis Holmes -- plus 
city manager Bill Pupo, deputy city manager Pete Fortin, city attorney Jim Sloane, 
and bond counsel Roy Koegen. Schwartz was bothered by a provision that would 
allow Cowles companies to “take half of the profi ts after revenue and expense 
items are paid.”
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The benefi t to the Cowleses was already extraordinary. The city was paying $26 
million for a garage its own consultant said should have cost less than half that 
amount. The city had also agreed to pay rent to the Cowleses on the land beneath 
the garage. A recent Camas investigation concluded that if the market value of the 
land had been set using applicable appraisal industry standards, it would have 
been worth, at most, $2 million. (See Hocus Pocus, Part 3.) Instead, city offi cials 
agreed to lease the land from the Cowleses for $18 million over the next 20 years. 
On top of that, the Cowleses got city offi cials to consent to loan parking meter 
money to cover garage shortfalls. That pledge was worth approximately $40 
million. Finally, Betsy Cowles wanted 50 percent of any profi ts the garage earned 
through 2018.

Schwartz’s memo notes that Barnes defended the profi t-taking payments and that 
he (Schwartz) was “instructed to ignore this provision.”

Six weeks later, on August 25, 1998, Schwartz wrote another memo to his fi le, this 
time after meeting with Fortin, Sloane and Koegen. With only three weeks left 
before the garage bonds would be sold, Schwartz registered his displeasure again 
over the staggering Cowles subsidies. “I stated it did not make sense to me” that 
additional profi ts would be paid to the RPS developer “above and beyond the 
purchase price.”

Schwartz’s clear objections were put aside.

“It was felt that this matter had already been brought before Finance [the city 
council fi nance committee] and had been negotiated by Orville [Barnes] with 
concurrence of the City Council,” Schwartz wrote.

This is a conspicuous acknowledgement to which Schwartz could be expected to 
testify at some point in the RPS securities fraud proceedings.

Mysteriously, the fi nance committee did not record any of its RPS-related 
deliberations during the entire year of 1998. (It kept no minutes on any subject 
during all of 1997.) Schwartz’s memo is a rare artifact concerning fi nance 
committee decision-making. More importantly, the memo ascribes knowledge and 
involvement of city offi cials in what turned out to be some of the most volatile 
terms of the RPS deal.

This point alone could be fatal to the Powers/Siddoway attempt to portray city 
offi cials as confused victims of the transaction rather than willful and active 
participants in it.
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In his August 25, 1998 memo-to-fi le, Schwartz noted another objection. He was 
irked that in the proposed fl ow of funds of the lease agreements, Cowles real estate 
companies would be entitled to their profi t-taking on the garage before the city 
would be repaid any loans of its precious parking revenues. This was especially 
sensitive, because these funds are earmarked to repair Spokane’s notoriously 
neglected streets.

(Betsy Cowles had assured the council it was highly unlikely that loans would be 
needed to meet operating expenses and pay ground rent to her family. Immediately 
after the renovated garage opened for business, however, it began to drown in red 
ink. The 2000 council triggered the RPS legal battle by refusing to loan the parking 
funds. Three times now the courts have ordered the city to make the loan. Because 
of the garage’s abysmal performance, most observers don’t expect the city to ever 
have its parking meter loans repaid.)

Schwartz’s fi ve-year-old objection to these terms, which elected offi cials approved, 
now makes him look prescient.

“This did not seem appropriate,” Schwartz wrote, “in that debt should be paid 
before any profi t is taken.”

By the time Schwartz wrote his August 1998 memo he seemed to think he’d made 
some headway on this issue. The memo ends with the line that the matter “will be 
taken up with Finance.”

Evidently the fi nance committee (Barnes, Greene and Higgins) disagreed with 
Schwartz’s concerns. In the end, the fl ow of funds didn’t change: the Cowleses 
would take half the garage’s profi ts before the city got repaid. In fact, Barnes and 
Greene had already signed off on this now-infamous fl ow of funds in their capacity 
as board members of the agency formed to operate the garage, the Spokane 
Parking Public Development Authority (PDA).

The city formally signed off on it, too. In conjunction with the September 15, 1998 
sale of the bonds, Fortin, Sloane and Koegen each signed letters giving the city’s 
blessing to the offi cial bond statement. There, on page 15 of the offi cial statement, 
the fl ow of funds was listed in the same exact order to which Schwartz had 
vigorously objected.

The importance of the Schwartz documents is that the arguments about what 
the council knew and intended with regard to the garage transaction have a 
strong bearing on what remains of the city’s case, both in state and federal court. 
Schwartz’s 1998 memos are in no way helpful to the story Powers and Siddoway 
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want the court to believe.

Judging from Siddoway’s public presentations to the city council, the city’s basic 
defense in the federal securities lawsuit will be that, at worst, city offi cials may 
only have been negligent in their due diligence, not guilty of fraud as bondholders 
allege. Those offi cials supposedly did not understand the fl aws in the transaction 
that made the garage worth far less than the $26 million the public paid for it. City 
offi cials were supposedly misled by, among others, RPS developer Betsy Cowles 
and Walker Parking consultants. The big bet of the Powers/Siddoway gambit is 
that under state law the outside lawyers and consultants the city says it relied upon 
can’t themselves use negligence as a defense because of their professional duties.

ENTER THE PDA AS LEGAL ADVERSARY

In early 2002, Siddoway added a cross-claim against the PDA and Cowles 
real estate companies, alleging they had engaged in a fraudulent “integrated 
transaction.” It turns out that the instruments of that fraud are the very same 
documents that gave Schwartz such heartburn.

Schwartz’s memos offer an embarrassing view from the backrooms in which the 
garage transaction was put together. They strongly suggest that the city effectively 
ran the supposedly independent PDA. However, with her so-called “fraudulent 
transfer” claim, Siddoway wants to blame the PDA for terms of the deal that, 
according to Schwartz’s memos, were actually dictated by city offi cials.

Schwartz’s July 13, 1998 memo refers to the “Parking Garage Document.” At 
the time, the only parking garage negotiations were between the PDA, the RPS 
developer, and the Spokane Downtown Foundation, a non-profi t controlled by 
the developer. The Schwartz memos make clear that city offi cials were negotiating 
these important agreements through the PDA.

As the PDA’s pro bono attorney Jim King noted at a recent PDA board meeting, the 
city is blaming the PDA for precisely the deal cut by the city. The Schwartz memos, 
which the city withheld from Camas until March 2002 under Siddoway’s claim of 
privilege, suggest that offi cials agreed to the deal over the repeated objections of 
one of the city’s senior attorneys.

Siddoway’s fraudulent transfer argument outrages King. It’s rewriting history, he 
says. Moreover, King believes that the new conditions Siddoway wants the PDA to 
agree to in accepting the court-ordered loan from the city would force the PDA to 
violate its lease commitments to RPS and garage bondholders.
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At the agency’s October 16, 2003 board meeting King blasted Siddoway for acting 
in “bad faith.” He then warned the PDA directors that Siddoway was asking them 
to renege on the fl ow of funds contract contained in the offi cial statement for the 
garage bonds.

Directors are at risk personally, he pointed out. “You act at your peril,” he warned. 
“You’re bare naked,” because the PDA has no liability insurance with which to 
defend them from the litigation that King believes is sure to follow if they take 
Siddoway’s advice. King asked the city to “indemnify and defend” PDA board 
members if they follow Siddoway’s advice. Siddoway said she thought that would 
be unlikely.

“Siddoway is using the PDA board as hand puppets,” says King.

Aside from the legal ramifi cations, the question of what the council knew and 
what actions it took has become a political issue in the current mayoral campaign. 
Former journalist Tom Grant proposes that the city reverse course in its legal 
strategy and take the accumulated evidence from discovery in the RPS securities 
fraud case to the state supreme court. Grant’s hope is that the city can persuade 
the court to conclude -- based on the new evidence -- that the extraordinary hidden 
subsidies in the garage transaction were put there with “donative intent” on the 
part of the city council. That would violate the state’s constitutional prohibition 
against making gifts of public funds to private parties like the Cowleses.

Spokane’s most popular weekly newspaper, The Inlander, devoted two recent 
columns to Grant’s position. In the September 25th issue the paper published 
a column that even Ted McGregor, Jr., the paper’s editor and publisher, now 
concedes was fl awed. Political columnist Robert Herold got his facts exactly wrong. 
He credited Siddoway with bringing to light the evidence implicating city offi cials. 
Actually, Siddoway has thwarted the release of public documents implicating 
city offi cials, and she has argued offi cials were duped, not complicit. The record, 
including numerous depositions of former city offi cials, clearly undermines her 
case. Herold went on to chide Grant for his position and encouraged him to take 
his cue from Siddoway. (In the paper’s October 9th edition, McGregor provided a 
more accurate look at Grant’s proposal, yet also erroneously speculated that editors 
at Camas had “vetted” the proposal.)

The Inlander’s misreporting had a prompt effect on the debate between Grant and 
his opponent, state Sen. Jim West. During an October 19th debate on KHQ-TV, West 
asserted that the paper had debunked Grant’s position.
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What follows is Camas senior editor Tim Connor’s response to The Inlander’s 
recent coverage and McGregor’s reply.

To download the two Schwartz memos, click here.

THE INLANDER’S ERRORS

From: “Timothy J. Connor”
Date: Wed Oct 15, 2003
To: “Ted Mc Gregor” tedm@inlander.com

Ted,

Because my little son smiled at me this morning while I was making him waffl es 
(thus putting me in a good mood for the day) I’m going to try to be nicer to you 
than you were to me in your recent piece on Tom Grant. It might have been fair to 
Grant to report his answer to whether Larry or I vetted his RPS garage position, 
but it wasn’t fair to me or to Larry. If you’re going to drag us into your copy like 
this with a question of whether we did something that is, by journalistic standards, 
unethical, then you should give us a chance to address it. It’s a phone call. 
We’ve both worked for you in the past and, as I recall, earned an SPJ [Society of 
Professional Journalists] award for your paper. It’s a decent thing to do.

Grant became a politician and a public fi gure when he declared for offi ce. It’s 
not my role to give him political advice and I don’t. You left your readers with at 
least the lingering suggestion that Larry and I may have been used, by Grant, as 
advisors in shaping his position on RPS. That’s simply not true.

There’s another issue I want to bring to your attention that has to do with Bob 
Herold’s latest column. I read Bob because, on occasion, I think he is on or near the 
mark and sometimes wonderfully so. He’s an important voice in our community 
and I’m grateful you publish him. But I don’t understand his last RPS column at 
all. In fact, I’m baffl ed by it and wonder why you ran it.

Here’s part of what he wrote:

In Grant’s worldview, the Cowles did it. In reality, yes, the Cowles did it, but so 
did the city council, city staff, the city’s bond attorney, various other lawyers, the 
fi rm hired to gauge parking demand and the fi rm hired to make sure the fi ne print 
of the deal penciled out. That’s the case that is being pursued by Laurel Siddoway, 
and Grant needs to study her defense.
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It’s ironic that Bob would hammer Tom for not understanding Laurel’s arguments 
when Bob so clearly doesn’t understand Grant’s reporting on River Park Square 
and the position that Tom advanced late in the primary campaign.

First, on the reporting. The documented fi ndings Tom and I developed for 
the Secret Deal series at Camas and KXLY were based on new documents and 
interviews showing there was active collusion between Cowles negotiators and city 
offi cials. The purpose of that collusion was to launder tax exempt bond proceeds 
through the garage into the mall. It is precisely the scheme that garage bondholders 
are alleging occurred, except they are also alleging securities fraud for the failure to 
disclose the purposes of the transaction and other material facts and events.

The central confl ict between the reporting and Laurel Siddoway’s case is that 
she has repeatedly tried to bury the evidence of what city offi cials knew at the 
time they made key decisions that advanced the Cowleses’s interest. That’s 
understandable. As Laurel has preached to Larry and me, lawyers and journalists 
should not get their roles confused. We’ve been trying to report what happened, 
and she’s been trying to locate a winning argument for her client, or at least one 
that will mitigate the potential liability.

What I mean to say is that, by Herold’s construction, he’s really got it backwards. It 
is not Laurel’s intent to highlight the role city offi cials played in this collusion and 
it is not her legal fi lings that highlight the extensive complicity of the city offi cials. 
It’s the documents and deposition testimony that have come to light in the federal 
case that brings this information more vividly into view. The evidence located in 
discovery corroborates the reporting on the conspiracy, including the joint fi ndings 
from the Camas/KXLY Secret Deal collaboration.

Secondly, on the matter of Grant’s political position, that position, as I understand 
it, was/is that the city can take the accumulated evidence of knowledge and intent 
on the part of past and present (Roberta Greene) city offi cials to go back to the 
Supreme Court and say the court needs to reconsider its opinion in the CLEAN 
case. Again, this is in light of the evidence that there was “donative intent” on the 
part of city offi cials -- something which, by law, would render the garage deal a 
violation of the state constitutional prohibitions against making gifts of public 
funds. You can get this simply by reading the court’s decision in the CLEAN case.

That’s Grant’s position as I understand it. And, again, he did not consult with me 
about it in advance, nor did I approach him with suggestions on what his position 
should be. Ain’t my job to help Tom Grant the politician.
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There’s lots of reasons to think, as you’ve reported, that Grant’s proposal won’t 
work. Clearly, it’s late in the game and the courts have indicated (I think you can 
see this in Judge Brown’s recent opinion for the appeals court) that they’ve lost 
patience with this confl ict and the city’s various arguments to avoid the draconian 
loans to the garage. But that doesn’t excuse the basic confusion in Herold’s piece. 
It’s just grossly in error for him to argue that the facts that have come to light refute 
Grant’s position.

Just the opposite is true. The evidence Herold cites to refute Grant is actually 
evidence corroborating the Camas/KXLY reporting that your paper (on the sparse 
occasions it even acknowledges the work) disparages as promulgating an unseemly 
conspiracy theory. As Herold in his own strange way confi rms, the elephant in the 
documents and the depositions is that there is robust evidence that the city really 
was complicit. In the context of the RPS controversy, knowledge on the part of the 
council members of the largesse the Cowleses wanted to move through the garage 
deal in violation of federal tax rules (and, arguably, the state constitution) is the 
signature of the conspiracy. How did Bob let that ball trickle through his legs? To 
write that in Grant’s “worldview the Cowleses did it” by themselves, is a profound 
disservice to a thorough record that shows otherwise.

I know the Inlander is loath to run corrections, but this is one correction you should 
publish. Concurrently with misstating Grant’s position, Herold mischaracterizes 
Laurel’s case. This is pretty basic stuff, Ted. Siddoway is not alleging conspiracy 
based on the evidence that’s come to light in discovery. That’s what she and 
John removed from the case back in February 2001 and John, you’ll recall, defi ed 
people to bring him evidence of a conspiracy. To me, that sounded like a political 
argument that wasn’t going to bend in the wind of the facts and, indeed, it did 
not. As we’ve reported, Laurel has parsed the evidence to try to downplay the 
knowledge and involvement of city offi cials (except Roy Koegen, of course) as part 
of her defense for the city.

Legally speaking, that’s fi ne. Everybody deserves a lawyer. But let’s not confuse 
Laurel’s arguments with what we know actually happened and what the 
evidence actually reveals, piece by piece, document by document, deposition by 
deposition. Herold suggests Laurel has somehow marshaled the evidence for the 
city’s complicity in her legal fi lings. Not true. The record shows, for example, that 
members of the city fi nance committee negotiated the terms of the PDA’s lease 
agreements. You won’t fi nd that in Laurel’s case because, of course, she’s trying 
to tell the court (in her fraudulent transfer act claim) that the PDA did the city 
wrong by signing agreements that now injure the city. Facts show these agreements 
were actually negotiated by city offi cials. I’m attaching a 1998 memo from the 
confi dential Stan Schwartz fi les that illustrates this point. The document is one 
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of those that Laurel and the city tried to withhold from us even after we fi led a 
public records lawsuit against the city. Laurel and the mayor say they champion 
full disclosure. Well, why didn’t they give us this document then? Why did it take a 
court order to force her to release it?

There’s another issue here. I think it was disingenuous for The Inlander and Herold 
not to report that Siddoway’s case was thoroughly rejected by the state court of 
appeals. Don’t you agree that the piece would have been set up better by Herold 
by fi rst addressing what had happened in the court of appeals and then explaining 
why, in the face of that ruling, Grant should endorse Siddoway’s approach?

You should think about all this. Spokane is, overall, deeply confused by RPS and 
really doesn’t understand where it begins or where it is going, not just with the 
garage but with the impending losses, in the millions of dollars, in HUD block 
grant money.

If you want to talk about this let me know. I’m disappointed in how the Inlander 
has covered RPS over the past three years but my hope, really, is that you 
ultimately care most about what’s true. What’s true is, of course, an ever-emerging 
thing when it comes to such a shadowy and complex deal like RPS. But the premise 
of democracy is that we, in the fourth estate, try our best to learn and explain what 
is knowable. I trust we have that in common. Right?

Sincerely, Tim Connor

From: “Ted Mc Gregor” tedm@inlander.com
Date: Thursday Oct 16, 2003
To: “Timothy J. Connor” tjccamas@comcast.net

I’m pretty busy this week, so maybe we can talk more about this later. But three 
things:

1. Bob’s commentary was confusing. I think he made some decent points, but his 
logic on RPS was fl awed. I knew that and published it anyway, tweaking it as best 
I could. I don’t try to micromanage his space. I also have a tight timeline and that 
week, I had no time to get him to do another one. Still, the confusion over Bob’s 
piece led me to do the story that I did, hopefully to clear up the confusion the best I 
could.

As for reporting the city’s state court setback, yes I should do that -- and I plan 
to. It’s on my list for when I do my next RPS story, but with the election and our 
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10-year anniversary right now, I simply don’t have time. And it has become clear 
that no other print publications are following it, so I can wait a bit and still be fi rst.

Finally, I should have called you on whether you were advising Grant’s campaign. 
When I fi rst saw his idea it occurred to me that perhaps it was really something 
you and Larry developed. After I understood it, I seriously doubted that was the 
case. Tom didn’t call me back until Monday night at 9 pm. I suppose he should 
have just told me you weren’t advising his campaign. If you’d like, I can correct the 
record in next week’s paper.

Cheers, TED

From: “Timothy J. Connor”
Date: Fri Oct 17, 2003 11:52:47 PM US/Pacifi c
To: “Ted Mc Gregor” tedm@inlander.com

Ted:

Thank you for responding so promptly to my lengthy note.

1) You should do what you think is right about setting the record straight 
with regard to Larry and me. Again, my view is that it was wrong to engage 
in speculation about our doing something improper without contacting us for 
comment. Had you called me I would have told you that I didn’t advise Tom on 
his strategy and that the fi rst I heard of it was when he announced it at the League 
of Women’s Voters debate. I think the fi rst Larry heard of it was later that evening 
when I called him to tell him about it. I thought Grant’s position was newsworthy 
(the S-R didn’t report it, by the way). But what was much more interesting was that 
Powers responded to Grant’s proposal by claiming (preposterously) that it was the 
“exact” idea he had proposed in an Inlander column back in 2001. (The S-R didn’t 
report that either). Anyway, please do set the record straight on this because, as it 
stands, your piece questions our integrity in a way I believe is unfair.

2) I think you either missed or evaded the central point of my criticism of Bob’s 
piece. The least of the problem with Herold’s column is that it was “confusing” or 
that “his logic on RPS was fl awed.” The problem is that he got the fundamental 
facts behind this historically important legal dispute dead wrong and (because you 
were busy, distracted or whatever) you didn’t exercise your discretion as an editor 
to either prevent the error or correct it.

Herold wrote that Grant was wrong in a conclusion that Grant has never proposed. 
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And then he wrote that Grant should, instead, study “the case that is being 
pursued by Laurel Siddoway” in the city’s defense because it brings to light 
what city offi cials knew about the scheme to deliver the gross overpayments to 
the Cowles family. Herold then spent the rest of the column (after falsely placing 
Grant in league with “those who think the city had the wool pulled over its eyes”) 
offering evidence of the city’s knowledge and complicity.

I don’t think I’m the only reader who sees that Bob put the Inlander’s ax to the 
wrong neck. And, because he did so, I think he’s created a gaping credibility 
problem for your newspaper. As you must know, it is actually Laurel’s argument 
that city offi cials had the wool pulled over their eyes and really didn’t know what 
they were doing. If Herold had actually taken it upon himself to study Siddoway’s 
case, there’s no way he could have missed that. This is very basic stuff. Siddoway 
is trying to defend her client (including Greene, Holmes, Barnes, etc.) against the 
charge that city offi cials participated, knowingly, in a fraudulent scheme. Common 
sense tells you she’s NOT going to highlight evidence and testimony that imparts 
knowledge and consent with regard to the scheme.

On this point, you might also look at the case fi le in Connor v. Spokane and see 
for yourself the extent to which Siddoway has tried to prevent the release of the 
written evidence (i.e. in Stan Schwartz’s notes and memos, like the one I sent you 
with my earlier email) that vividly chronicles what council members knew and 
what ostensibly public bodies (i.e., the city fi nance committee, the city council in 
executive session) were doing out of public view.

I know you have a closer relationship with the Siddoways than I have, but don’t 
you fi nd it a little disconcerting that Laurel has tried to withhold documents like 
this from reporters like me while telling the court that the city’s attorney (that 
would be her) can be trusted to tell the public what the documents have to say? 
Remember, Ted, the city didn’t just withhold those documents from me. They 
withheld them from Tom Grant (at KXLY) as well. I think KXLY should be doing 
exactly what Camas is doing: suing the city for violating the state’s public records 
law. Instead, KXLY sat on its hands while its First Amendment attorney (Siddoway) 
took on a new client (the city) and organized the city’s defense against the Camas 
lawsuit. In doing so, Siddoway has fought to bottle up evidence that unequivocally 
undermines her securities fraud defense. Where’s the Inlander column on that?

Years ago, Janet Gilpatrick told me she was able to turn Tom Foley around on 
Hanford by confronting him with the choice that he was either going to be part of 
the problem or part of the solution. It’s an apt description of the choice journalists 
in Spokane face with the River Park Square story. Part of the reason for this is 
the deep confl icts of interest that you spotted and called to public attention years 
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before Larry and I began our RPS investigations at Camas.

The other problem, of course, is the sheer complexity of the project’s fi nancing 
scheme and the machinations behind it. Of late, the avalanche of legal issues has 
only added to the confusion. The responsibility of journalists is to sort it out, as best 
we can, so the public can understand it. When we get the facts wrong, as Herold so 
clearly did in his piece, it’s counterproductive because it deepens public confusion. 
And that’s why I still think you have a ways to go to set the record straight. In 
that regard, I’d be glad to summarize what we’ve reported and the evidence that 
our reporting is based upon. I’m a busy guy too but it’s an open offer. My phone 
number is 838-4580.

Congratulations on your 10th anniversary. That’s quite a feat.

Regards, Tim Connor

THE END

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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COURT SIDES WITH CAMAS ON DISPUTED RPS DOCUMENTS 
(NOV 17, 2003)
Judge says records not exempt under federal disclosure law

A FEDERAL JUDGE HAS RULED that the Department of Housing and Urban 
Development (HUD) erred when it withheld records Camas Magazine sought 
in its ongoing investigation of the controversial River Park Square project. In an 
order handed down Friday afternoon, U.S. District Court Judge Fred Van Sickle 
ordered HUD to release eight disputed documents outright and to re-examine its 
decision to withhold another memo generated by a top agency offi cial. HUD can 
either release the memo, Van Sickle ordered, or submit it to the court for in camera 
review.

In his ruling, Van Sickle rejected HUD’s argument that information the agency 
received from Spokane could be withheld because Spokane offi cials were serving 
as “consultants” to HUD. Instead, he agreed with Camas attorney David Blair-
Loy of Spokane’s Center for Justice that because the city “was seeking to advance 
its own interests” in applying for a $22.65 million loan for River Park Square, the 
information it provided the agency is fair game for disclosure under the federal 
Freedom of Information Act (FOIA).

“This ruling sends a strong message to the government that interference with the 
public’s right to know cannot be tolerated,” said Blair-Loy. “The court correctly 
dismissed HUD’s unsupportable claim the city was a ‘consultant.’ We intend to 
pursue this case to its fullest extent until the government produces every document 
subject to public disclosure.”

Van Sickle’s ruling is the latest development in a prolonged dispute that dates 
back to a February 2002 FOIA request of HUD that Camas fi led. While HUD did 
eventually release hundreds of documents, it also informed Camas last spring that 
it was withholding “approximately 1,000 pages” of RPS-related records.

The magazine fi led suit in May 2003, contesting what it believes is the agency’s 
overbroad assertion of a FOIA “deliberative process” exemption designed to 
protect internal agency memos and notes. Camas believes much of the material 
HUD is withholding contains factual information from city offi cials or Cowles 
family agents that is subject to disclosure. Since the lawsuit was fi led, HUD has 
turned over 40 additional documents but continues to withhold approximately 100 
others.
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In response to the Camas lawsuit, HUD was required to identify each of the 
documents it continues to withhold, generally describe their contents, and cite the 
reasons for not turning them over to Camas. Camas asserts the index provided is 
inadequate for purposes of determining which of the withheld documents it may 
request Van Sickle to review.

“In order to facilitate resolution of this issue,” Van Sickle ordered, Camas “must 
indicate to HUD which documents have been described inadequately” and why 
the magazine objects to HUD’s descriptions.

Camas’s FOIA lawsuit against HUD is not connected to its ongoing litigation 
against the City of Spokane in state court in which the magazine is alleging 
widespread violations of Washington’s public records act.

THE END
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MISSING MAN (DEC 11, 2003)
Chris Anderson, lone critic on the city council that negotiated RPS, mysteriously 
disappeared in 1996. Why?

FORMER SPOKANE CITY COUNCILMAN Chris Anderson was “convinced” that 
fraud was behind the redevelopment of River Park Square, according to a man who 
was one of the controversial offi cial’s closest friends when he lived in Spokane.

Ken Withey, who ran unsuccessfully for the city council in 1995 with Anderson’s 
help, says Anderson kept “boxes and boxes” of RPS records.

“He was convinced that as a city councilman who had been involved in the [RPS] 
process he would be subpoenaed” about the Cowles project, said Withey. “Oh, he 
was expecting it.”

Because Anderson was so critical of RPS, and because the University of Southern 
California-educated CPA was such a careful record-keeper, Withey says he expects 
Anderson still has his RPS fi les. “Everything that man ever had I’m sure he still 
does. Or he scanned it and put it on a CD-ROM. That’s just the way Chris was.”

Withey says Anderson “promised me he was going to write a book... about running 
for public offi ce, and how much his perception had changed about how little 
voting really does change anything. He had a pretty defeated attitude when he left 
here, but he had promised me he was going to write a book, and I know he had the 
documentation and the paperwork to do it. And the talent.”

But so far, none of Anderson’s River Park Square records or notes (assuming he 
kept any) have turned up. Anderson is not among the 100 witnesses deposed by 
bondholders in their federal securities fraud lawsuit against the RPS developer, the 
city and others. Nor have Anderson fi les been produced as part of the extensive 
discovery process in the fraud litigation. Nor have any of Anderson’s documents 
been provided to Camas magazine in response to public records requests and the 
magazine’s public records lawsuit against the city.

Because Anderson served during one the most sensitive phases of the RPS project, 
his testimony and public records are conspicuous by their absence. Anderson’s 
aborted tenure on the council between 1994 and 1996 may have placed him in the 
middle of discussions about matters at the heart of the RPS securities fraud case. 
That action was brought by purchasers of the RPS garage bonds, who allege that 
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important facts about the investment were kept from them.

As a member of the city council’s fi nance committee during the time the RPS 
deal was being crafted behind closed doors, Anderson may have obtained 
fi rsthand knowledge of the council’s discussions of the sensitive Nordstrom lease, 
the appraisal used to sell $31.5 million of garage bonds, and the refusal of the 
Cowles family to provide collateral for their $22.65 million Housing and Urban 
Development (HUD) loan.

Anderson was the lone council critic of RPS during his tenure. The $31.5 million 
question: if subpoenaed for the securities fraud trial, would Anderson talk?

One thing is clear: once upon a time, RPS developer Betsy Cowles wanted to talk to 
Anderson.

FALSE ASSUMPTION

In a March 9, 1995 memo to her project manager Bob Robideaux, using aggressive, 
even militaristic terms, Cowles laid out what she called a “divide and conquer” 
strategy for getting what she wanted from the Spokane city council. What she 
wanted was a lot of public money, but she didn’t want the public to know about it.

Cowles’s memo reveals her strategy for enlisting elected offi cials in her RPS plans. 
She said she wanted to put council members “on our hit list.” She warned against 
allowing “too much information to leak too quickly.” Cowles worried about 
“having public support swing the wrong way, meaning we don’t get the public 
money we need to keep Nordstrom.”

Because bondholders weren’t told that Nordstrom’s participation in RPS was 
secured with a massive “tenant allowance” subsidy, they may argue that Cowles’s 
1995 memo was nothing less than a game plan for fooling the public. Lead 
bondholder attorney Gary Ceriani signaled as much in his fi rst appearance before 
U.S. District court Judge Edward Shea in the summer of 2001. Holding up the RPS 
garage bonds’ offi cial statement, Ceriani called the judge’s attention to the number 
of times Nordstrom’s name was cited. That told his clients that the nation’s most 
sophisticated retailer was investing in RPS with its own money, said Ceriani. 
Federal securities law required that his clients be told that Nordstrom’s presence 
at RPS was actually being publicly subsidized, he said. That information, Ceriani 
stressed, was hidden from his clients.

“I don’t think we can ask the city to swallow the difference between the income 
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and loan payments, especially if there is no letter of credit,” Cowles confi ded to 
Robideaux in her 1995 memo.

The missing letter of credit refers to her family’s refusal to pledge collateral for 
the public money the family wanted to use to subsidize Nordstrom. Cowles’s 
1995 memo shows she wanted the explosive details of this Nordstrom subsidy 
hushed up. Three years later, when former city councilman Orville Barnes, former 
assistant city attorney Stan Schwartz, and community development director Mike 
Adolfae fl atly misrepresented the critical Cowles collateral during key city council 
meetings, Betsy Cowles remained silent. (See “Inside Job.”)

Cowles’s memo language shows she clearly realized she was engaged in 
subterfuge and that she knew how delicate discussions of it would be with the 
city council -- particularly Anderson. She wanted Robideaux to help her with the 
sensitive talks with council members. “You take half and I take half (we can draw 
straws as to who gets to talk to Chris A.!)”

Did those talks take place? When e-mailed that question Cowles wrote back:

“I don’t recall any specifi cs about the meeting or meetings. At one time or another 
since the project’s inception, we met with all council members. We also have 
responded and continue to respond to any council member’s questions or requests 
for information.”

Last week, a Camas reporter went to the home of Mike Matheson, one of 
Anderson’s closest Spokane friends. When the reporter asked for Matheson’s 
assistance in reaching Anderson, the burly man’s eyes grew wide. “People are after 
Chris,” he said.

Matheson had learned from Anderson that Camas was trying to contact him. He 
said he knew Anderson didn’t want to talk about RPS, because he was afraid the 
Cowles family would sue him as it did former mayor John Talbott, councilwoman 
Cherie Rodgers, and councilmen Steve Eugster and Steve Corker.

Matheson invited the Camas reporter inside. It saddens him, he said, that the 
former councilman won’t tell his story in his own words. It’s a very different story, 
says Matheson, from the one the Cowles-owned Spokesman-Review reported back 
in 1996. Matheson, who fi rst met the Andersons at church, agreed to tell what he 
knew about the family’s experience.

Many Anderson admirers Camas has spoken to say he could be arrogant, abrasive, 
lacking in political skill. But they, like Matheson, insist he was an honest man 
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unfairly hounded out of offi ce and driven from town for trying to resist the 
powerful Cowleses.

THE UNTOUCHABLE

“Chris comes to me and he says, ‘Mike, I’ve opened a can of worms, and it’s really 
bad,’ “ Matheson says of the way Anderson fi rst informed him of his RPS concerns 
in the mid-’90s. He says that while Anderson never detailed his worries, he did say 
the garage transaction was corrupt.

From the minute Anderson publicly objected to RPS, says Matheson, the 
councilman found it impossible to hold a job in Spokane. Although Anderson’s 
Spokane County personnel fi le contains commendations for his performance as 
an information technology specialist, his job was terminated. Those familiar with 
Anderson’s ordeal note his county position was recreated two months later and 
someone else was hired. Carol McVicker, Spokane County human resource analyst, 
said offi cials who had direct knowledge of Anderson’s termination are all retired 
now. But former county assessor Sadie Cooney confi rms the basic accuracy of this 
account.

Many who knew Anderson say that a grim odyssey for his family began after he 
lost his county job. In rapid succession, they say, Anderson landed one job after 
another, only to have his employers receive phone calls from infl uential members 
of the Spokane establishment telling them to fi re Anderson. Again and again, that’s 
what happened, say Matheson, Withey and others to whom Anderson confi ded. 
Eventually Anderson traveled to Sandpoint, Idaho for a job. It, too, ended with a 
phone call from Spokane, said Matheson.

After that, Anderson and his wife began delivering Spokesman-Review 
newspapers to pay their bills, according to the family’s friends. They handled the 
delivery routes under Sandy Anderson’s maiden name to mask their identities, 
said Matheson. He thinks Anderson had four separate delivery routes.

“They’d get up at two, three in the morning and go out and fold their papers and 
deliver them. He’d deliver them by the car. You know, so they could make ends 
meet.”

Chris Anderson, says Withey, “went from $150,000 a year [as a Los Angeles CPA] to 
delivering the Spokesman-Review newspaper.”
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When the Cowleses found out what the Andersons were doing, they fi red them, 
says Matheson.

Betsy Cowles and her brother, Stacey, publisher of the Spokesman-Review, were 
asked to comment on this account. Neither responded directly, but Camas did hear 
back from Shaun O’L. Higgins, the paper’s sales and marketing director. Higgins 
reported that Stacey Cowles had requested that he (Higgins) respond to the query.

In a lengthy and curiously worded reply, Higgins fi rst reported that neither 
he, Cowles, nor anyone in the paper’s circulation department has any specifi c 
recollection of Anderson as an S-R carrier. But Higgins then added that Stacey 
Cowles “vaguely” recalled an instance in which Cowles was asked if the paper 
should “REFRAIN from releasing a carrier so as not to upset a politician.” Higgins 
insisted that Cowles’s handling of the vaguely recollected instance would have 
been consistent with the paper’s standard operating procedure not to let politics 
infl uence the handling of such contracts.

“In short,” Higgins concluded, “the decision regarding the routes was made 
without regard to the issue of Mr. Anderson’s role on the council. Frankly, there 
was no other way to do it.”

During the time he served as an S-R carrier, said Matheson, Anderson was 
regularly being attacked, both during city council sessions and in the pages of the 
Spokesman-Review.

“All of a sudden people started to label him as a troublemaker when he would 
bring up objections at the council meetings,” says Matheson. “They would just 
slam him. [Former city councilman] Orville Barnes was always, ‘Ah, you’re just a 
troublemaker.’ And Orville Barnes was one of the coach drivers for the wagons of 
the Cowles family.”

The Andersons began drowning in debt. According to friends, Anderson regularly 
received phone threats at home. Sandy was being harassed in the supermarket. The 
Anderson daughters were getting picked on at Woodbridge Elementary school by 
other children, whose parents were obviously reacting to hostile news accounts of 
Chris Anderson.

One of the girls’ teachers told Sandy, “If I didn’t know your family, I wouldn’t 
want to know your family,” says Matheson, meaning she couldn’t reconcile her 
experience of them with what she read about Anderson in the Spokesman-Review.

Still, Anderson wouldn’t back down. In late March of 1996, the city council wanted 
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to formally adopt a defi nition of confi dentiality that would legitimize the phalanx 
of confi dentiality agreements behind which RPS was being developed. Anderson 
refused to go along with it. “This is nothing short of a gag order on the council,” he 
said.

For all his combativeness, though, Chris Anderson was a beaten man and he 
seemed to know it.

“He said, ‘They’ve fi nally got me in a place where they want me, and I can’t do 
anything about it, and they’re going to get me out of there,’” said Matheson.

At this time a Hollywood movie began fi lming in North Idaho. Anderson took a 
menial job on the production.

His movie job the only work available to him, Anderson started missing Monday 
night council meetings. Spokane’s media didn’t bother to dig into Anderson’s 
circumstances. It savored the outrageous scandal of his disappearance, though, as 
he continued to draw his $1,500-a-month council pay. In several newspaper stories, 
the Spokesman-Review quoted Anderson’s pro-RPS counterparts berating him 
for his absences. It didn’t help that Anderson sent a videotaped explanation to his 
colleagues that made him seem maddeningly smug.

“Dressed in a colorful sweater and seated before a fi replace, Anderson chastised the 
media and his colleagues for questioning his extended absences from City Hall,” 
the Spokesman-Review reported in a June 25, 1996 story. “’The reality is, I simply 
fail to understand what all the to-do is about,’ said Anderson, who is working as an 
equipment driver on the ‘Dante’s Peak’ movie set in Wallace, Idaho.”

“His work kept him over there a lot of times when he should have been at council 
meetings,” said Matheson. “But the thing that he had to choose from was paying 
his back mortgage and back debts that he owed or go to a council meeting. His 
heart wanted to be there to do the job, but he had to do that [pay his bills].”

With a year still remaining in his term of offi ce, Anderson fi nally resigned from the 
city council in early November 1996. He rented a moving van in December, quietly 
loaded the family’s belongings, and disappeared, following his United Artists 
driving job back to California.

Ken Withey says the last he heard of Anderson he was at work on a book about 
what happened to him in Spokane. “As a matter of fact, he even had a laptop, and 
he was doing it on movie sets for awhile. How far he got with that, or what the 
status is, I don’t know.”
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As the RPS securities fraud case approaches trial next April, the disappearance 
of Chris Anderson, one of the Cowles mall’s most resolute critics, remains as 
mysterious as ever.

THE END

To read Betsy Cowles’s March 9, 1995 memo, click here.

To see Shaun Higgins’ email of December 11, 2003, click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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AN AUDIENCE WITH THE MAYOR (DEC 23, 2003)
Camas sues PDA over a secret meeting

CAMAS MAGAZINE FILED SUIT LAST THURSDAY against the Spokane Parking 
Public Development Authority for violating the state’s Open Public Meetings Act. 
The violation alleged by the magazine took place Monday night, Dec. 15, when 
members of the PDA board met with Mayor John Powers without providing 
Camas Magazine notice required by law.

Present at the meeting, according to PDA director Don Yates, were PDA chairman 
Hal Ellis, recently resigned chairman Gary Miller, board member Jim Fish, himself, 
the mayor and attorney Laurel Siddoway. The attendees constituted a board 
quorum and, said Yates, Ellis took minutes.

“The discussion really revolved around some of the confl icts and issues that the 
PDA has identifi ed as obstructions to its effi cient operations, executive operation,” 
said Yates. He said the meeting “lasted approximately fi fty minutes.”

Yates himself resigned this week, due to the troubling uncertainties facing PDA 
board members.

“This is an important matter for us,” said Camas editor Larry Shook. “The mayor 
met privately with the board of a public agency in an apparent effort to enlist their 
support for a scheme that would clearly add a whole new dimension to the already 
voluminous River Park Square litigation. It is precisely the sort of meeting the state 
law says has to be noticed and open to the public and the press.”

Siddoway, an attorney with Randall & Danskin, serves as Powers’s special counsel 
for RPS. Her presence, says Spokane city councilwoman and former PDA board 
member Cherie Rodgers, raised two issues of professional ethics. Because the city 
and PDA are currently adverse in both federal and state legal proceedings, Rodgers 
says, Siddoway should have notifi ed the PDA’s attorney that she was meeting 
with PDA board members. According to Jim King, the PDA’s pro bono attorney, 
Siddoway did not notify him. In addition, Rodgers alleges Siddoway violated the 
city council’s confi dence by telling the PDA members meeting with the mayor what 
had just been discussed in council executive session. Rodgers is fi ling a complaint 
against Siddoway with the state bar association.

The timing of the secret PDA meeting with John Powers is suspicious, because it 
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was one of the defeated mayor’s last offi cial acts. The PDA, the central public entity 
in the River Park Square deal, appears on the verge of collapse.

Over the last four years, the PDA, which operates the RPS parking garage, has run 
up several millions of dollars in past-due expenses and taxes. The 1997 city council 
made provision for such shortfalls by agreeing to loan upwards of $2 million a year 
from the city’s parking meter fund. But since March 2000 the city has refused to 
make the promised loans. The parking meter money has been piling up in escrow 
accounts pending exhaustion of the city’s legal appeals.

In September the state court of appeals upheld the lower court decisions ordering 
that the parking meter money be loaned to the PDA. Within weeks of the appellate 
ruling, Powers and Siddoway had come up with a new plan to present to a new 
PDA board, whose members had all been recruited and appointed by the mayor. 
That plan would “offer” a loan to the PDA, but only if the PDA agrees to terms that 
would clearly cause the agency to violate existing lease provisions giving garage 
bondholders and the River Park Square developer fi rst call on garage parking 
revenues.

At the October 15, 2003 PDA board meeting King accused Siddoway of “bad faith.” 
He reminded the board that the city had lost its loan argument in court on three 
separate occasions. The latest Powers/Siddoway strategy was an attempt to use 
the PDA board for what amounts to a legal dodge that the court itself would not 
permit, suggested King.

King warned the PDA’s directors that if they altered terms of the garage loan, 
as the mayor was asking them to do, they would likely fi nd themselves facing 
new charges in the securities fraud case. And he pointed out their personal 
vulnerability.

“In the vernacular,” King told the board members, “you are bare naked,” because 
the city had neither provided them with directors insurance nor a commitment 
of legal representation if they were sued individually. King later told a Camas 
reporter that he believed Powers and Siddoway were making “hand puppets” of 
PDA board members.

King’s presentation at the October 15th meeting had an immediate and visible 
effect on the board members. They appeared stunned and frustrated by the depth 
of the dispute between the PDA’s lawyer and the lawyer for the mayor who had 
appointed each of them. PDA chairman Gary Miller said he felt “sucker punched” 
by the invitation he’d accepted last spring to serve. Board member Jim Fish seemed 
suspicious of the latest Powers/Siddoway maneuver. “It appears that someone 
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wants to do away with this board,” he said. Fish also announced he simply would 
refuse to serve on the board if doing so put him in personal fi nancial jeopardy.

BREAKTHROUGH OR BREAKDOWN?

It’s not entirely clear what Powers’s purpose was in wanting to meet with the PDA 
board on December 15th. But after weathering years of criticism on a high-profi le 
problem he once proposed to solve within a few months, it seems reasonable that 
he wanted to end his term with a last-ditch attempt to rescue a fl oundering legal 
strategy. That breakthrough could be the outright disintegration of the PDA, or a 
circumstance where, through sleight of hand, the PDA sets itself up to be ineligible 
for future city loans.

By asking the PDA to accept impossible loan terms, the mayor might succeed in 
killing the agency by forcing its immediate dissolution. On the other hand, if he 
could persuade the board to accept the conditions he and Siddoway had crafted, 
he would have a contractual escape clause that the city could use to deny future 
loans. In short, to comply with the city’s loan offer, the PDA would clearly have to 
suppress its existing contractual obligations to bondholders and the RPS developer. 
If it didn’t, it could not meet the city’s terms, thus making itself ineligible to receive 
future loans from the city. As it stands, these are loans that the PDA will inevitably 
need given the severe, long-term defi cits facing the garage.

“My concern,” said Cherie Rodgers at the October 20th city council meeting, “is 
that the PDA board is being set up by the City of Spokane to fail, and that they will 
have no recourse other than to resign or fi le for bankruptcy.”

Both Powers and Siddoway testifi ed in person at the October 20th city council 
meeting and encouraged the council to endorse their new loan conditions. King 
didn’t appear before the council that day, but RPS attorney Les Weatherhead did. 
He underscored King’s message that the mayor’s plan, if approved by the council, 
would violate the state court orders and “inject all kinds of mischief” into the RPS 
litigation. The proposed loan terms that Powers described as “reasonable” and “a 
good faith exercise of our discretion” were, Weatherhead argued, a transparent 
effort to defy the court order by “inserting conditions on the loan that the PDA 
can’t meet.”

At the November 20 PDA meeting, board member John Covert questioned whether 
the PDA should continue to exist in its present form.

“To me,” Covert said, “if it [the PDA] got dissolved, it would be rolled into a city 
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function. I think it is something we fundamentally ought to be thinking about.”

In any case, the PDA’s fragile condition and the mayor’s efforts to make it a 
hostage to draconian loan terms makes discussions between the mayor and the 
organization’s board extremely sensitive.

DIVERGING ACCOUNTS OF A MEETING

Former PDA board member Don Yates said that at the secret December 15 meeting 
the mayor “was more interested in our suggestions for the terms and conditions 
[of the loan]. We thought it was very important that they [Powers and Siddoway] 
understood the restrictions that the PPDA is really operating in in its ability to 
repay those loans.”

More important, said Yates, was that the PDA directors wanted it known that 
“there are some foundational pieces that we need and without those, then the 
alternative that we have available to us is that we dissolve the board.”

Asked what foundational pieces he was referring to, Yates said:

“Principally, we have absolutely no operational budget in order to sustain the 
board... We need an independent accountant... to track our records. We have been 
audited by the state and have failed miserably... We have no place to store this 
material [PDA records]. Today, they’re being kind of stored in somebody’s home or 
in the back of their vehicle. That’s totally unacceptable...”

Yates’s account of the December 15 gathering clearly falls under what Washington 
state law defi nes as an open public meeting, in Camas’s view. Because of the PDA’s 
pivotal role in the RPS crisis, Camas brought suit.

Special RPS counsel Siddoway denied that the meeting Yates described took place.

“We’ll use ‘meeting’ in the colloquial sense,” she said. “It turned out not to be a 
meeting in the open public meeting sense. As I recall I was contacted by e-mail on 
late Monday morning by the mayor, who forwarded to me a notice he had received 
of a PDA meeting that would be held that afternoon at four o’clock, and he asked 
me if I could attend.”

Siddoway said she advised the mayor of a city council executive session she was 
scheduled to attend that afternoon but told him she would “come over and go from 
one [meeting] to the other, depending on the timing. So it was my understanding 
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that this was a meeting that the PDA had convened at the request of the mayor, 
who had sent a letter some weeks earlier asking them to convene a meeting so that 
there could be discussions of a city loan.”

Siddoway doesn’t remember whether PDA chairman Ellis or Mayor Powers started 
the meeting. “But I do recall interrupting them very, very, very early, like within the 
fi rst 30 seconds of the meeting, because I noticed that Cherie Rodgers [who attends 
as a citizen] wasn’t there, I noticed that you weren’t there [referring to a Camas 
reporter], I noticed that a number of people that typically come to PDA meetings 
weren’t there, and the question that had arisen in my mind was whether notice had 
been given of the meeting. We had a discussion of that. It was conceded that no 
notice had been given. Apparently it was an oversight, so we discussed the fact that 
there could not be a meeting. And at that point people kind of talked about, ‘Well, 
what can we talk about, if anything? Or do we all just have to all leave?’”

In the meeting, said Siddoway, “I know that what everybody was trying to do 
collectively, because we discussed it, was steer away from PDA business.”

Siddoway estimates she remained in the mayor’s meeting for fi ve to ten minutes 
before she was summoned to the city council executive session. After the executive 
session, she returned to the mayor’s offi ce. She could not estimate how much time 
had elapsed.

“I just recall that some of the PDA board members were still there, and it may be 
that all of them were still there... It was a meeting that either was breaking up or 
had broken up,” she said.

At the offi cial December 18 PDA board meeting, Jim King informed the board 
of the Camas lawsuit. Under state law, an agency found to have violated the act 
is required to pay costs and attorneys fees for the party bringing the action. In 
addition, board members participating in meetings that violate the act can be 
personally liable for a $100 civil penalty.

King, who had not been previously informed of the mayor’s meeting, said that 
if the allegations in the Camas complaint were true, “the mayor and his lawyer 
should have known better.”

Siddoway, who was in attendance, countered by saying, “I’d just like the record 
to refl ect the fact that I think Mr. King’s assumptions about the city attorney’s and 
the mayor’s role are badly mistaken,” but chairman Ellis cut her off. He apparently 
didn’t want the matter openly discussed because of the pending Camas litigation 
and the presence of two Camas reporters.
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There followed a discussion of the PDA’s lack of operating resources.

Forty minutes into the meeting, Fish handed Ellis a piece of paper. Ellis abruptly 
halted the meeting.

“The board has just received a letter dated November 25 from Jim Fish saying 
effective December 5, 2003 he is resigning,” said Ellis. “So this board currently has 
three active members [Ellis, Covert and Yates]. There was -- certainly we’ve heard 
through the rumor mill that this was here. I simply wanted to make certain, as we 
did with Gary [Miller] when he resigned, that the board could offi cially receive this 
letter, recognize it, and say, ‘Jim, we thank you for your services.’”

King quickly seized on the Fish letter as evidence that Fish’s presence at the 
mayor’s December 15 PDA meeting might have meant that no violation of the 
Open Public Meetings Act had occurred.

King suggested that Ellis might want to re-convene the meeting, as Fish’s pre-dated 
resignation meant the meeting hadn’t originally been convened with an actual 
quorum (Yates came in late).

“Well taken procedurally,” said Ellis. “When we started the meeting the chair 
had in its possession nothing to indicate that other than a quorum existed... We 
transacted no business, to my knowledge, even if a quorum was not present 
when we convened... There is a quorum here now of members who have not yet 
resigned...”

That produced chuckles. The meeting was reconvened and the board continued 
agonizing that its lack of resources made it a hollow organization incapable of 
transacting its important business.

“It’s too loosey-goosey,” said Ellis.

The board decided to give the new mayor and city council the chance to fi sh or 
cut bait with the PDA by either funding it, and providing its directors with legal 
representation, or not. If the city chose the latter, the board members seemed to 
agree that they would either formally dissolve the PDA -- which could be legally 
diffi cult -- or simply resign. They were going to give the city one month to decide, 
presenting Mayor West with his inaugural crisis: dissolution of the PDA would 
bring a new level of chaos to RPS litigation.
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RODGERS CHARGES BREACH OF CONFIDENTIALITY

Before last Thursday’s meeting adjourned for the second time councilwoman 
Cherie Rodgers dropped a bombshell. She accused Siddoway of a serious ethical 
breach by betraying confi dences to the PDA from the city council’s executive 
session.

Rodgers explained that when she greeted Ellis in the council chambers before last 
Monday’s council session, Ellis told her that Siddoway had returned from the 
council’s executive meeting and informed the PDA members meeting with the 
mayor that the council was going to defer discussing the critical parking money 
loan that night. Rodgers said she was shocked by that revelation, because it was 
such a clear ethical breach.

“Here we are, the PDA suing the city, vice versa [the city suing the PDA], and I’ve 
got my special counsel conducting a meeting with somebody’s who’s adverse, and 
they’re not having it as a public meeting. I think that was a confl ict of interest, and I 
think that was completely unethical.”

Siddoway had left the PDA board meeting by the time Rodgers reported this event. 
“And I’m just sorry that Laurel left because I would have said this right directly in 
front of her.”

Rodgers said she was going to fi le a complaint with the state bar association over 
Siddoway’s conduct.

For his part, King seemed genuinely sobered to learn of Siddoway’s action. 
Speaking with lawyerly care, he said:

“I have concerns that such a meeting, if held, would be violative of rules that 
prevent ex parte contact by a lawyer with a party in litigation. And to the extent 
that there was a meeting and Ms. Siddoway was present, and to the extent that the 
city is represented by counsel making claims against the PDA, and to the extent 
Ms. Siddoway became a part of that meeting in an ex parte fashion, I would have 
concerns along those lines.”

The next day Rodgers shared with Camas a draft of her complaint.

“I was shocked that Ms. Siddoway had revealed executive session issues with 
members of the PDA.
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“I believe Ms. Siddoway violated Rule 4.2, communications with persons 
represented by counsel, and Rule 1.6, confi dentiality.”

The canons Rodgers refers to are the Washington State Bar Association’s “Rules of 
Professional Conduct.” They prevent attorneys from talking directly to individuals 
they are suing, instead of going through defendants’ attorneys, and they prevent 
attorneys from disclosing confi dences shared with them by their clients. Rodgers 
charges Siddoway violated both rules.

Rodgers feels the mayor is trying to “set up” the city council as a “fall guy” by 
secretly negotiating the volatile parking funds loan with the PDA.

PDA director Yates generally corroborated Rodgers’s account. Asked if Siddoway 
gave the PDA board any information from the city council executive session after 
she returned to the mayor’s meeting, Yates said: “She felt that they were planning 
on postponing discussion [of the loan] until the next period.”

Siddoway emphatically denies Rodgers’s charges.

“I’m sure that I did not say [to the PDA] that the council had decided to defer [the 
loan decision] because the council doesn’t make decisions in executive session, 
and it had not made a decision to defer. I think that what I told the mayor in the 
presence of Mr. Ellis, and that I believe [city attorney] Mr. Connelly later passed on 
to other people who were coming to that meeting as a courtesy was that it was ... 
our sense that there was a possibility that it would be deferred.”

“And it was your sense that they were going to defer the discussion based on what 
you had heard in executive session?” Camas asked Siddoway.

“That there was a possibility it would be deferred,” she answered.

For her part, Rodgers does not consider it a “courtesy” that the city’s attorney and 
special counsel had shared their “sense” of impending council action based on their 
access to privileged information. How the Washington State Bar Association and 
other interested parties respond remains to be seen.

Camas asked Siddoway if King had been notifi ed of the meeting in the mayor’s 
offi ce.

“I assume he had,” she said.

Did Siddoway ask if King had been alerted? Camas asked her.
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“No, I don’t recall that I did,” she answered.

Mayor Powers could not be reached for comment.

Two years ago, Camas wrote the PDA to complain about the agency’s attempt to 
convene an unnoticed meeting with River Park Square representatives in the offi ces 
of the board’s attorney. At the same time, the magazine reiterated its standing 
request that it be notifi ed of all PDA meetings. The PDA aborted the July 2001 
meeting when it was unable to gather a quorum, but then-PDA board chair Terry 
Novak conceded it should have been publicly noticed.

“We appreciate your concern about secret meetings,” Novak replied to Camas. 
“The whole problem of public and journalistic access is an underlying theme of this 
entire saga.”

THE END
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FRAUDVILLE, USA (JAN 6, 2004)
Spokane’s dark side is portrayed in a pretrial brief

‘TWAS TWO DAYS BEFORE CHRISTMAS, and plaintiffs in the River Park Square 
securities fraud case had a hefty package to deliver.

They fi led a 91-point list of “material facts” that offers a riveting preview of the 
story jurors will hear this spring when the case goes to trial.

Beyond outlining the formidable evidence plaintiffs’ attorneys have assembled 
to confront the named defendants, the 122-page brief offers a bleak portrait of 
Spokane as an ethically bankrupt community where public offi cials and civic 
leaders did the bidding of a devious and strong-armed developer.

Compiled from over 100 depositions and hundreds of thousands of pages of 
discovery documents, the new court fi ling connects the dots on the “fraudulent 
scheme” the RPS parking garage bondholders fi rst alleged in April 2001. Labeled a 
“Joint Omnibus Statement,” the document takes dead aim at the role and decisions 
of the “Working Group.” These were lawyers, city offi cials, and agents of developer 
Betsy Cowles who not only negotiated the deal but decided what facts and risks 
would be disclosed to prospective investors.

Because of the prominence of many of the “Working Group” members or affi liates, 
the breadth and weight of the evidence assembled by plaintiffs’ attorneys has 
implications beyond the securities fraud case. It amounts to a withering indictment 
of the moral and ethical standards of the coterie of insiders who went along with 
Betsy Cowles.

The plaintiffs’ investigation of the River Park Square transaction followed the trail 
of breadcrumbs left by Seattle attorney O. Yale Lewis, the city’s fi rst RPS special 
counsel. (Lewis was fi red in 2001 by Mayor John Powers.)

Lewis outlined a “civil conspiracy” that diverted public funds for private use. The 
plaintiffs’ attorneys followed that trail, cited Lewis’s fi ndings in the process, and 
built upon it with a mountain of additional documents and witness testimony.

Along the way to handing Betsy Cowles and Nordstrom literally tens of millions 
of dollars in public subsidies, various players felt they were being asked to do 
things that were illegal, unethical, or simply unwise, according to the bondholders’ 
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compilation of evidence. That evidence shows public offi cials and lawyers working 
both sides of the public/private partnership succeeded, at the time, in keeping 
these disputes from the public. But their recorded differences created enough of a 
paper trail for the plaintiffs’ attorneys to compile -- like Internal Revenue Service 
investigators before them -- a devastating case.

The gauntlet of key decisions reveal a project rife with irregularities and 
misrepresentations, a public/private partnership that should have been scuttled. 
Instead it went forward, as the plaintiffs allege, “using other people’s money to 
create the potential for [Cowles companies] to profi t.”

Developer and newspaper publishing heiress Betsy Cowles couldn’t do this on her 
own. To access the tens of millions in bond proceeds, she needed the assistance and 
acquiescence of many others. Notably, the lawyers who represented the various 
parties come from a virtual “Who’s Who” of some of the state’s biggest and most 
infl uential law fi rms: Witherspoon Kelley, Preston Gates & Ellis, Perkins Coie, and 
Foster Pepper.

By law, the bond offering required full disclosure of the material facts and risks of 
the garage transaction. Not surprisingly, the argument from bondholders’ lawyers 
is that if the “Working Group” had disclosed the true facts and risks of the deal, 
the bonds would never have been sold. No investor in his or her right mind would 
have purchased a piece of Spokane’s ill-fated garage.

A summary of bondholder allegations:

“INDEPENDENT FOUNDATION” WAS CREATED AS COWLES PUPPET

By October 1996 the project was in trouble. The city council had been chastened 
by a substantive critique of the garage by Laurent Poole of the Seattle-based Sabey 
Co., which at the time operated Spokane’s Northtown mall.

Spokesman-Review publisher Stacey Cowles sent his sister Betsy a memo giving 
her much better information about the troubled status of the RPS deal than his 
newspaper was giving its readers.

“Council opinion,” Cowles wrote, “now is that garage at $30mm [sic] is not a good 
deal.”

As recounted in the bondholders’ brief, Cowles informed his sister that Poole 
had “asked the questions that hit the mark” and done “an incredible amount of 



Camas Archive  —668—

damage” to the Cowleses’ plan. Bond purchasers never learned of those damning 
questions.

Within a week of Stacey Cowles’s memo, a new fi nancing plan was hatched: 
Cowles lawyers would form a nonprofi t corporation -- the Spokane Downtown 
Foundation -- that would buy the garage from Cowles real estate companies “on 
behalf of” the city.

Under federal tax rules, the bond sale needed to be an arms-length transaction. The 
Foundation should have been controlled by the city, acting in the public interest.

Nowhere in the September 1998 offering statement for the bonds is it disclosed that 
the Foundation was created by Cowles lawyers and that, as city offi cials involved 
in the negotiations clearly understood, it was acting at all times as an agent of 
Cowles real estate companies. The buyer and seller had merged into one.

And yet, as the plaintiffs’ fi ling points out, prospective bond buyers were told that 
the Foundation was an independent entity that negotiated the $26 million garage 
purchase price. Deposition testimony revealed the lie: the price was set even before 
the Foundation came into existence.

“The reality,” plaintiffs attorneys wrote, “is the negotiations were only between 
the City (which unknown to investors so desperately wanted the project to ‘save 
downtown’ that it would do whatever the Developers told it to do) and the 
Developers, who got the money.”

In the end, plaintiffs allege, the creation of SDF was intended to keep the 
transaction out of the public arena. They wrote: “Avoidance of a public vote was 
the driving factor for the extraordinarily complex strategy that facilitated the 
foundation’s sale of $31.5 million of bonds.”

CONFLICT OF INTEREST WAS HIDDEN

In discovery, the plaintiffs found out that the RPS developer hand-picked the three 
“independent directors” of the Spokane Downtown Foundation board. In early 
January 1997, the “three directors were advised by Developers that Preston [Gates 
& Ellis], and specifi cally [attorney Mike] Ormsby, would serve as the Foundation’s 
general counsel.”

Ormsby is a veteran civic and political player in Spokane, who served as the 
campaign treasurer for former mayor John Powers in 2000. Preston Gates & Ellis is 
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the large statewide fi rm that served as both general and bond counsel to the SDF.

What the bondholders, the Spokane public, and even Yale Lewis were not told was 
that Mike Ormsby and Preston Gates & Ellis had been hired by the developer in 
1996 for legal services in preparation for the expected bond sale.

This huge confl ict of interest did not come to light, even though Ormsby sent two 
letters to city attorney Jim Sloane notifying him of the confl ict and seeking waivers.

“The exact scope of Preston’s representation of the Developers is unclear,” 
plaintiffs’ brief notes, “because the Developers instructed Ormsby not to answer 
questions concerning his communications with the Developers on grounds of 
privilege.”

Still, it’s clear enough that Ormsby and Preston Gates were working for both the 
buyer and seller in the garage transaction. The offi cial statements for the garage 
bond offering, plaintiffs’ attorneys note, has a section specifi cally devoted to 
confl icts of interest. Yet, nowhere does the offering statement “disclose the various 
and serious Preston confl icts.”

DRASTIC REVENUE SHORTFALL WAS CONCEALED

The hefty $26 million purchase price for the garage rested upon optimistic revenue 
projections based on a projected number of mall visitors, their “length-of-stay,” and 
their willingness to pay $1.50 per hour. Nearly half of those revenues were to come 
from patrons of the AMC 20-screen Cineplex at River Park Square.

AMC, however, believed it had been promised by the developer that moviegoers 
could park for free, a necessity if the downtown movie house was going to 
compete with suburban theaters. At the 11th hour, when the company learned its 
moviegoers would be charged for parking, AMC threatened to pull out of the mall.

After a fl urry of meetings, a compromise was fashioned that called on the garage to 
reduce its evening parking rates.

However, this solution would take a huge chunk ($600,000 to $1.2 million a year) 
off the projections of garage revenues that had been provided prospective bond 
purchasers. Ormsby, working in concert with city bond counsel Roy Koegen, 
deputy city manager Pete Fortin, and PDA board president Terry Novak, tried to 
solve the problem by very politely suggesting Cowles “consider adjusting” her 
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$26 million sum downward to account for the fact that the revenue projections on 
which it was based were no longer relevant. Cowles refused.

According to plaintiffs’ attorneys, when this revenue crisis became apparent, 
Ormsby and the SDF should have called off the deal. At that point, bond proceeds 
were still being held in an escrow account established during garage construction. 
One condition of the release of funds was that there be no notice of default by a 
major RPS tenant.

“The AMC notice of default prevented the Developers from complying with this 
condition,” the plaintiffs’ attorneys write, “and Ormsby and the Foundation had 
the absolute right to refuse to close the purchase. However, Ormsby never advised 
his client, the Foundation, of this right.” Had the Foundation exercised its right, 
they contend, the nonprofi t could have withdrawn altogether from the transaction 
(and simply returned the money to bond purchasers) after Cowles made clear she 
wouldn’t compromise.

The bondholders’ ominous summary of the AMC episode: “Why Ormsby and the 
Foundation did not protect the bondholders is a question they shall have to answer 
at trial.”

“FEASIBILITY” STUDY WAS A RUSE

In 1996 Walker Parking Consultants of Indianapolis was hired by the city to 
perform a condition assessment and fi nancial feasibility study for the proposed 
garage expansion. As it turned out, Walker (with the city’s knowledge) had 
previously worked for the RPS developer, producing a similar report but with 
much lower revenue forecasts. The “new” Walker report for the city, however, was 
the one given to bondholders. It contained grossly bloated revenue projections that 
went hand-in-hand with a doubling of the garage price ($15 million to $30 million) 
sought by Cowles companies.

“There was nothing nefarious about any of the various parties’ dealing with one 
another,” Walker’s attorneys have insisted. “Downtown revitalization was going to 
be the result of a ‘team effort.’”

That “team effort,” plaintiffs’ attorneys now allege, also involved Walker, city 
offi cials, and the other participants in the “Working Group” collaborating in 1998 
to mislead investors about what the Walker report actually was and hiding glaring 
weaknesses in the Walker projections.
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Perhaps the most serious misstep was that the Walker report was represented to 
bond buyers as a “fi nancial feasibility analysis” when, in fact, it was not. The city 
had dropped the requirement that Walker independently test the assumptions 
“provided by the City or others” -- the others being, of course, Cowles’s 
development team.

“Here,” plaintiffs’ attorneys say, “the investors were misled into believing Walker, a 
‘recognized expert fi rm’ had prepared a ‘fi nancial feasibility analysis’ when, in fact, 
all of the Defendants knew it was not.” [Emphasis in original.]

The plaintiffs’ attorneys use deposition testimony and documents to portray an 
almost comical game of hot potato in which all the participants in the Working 
Group backed away from taking responsibility for the assumptions and accuracy of 
the Walker report.

“The assumptions were bogus,” plaintiffs argue, “and the entire Working Group, 
mere weeks before the bond issue, was scrambling to fi nd someone to ‘sign off’ 
on the numbers. Ultimately, the City, desperate to get the deal done, bit the bullet 
and convinced [then deputy city manager Pete] Fortin to sign a certifi cate that he, 
personally, did not believe in, by word-smithing the document to provide that 
‘proper City offi cials,’ but not Fortin personally, were providing the certifi cation.”

It’s understandable why Fortin wanted to avoid responsibility for the transaction. 
As he and others have testifi ed under oath, the city council had overruled his 
advice that Cowles be paid no more than $18 million for the garage. In any event, 
the plaintiffs’ attorneys recount that Fortin, in his deposition, said he didn’t 
personally believe the assumptions used by Walker were reasonable, nor did he 
know who the “proper city offi cials” were who did fi nd them reasonable. Former 
city bond counsel Roy Koegen, in his deposition, opined that “proper city offi cials” 
meant the Spokane City Council and, specifi cally, fi nance committee chairman 
Orville Barnes.

Plaintiffs contend that Fortin, Koegen, and Barnes were clearly among those willing 
to go along with a shady deal and let someone else take the responsibility. In light 
of their research, bondholder attorneys argue that the developers and Walker “were 
willing co-conspirators with the City in the fraudulent conspiracy to defraud bond 
purchasers.”
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GARAGE APPRAISALS WERE A “SHAM”

The vastly infl ated Walker revenue projections for the garage were then given to 
the city’s contract appraisers. The appraisers, in turn, were then instructed (over 
the objections of city real estate manager Dennis Beringer) to inject the Walker 
numbers into a controversial appraisal method the city had never used before.

In this part of their brief, plaintiffs use the ample documentary evidence and 
deposition testimony showing that the “investment value” appraisal method used 
for the city was actually recommended by two Cowles agents, namely RPS project 
manager Bob Robideaux and former Spokane appraiser Derek Zimmer.

In their reports to the city, appraisers Dan Barrett and Auble & Associates noted 
they were instructed to use the Walker numbers, even though both raised serious 
questions about the Walker assumptions. Barrett, in his deposition, conceded 
that when the appraisal instructions were shared with the group of appraisers 
interested in bidding on the project, “everybody recognized” that “the desired 
result” of the approach was to arrive at a higher-than-market value number.

Barrett’s report actually indicates how much higher that was. Accounting for the 
depreciation of the older part of the expanded garage, Barrett put the “market 
value” of the garage expansion at $12 million. But using the “instructed” 
investment value method with the fattened Walker income projections, his report 
put the investment value of the garage at just over $30 million. Auble put the 
investment value of the garage at $25.7 million.

“These Auble and Barrett Reports,” plaintiffs conclude, “were presented to 
investors in the Offi cial Statements as ‘two MAI appraisals commissioned by the 
City’ upon which ‘the purchase price is primarily based.’ Investors are not told the 
‘appraisals’ were carefully orchestrated shams designed, as Barrett said, to achieve 
a ‘desired result.’ Nor are investors told that Auble and Barrett themselves were 
careful to note that their evaluations were, in fact, ‘consulting exercises’ and were 
not real appraisals.”

COWLES CLEARED NEARLY $10 MILLION FROM BOND PROCEEDS

Plaintiffs’ attorneys cite a November 1996 Bob Robideaux memo that indicates “the 
$26 million purchase price would net [Cowles companies] close to $10 million in 
excess cash that was not needed for construction costs.” Yet fi nancial information 
provided to bondholders reported that “construction fi nancing” for the garage was 
“expected” to consume $20.7 million. (Camas estimates the total excess cash value 
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built into the garage transaction -- including infl ated “ground rents” -- comes to 
$25 million. See “Hocus Pocus.”)

INSIDERS THOUGHT BONDS WERE TOO RISKY FOR “MOM AND POP”

Plaintiffs point out that all parties to the transaction (including several Spokane city 
council members) knew it was a dicey proposition but were being careful not to 
spook prospective bond buyers.

“Are we really going to sell this to Mom and Pop,” reads a note taken by a lawyer 
advising Prudential Securities, the bond underwriter, at a February 1997 meeting. 
What this notation means, plaintiffs’ attorneys say, is that Prudential and its 
counsel thought the RPS garage bonds to be too risky to sell to small investors.

The same day the above note was taken, they report, Prudential’s Public Finance 
Business Review Committee had also concluded that “retail sales [of the RPS 
garage bonds] may not be appropriate.”

“Investors were not told that the underwriter, who would be expected to know as 
much about the deal as anyone in view of its ‘due diligence’ responsibilities, had 
secretly concluded that it would not sell the bonds to any of Prudential’s retail 
customers,” the plaintiffs’ statement reads. “Of course, that did not stop Prudential 
from selling the bonds to other broker-dealers and letting them sell the bonds to 
‘mom and pops’.”

“GREED” WAS THE MOTIVATOR

The obvious question is why the garage deal went forward when there were so 
many reasons known to the Working Group why it should not. Plaintiffs have an 
answer:

“The reason no one spoke up was greed. The Developers wanted the many 
millions the infl ated purchase price put in their pocket, the City was genufl ecting 
to the Developers in order to ‘save downtown’ (as long as that could be done with 
someone else’s money) and wanted to get reimbursed for $300,000 - $400,000 in 
‘administrative costs’ out of bond proceeds and all the remaining members of the 
Working Group had a substantial fi nancial stake in getting the deal done because 
they would not get paid unless the deal closed.”
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LET THE JURY DECIDE ...

To win their case against a long line of defendants that includes the city and 
Cowles real estate companies, the bondholders and the bond insurer who’ve 
signed onto the “Joint Omnibus Statement of Material Facts” don’t have to prove 
a conspiracy. They only have to persuade a jury that the lawyers who fashioned 
the transaction acted negligently or that the public offi cials and others who helped 
orchestrate it knowingly withheld material facts from prospective bond purchasers.

In their defense, the city and other defendants have fi led a variety of counter-
arguments, collectively contending that no material facts were withheld but also 
trying to cast limits and caveats on their individual duties to disclose.

Pretrial jockeying will determine which defendants must stand trial and what 
charges, if any, they’ll face. Edward Shea, the Richland-based federal judge 
assigned to the case, must sort this out as he works through a large backlog of 
summary judgment motions.

Nevertheless, a dramatic confrontation looms. If and how that confrontation will 
be reported by Spokane’s Cowles-dominated media remains to be seen. Thus far, 
The Spokesman-Review and the city’s broadcast stations have barely shown any 
interest in reporting on the factual discovery in the case and none at all on the 
pretrial legal maneuvering.

But the lack of Spokane media interest doesn’t diminish the facts that have been 
compiled over the past two-and-a-half years. It especially doesn’t change the anger 
and power of those who invested in Spokane by buying River Park Square garage 
bonds. They are beginning to converge on Judge Shea’s courtroom. And they want 
their money back.

THE END

To download the entire bondholder document, click here.

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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SIGNING FOR THE CITY (MARCH 3, 2004)
Former deputy city manager Pete Fortin signed off on the garage bonds. Or did 
he?

LAST WEEK WAS A STUNNINGLY BAD ONE for Spokane’s special counsel, 
Laurel Siddoway. With the federal securities fraud lawsuit heading for trial in 
April, Siddoway traveled to Richland to appear before Judge Edward Shea. A sheaf 
of pretrial motions were to be argued, and four of them involved key challenges to 
the city’s case against Betsy Cowles and Walker Parking Consultants. When it was 
over, the judge had disposed of three of the four, siding with Cowles and Walker 
against the city. His rulings will greatly cut into the case Siddoway had hoped to 
take before the federal jury that will gather next month.

Siddoway’s hard times in Richland began on Thursday, as she squared off against 
a young lawyer for Walker, the fi rm the city hired to do a 1996 report assessing the 
feasibility of the RPS garage transaction. Walker has been an obvious target for 
city lawyers and other critics because its income projections for the garage were 
so wildly off-mark. Considerable evidence also suggests Walker had a very cozy 
and unseemly relationship with Cowles’ RPS project manager Bob Robideaux. 
Siddoway is trying to show that Walker deceived the city and should be held 
accountable for millions of dollars in losses.

Unfortunately for the city, discovery in the RPS case has been more harmful to the 
city than it has been to Walker. The city claims it relied on Walker. Walker argues 
that it relied on the city for the key assumptions in its report and that the city 
signed off on the inputs and the output.

The bondholders who are suing the city, Walker, Robideaux and Cowles companies 
(among others) have a keen interest in this spat. Indeed, the argument between 
Walker and the city may have illuminated all the evidence bondholders need to 
win their case for fraud.

Here’s why.

On September 24, 1998, Spokane deputy city manager Pete Fortin signed a 
certifi cate on behalf of the City of Spokane as part of the legal documents for the 
$31.5 million garage bond sale. The purpose of the certifi cate was to give the city’s 
blessing to the Walker study by certifying that “the proper offi cials of the City are 
familiar” with the Walker report “and believe that the assumptions used therein are 
reasonable.”
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Under oath during his three-day deposition, Fortin struggled to answer questions 
about this signature. By the time he was through, his testimony destroyed any 
notion that the City of Spokane was the hapless victim of a slipshod consultant. 
Fortin claimed (as he’d told Camas earlier) that he had tried to hold the line on 
the garage deal at $18 million but was overruled by the city council. (The garage 
sold for $26 million.) Incredibly, Fortin also revealed that he agreed to sign off on 
the garage bond offering statement only because the language was drafted in such 
a way as to disguise the fact that he disagreed with the essence of the deal. His 
signature was ostensibly on behalf of “appropriate city offi cials” who vouched 
for the assumptions and conclusions of the Walker report. Who were those city 
offi cials? Fortin didn’t say. But he made clear throughout his deposition that the 
people who pushed the garage deal forward against his advice were the city 
council generally and, more specifi cally, the city’s fi nance committee, consisting of 
Mayor Jack Geraghty and council members Orville Barnes and Roberta Greene.

Here’s how this unfolded in Fortin’s deposition in February 2003:

Alain Baudry (attorney for bondholders): “I appreciate that you raised the concerns 
with city offi cials and that they knew what your concerns were and that they made 
their decisions notwithstanding your concerns.”

Fortin: “Right.”

Baudry: “My question is, at the time that you signed the certifi cation, did you 
continue to have those concerns?”

Fortin: “As an individual, yes.”

Baudry: “Did you feel like you had been overruled?”

Fortin: “Yes.”

Baudry: “Were you unhappy about that?”

Fortin: “Yes. Well, ah-yeah.”

Baudry: “Did you talk to anyone in the City about the fact that you thought the 
City was ignoring your advice and behaving, making decisions that you didn’t 
agree with?”

Fortin: “Yes.”
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Baudry: “Whom did you talk about that with?”

Fortin: “Mr. Sloane, Mr. Pupo, I think Mr. Schwartz.”

JIM SLOANE WAS THE CITY ATTORNEY at the time, and Stan Schwartz one of 
his top assistant attorneys. Bill Pupo was Spokane’s city manager.

In Richland last week, it clearly surprised Shea to hear Siddoway suddenly explain: 
“It’s our position that Mr. Fortin shouldn’t have given a certifi cate of that sort.”

“Oh gosh,” the judge responded.

Siddoway explained the city will take the position at trial that Roy Koegen, the 
city’s former bond counsel “should not have pressured” Fortin into signing the 
certifi cate.

On the issue of the city seeking damages against Walker for breach of contract, 
Shea seemed skeptical -- given Fortin’s certifi cate and warnings about Walker’s 
numbers from other city consultants -- that the city could persuade a jury that 
Walker should be liable for millions of dollars.

“Well, I’m certainly looking forward to the trial briefs on the issue of damages,” 
Shea said with a hint of sarcasm. “That’s going to be scintillating reading.”

After hearing from Siddoway and Walker’s lawyer, Shea dismissed the city’s 
misrepresentation claim against Walker. Spokane’s breach of contract claim against 
Walker remains.

The judge is clearly troubled by the city’s logic. The Coopers & Lybrand report the 
city commissioned months after it received the Walker study squarely criticized the 
Walker projections and warned the city about relying upon them.

“How can you say that you relied on Walker,” Shea asked Siddoway, “when 
Coopers & Lybrand was telling you, be careful here?”

As it stands, Siddoway will at least get another crack at answering that question 
before a jury. The bigger problem for the city is Fortin’s testimony showing that he 
and other city offi cials had grave doubts about the information given prospective 
bondholders and didn’t act on those doubts to either stop the project or alert 
bondholders to the risks that were clearly there.
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Because the garage dispute has been seen as a standoff between the city and 
Betsy Cowles, it was Shea’s rulings on Friday that got the most media attention. 
At issue were two stiff cross-claims Siddoway fi led against Cowles real estate 
companies in mid-2002. In essence, the claims alleged that Betsy Cowles and her 
agents misled city offi cials about the risks involved in the controversial public/
private partnership and that the city had been injured by its reliance upon those 
misrepresentations.

The judge sided with Cowles lawyers in both instances. Betsy Cowles or anybody, 
for that matter, can say anything to the city council with impunity. Even if Cowles 
had made promises she knew she wouldn’t keep, she can’t be held liable for 
what she said. It’s protected speech. And even if the council did rely on Cowles’s 
promises, her companies shouldn’t be liable for damages, because the city’s own 
consultants were warning against the deal.

On the issue of who and what the city relied upon, Shea was clearly impatient with 
Siddoway’s efforts to point the fi nger at Betsy Cowles and at Walker.

As she was rebutting Cowles attorney Eric Stahl, Siddoway showed the judge an 
overhead slide of a page from the Coopers & Lybrand report given the city council 
before it voted to approve the RPS garage transaction. Siddoway used a yellow 
highlighter to call attention to text reporting that the developer told the consultant 
that a $2 million-per-year revenue shortfall could be fi xed “from fi ve sources.”

Shea brusquely called her attention to the next paragraph, one Siddoway had 
chosen not to highlight.

“...as of yet,” the accountants cautioned, “there are no contractual agreements for 
this additional funding.”

It was a devastating moment for Siddoway’s case.

“What should I make of that?” the judge asked.

THE END

To download the Fortin certifi cation, click here.

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook 
and Judy Laddon.
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DOCUMENT OF THE WEEK (MARCH 7, 2004)
How a publishing heiress went after an uncooperative mayor

IN THE SPRING OF 2000, River Park Square mall developer Betsy Cowles was 
trying to quell a public relations crisis. The parking garage she had arranged to sell 
for a hugely infl ated price as part of the mall’s redevelopment plan was suddenly 
running deeply in the red. Now she was demanding the city keep its “pledge” to 
“loan” city parking meter money to the struggling garage, even though Cowles 
had personally testifi ed in 1997 that it was highly unlikely these funds (otherwise 
dedicated to fi x the city’s crumbling streets) would ever have to be tapped.

But a new and rebellious city council majority was balking on the loans. They were 
also pointing fi ngers at Cowles and her political allies for the staggering losses at 
the garage. Under the leadership of Mayor John Talbott, a special counsel hired by 
the new council majority would soon fi le a lawsuit alleging a conspiracy between 
Cowles companies and unnamed public offi cials to divert public funds for private 
use.

As chairman of the board of Cowles Publishing, which owns The Spokesman-
Review and KHQ-TV, Betsy Cowles was clearly in a position to infl uence her 
family’s news coverage. (See “Breaking the News”). Documents produced in 
discovery in the RPS securities fraud trial show that during the crisis unfolding 
in 2000, Cowles went even further to try to infl uence public opinion and Spokane 
politics. She enlisted a politically savvy public affairs consultant, John Giese, to try 
to make sure John Talbott was defeated in the fall 2000 election.

Giese had an impressive political resume when he chose to leave government to 
become a public affairs consultant in 1988. Currently a Seattle-based, senior vice 
president with the public relations giant Rockey Hill and Knowlton, Giese learned 
the political ropes as a special assistant to former Washington Governor John 
Spellman and chief of staff to former Washington Congressman Rod Chandler.

River Park Square is one of Rockey’s accounts, and Giese became a principal 
advisor to Betsy Cowles. The discovery documents show his work intensifi ed after 
Camas Magazine published the “Secret Deal” articles raising new questions about 
how much Cowles profi ted on the sale of the RPS garage to a nonprofi t corporation 
set up by Cowles lawyers.

“I assume you saw the good editorial in yesterday’s paper [the Spokesman-
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Review] about the garage,” he wrote to his Spokane-based colleague Jennifer 
West on June 20, 2000. “Given that editorial, the text of our last press release re the 
Camas articles and the size of the profi t, I am getting nervous with releasing the 
numbers on the garage construction. I don’t see any way to spin it without taking a 
signifi cant hit and probably putting some life back into our opponents’ efforts and 
activities.”

Giese clearly understood that River Park Square wasn’t just a business problem but 
was tied to a larger civic and political battle that his client was caught up in.

Any doubt about that was removed a week later in an email Giese received from 
Cowles herself.

“John,” she asked in a June 26th email, “are you available this Friday morning 
to talk more about the political/fall election side of all this. Stacey [S-R publisher 
Stacey Cowles, Betsy’s brother] wants to sit in on that conversation... We both have 
your overview. Can you narrow that down and work up a more specifi c proposal 
for what you think we ought to do? We also need a timeline so we know how 
quickly we need to move. I think you can assume our goal is to be sure Talbott is 
not re-elected and that we probably need to be more behind the scenes than up in 
front.”

One of the strategies that emerged with Giese’s guidance was to exploit Steve 
Eugster’s declining popularity.

“Reminding folks that the others [Talbott and council members Cherie Rodgers and 
Steve Corker] are following Eugster ties them to his negatives,” he wrote West in an 
August 27, 2000 email, “which is also my intent.”

The email to West shows that Giese was the primary drafter of newspaper ads 
Cowles was running to infl uence public opinion on the garage impasse.

Talbott lost to John Powers in the 2000 election. Mayor John Powers immediately 
dropped the conspiracy charges in the city’s lawsuit.

Giese’s help extended beyond Spokane. In April 2001 Giese reported to Cowles 
that a major article favorable toward RPS and downtown Spokane had just been 
published in the Puget Sound Business Journal.

“But we shouldn’t take too much credit for it,” he advised, “and let it appear to be 
more independent.”



Camas Archive  —681—

THE END

For purchasers and Gold subscribers: to download the June 26, 2000 Cowles-Giese 
memo, click here.

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook 
and Judy Laddon.
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REQUIEM FOR A REPORTER (MARCH 14, 2004)
If Tom Grant leaves town, Spokane will be the loser

IT WASN’T THAT LONG AGO that the William Tell overture was played in 
introducing Tom Grant, the crusading investigative reporter at KXLY-TV. The 
musical prelude was served up by KXLY radio host Mike Fitzsimmons as a way to 
have a little fun with Grant’s national reputation as an intrepid journalist. Grant 
would chuckle about the over-the-top introduction, and then he would talk about 
his latest story.

There’s a formidable collection of Tom Grant stories, and most of them were 
written and produced in Spokane. In 16 years he has won 11 national journalism 
awards, including two duPont awards, the broadcast news business’s top prize, 
and a prestigious George Polk Award, whose past recipients also include Edward 
R. Murrow, Ted Koppel, Seymour Hersh and Christiane Amanpour.

Only four months ago Grant nearly got elected mayor.

Now the city is on the verge of losing him, and therein lies a story.

Grant is a scrappy fellow from Tonasket who’s done pretty well for the son of an 
apple packer and a bookkeeper, and there’s no reason to think he won’t land on his 
feet somewhere. But the more important story is the deepening problems Spokane 
faces as it continues to lose the will and capacity to communicate, openly and 
honestly, with itself.

Grant left KXLY in early 2001, just months after collecting his second duPont 
award. It was not a happy parting. Quietly, local advertisers had rebelled against 
him [see “Jamming Tom Grant”]. They didn’t like Grant’s focus on River Park 
Square and the spotlight the brief Camas/KXLY partnership was shining on 
Cowles family infl uence in the city’s civic and political decision-making. Grant 
soon found himself working under a new news director who redirected his 
assignments away from in-depth reporting generally, and RPS reporting in 
particular.

Grant felt he had no choice but to resign. His departure from KXLY became a 
national news story, reported in, among other places, The Washington Post. He 
quickly reemerged at Spokane’s weekly alternative paper The Local Planet, which 
benefi ted immediately by having an experienced journalist at the helm of its news 
desk. Still, people who persistently challenge Spokane’s power base are ostracized. 
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Once a regular opposite The Spokesman-Review’s Jim Camden on KSPS-7’s 
“Spokane This Week,” for example, Grant was no longer invited to share his 
insights with Spokane public television viewers.

Grant stayed at TLP for two years, continued to win national awards, but then 
decided it was time to take what he openly confessed was the biggest leap of his 
professional life. He chose to run for mayor. His grassroots campaign was strong 
enough to defeat incumbent John Powers in the September 2003 primary. He lost 
the general election by a respectably slim margin to state senator Jim West. Along 
the way he surprised supporters and skeptics alike. He mounted a thoughtful and 
energetic campaign that was remarkably restrained considering his opening salvo: 
Grant proposed that Spokanites go after local power brokers with “a can of whup-
ass.”

Following his run for mayor, Grant applied for the open seat on the Spokane City 
Council created by Dennis Hession’s election to the post of council president. It’s 
a south Spokane district seat, and that’s where Grant and his wife live. Those who 
thought his respectable mayoral campaign (he received nearly as many votes as 
new council members Brad Stark and Joe Shogun combined) would earn him 
serious consideration by the new council were disappointed. He wasn’t even 
selected to be among the fi nal seven contenders.

If the city council was telling Grant he should stick to journalism, fi ne. His 
collection of national awards isn’t a fl uke. Grant has a masters degree in journalism 
from Columbia University, perhaps the most prestigious journalism school in the 
world. He should have his pick of reporting jobs, especially in a city that he knows 
and understands as well as anyone.

But Grant had clearly burned a bridge at KXLY. KREM-TV, where he won his fi rst 
duPont award, seemed a good possibility. After the November election, Grant says 
he’d heard there we openings in KREM’s news operation and contacted KREM 
general manager Bud Brown. Brown, however, tells Camas there were no such 
positions at the time and that he reported this to Grant. While Brown says, “I’ve 
always liked Tom,” a decision to consider him for any future openings, he noted, 
would rely on the news director’s assessment of whether Grant’s “skill set” fi ts the 
station’s needs.

For obvious reasons, Grant is not a candidate to work at the various Cowles media 
outlets that, collectively, employ most of the area’s journalists. Grant says he did 
pursue a position at The Spokesman-Review while he was having his troubles at 
KXLY, but was politely turned away.
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The Local Planet was sold last November and is now going in a very different 
direction under new editor Paulette Burgess. As for The Inlander-- Spokane’s best-
established alternative to Cowles publications -- Grant says he didn’t even ask 
if there was interest. He is still fuming about what he considers to be “grievous 
errors” that appeared in the paper’s reporting on him during the mayoral 
campaign. [See “Double Trouble.”]

So who in Spokane could Tom Grant work for? Well, it turned to be the city’s 
fourth-place TV news station, Fox’s KAYU-28. Without fanfare (no billboards, no 
bus boards, no snappy promos), the station took him aboard in December. Grant 
found himself in an understaffed news operation working as long and hard as 
he’s ever had to work. If he’d made a bad career decision by turning in his press 
credentials to run for mayor, the slide down the media totem pole to KAYU would 
seem like punishment enough.

Grant loves to work, though, and he says his relationship with his new employer 
cleared an important hurdle in January when KAYU aired his fi rst River Park 
Square story. Only days later Grant learned that KAYU news broadcasts would 
be outsourced to KHQ-TV, a subsidiary of Cowles Publishing Company. (Betsy 
Cowles -- the mall developer who tried to reign in Grant’s investigation of River 
Park Square when he was at KXLY -- is KHQ’s president.)

The way Spokane’s newspaper of record covered this story, it was no big deal. A 
dozen jobs would be lost. The article didn’t mention that Grant’s would be one of 
them.

A different newspaper might have cast the story as a very big deal. The editors 
would have noticed that the KAYU news outsourcing is symptomatic of a trend 
wherein hundreds of American communities rely on increasing fewer news 
sources. Although you wouldn’t know this from reading The Spokesman-Review, 
resistance to this trend is a hot issue nationally and one of the few that unites 
elected offi cials and public interest groups on both sides of the ideological divide in 
America.

Among those sounding the alarm over creeping media consolidation is Seattle 
Times publisher Frank Blethen, who addressed the issue last spring in testifying 
before a U.S. Senate subcommittee. [See “Cowles Confl ict of Interest Draws 
Censure.”] In his opening remarks, Blethen issued a dire warning about how 
the very health of American democracy was being undermined by the rapidly 
narrowing base of media ownership. He was challenged by New Hampshire Sen. 
John Sununu, Jr. to cite one example of where such consolidation had “degraded” 
the public interest.
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“Spokane, Washington,” answered Blethen without hesitation.

Blethen might want to add an exclamation point to his answer now.

On his next-to-last day at work last Thursday, we asked Grant if he felt like Chris 
Anderson, the former Spokane city councilman who, many of his past supporters 
believe, was drummed out of town for bucking the city’s establishment.

Grant thought about the question for a few moments. He replied that only recently 
had he begun to understand the forces at play in Spokane that Anderson and 
others were up against.

“Unless you have a broad context of how things work in Spokane, you wouldn’t 
see that,” he said. “I didn’t understand it when Chris Anderson was here, because I 
was relatively new. I didn’t see it. Now I see it.”

Grant doesn’t think the potential loss of his voice in Spokane is the issue.

“The tragedy,” he said, “is the people who could make a great deal of difference.” 
In particular, he cited Spokane’s John Stone and Seattle mall developer (and 
Gonzaga University trustee) David Sabey, who Grant and others believe would 
be investing tens of millions more in Spokane were they not treated with such 
suspicion by the business groups, civic leaders, and public offi cials who seem to 
always line up to help the Cowles family.

Because of Cowles domination, Grant’s view is that Spokane’s media has 
essentially merged into a single feedback loop increasingly shaped by what Cowles 
editors and reporters decide the community should know.

“The news is virtually homogenous,” Grant says. “You don’t see different views 
in different places. There is no room for anything other than mainstream points 
of view. And mainstream is dictated by one organization in town. Mainstream is 
dictated by The Spokesman-Review.”

Ironically, one of those corroborating Grant’s view is Inlander editor and publisher 
Ted McGregor, who launched the most successful alternative to the Cowles 
newspaper a decade ago. In a recent S-R feature on the Inlander’s 10th anniversary, 
McGregor explained why he doesn’t pursue controversial local stories: “You’re just 
taking yourself out of the game.”

McGregor and Grant gather their journalistic callings from different traditions. 
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Grant is an unapologetic progressive who says he takes his lead from the century-
old adage of columnist Finley Peter Dunne to “comfort the affl icted and affl ict the 
comfortable.” McGregor is a pragmatic and successful businessman who makes 
decisions based on his own reading of contemporary Spokane. He doesn’t think his 
newspaper could succeed if it rocks the boat too hard or too often.

In different ways, Grant’s unemployment and McGregor’s success both make 
Frank Blethen’s point. An important measure of the health of democracy in a 
community is the extent to which it has a diversity of active and independent 
journalists. Perhaps The Inlander would have taken itself “out of the game” by 
vigorously digging into River Park Square in 1996. But maybe if it had, the paper 
could have exposed the fl aws in the deeply misguided public/private partnership 
to the extent that the city council wouldn’t have felt safe (politically and otherwise) 
to approve it. In retrospect, that would have been an invaluable public service, 
even though it might have cost The Inlander a chunk of ad revenue.

Blethen’s warning is that when entities like Cowles Publishing Company (with its 
real estate subsidiaries and public relations experts) are allowed to stifl e debate by 
effectively controlling the community’s reporters, the health of democracy in that 
community will surely suffer.

Tom Grant understood that. He fought to provide an independent voice, and he 
did so with courage and persistence. If he has to leave Spokane to get a reporting 
job, it will be with a heavy heart. But he will not leave with regrets about his work, 
his choices, or what he learned in the process.

THE END
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TALE OF TWO DOCUMENTS (MARCH 28, 2004)
How bond buyers were misled about the cost of the “new” River Park Square 
garage

HOW MUCH DID BETSY COWLES and her real estate companies really spend on 
the new River Park Square garage?

That question has been near the heart of the RPS controversy for almost four years. 
It raises issues about whether the garage transaction was fair, legal, or even very 
smart.

Cowles companies fi nished rebuilding and expanding the garage in 1999. They 
had taken a 750-stall building constructed a quarter century ago, and, by digging 
down and going up two fl oors, added 554 parking stalls. The original structure was 
appraised by the county at less than $3 million before the expansion. Betsy Cowles 
asked the city to buy the remodeled facility from her for $29.8 million. (The city 
balked, but months later -- under cover of an “emergency” ordinance -- agreed to 
bless a transaction in which Cowles sold the garage for $26 million to a non-profi t 
corporation created by her lawyers.)

Was Betsy Cowles selling the public a garage, or was she selling a big, 
honeycombed piece of concrete whose main purpose was to inject millions in tax-
exempt fi nancing into her family’s private business venture?

Cowles and her advisors have struggled with how to respond to questions about 
how much the garage expansion actually cost.

“I am getting nervous with releasing the numbers on garage construction,” reads 
one e-mail exchange between Cowles advisors in June 2000. “I don’t see any way to 
spin it without taking a signifi cant hit...”

The offi cial “construction” number became $17.5 million, provided to bondholders 
in a key attachment to the September 1998 offi cial statement. But documents 
produced in the federal securities fraud case offer compelling evidence that this 
number is nearly double the actual costs.

DUELING NUMBERS

The Rowlett Fax
Ironically, a critical RPS discovery document that highlights the discrepancy is not 
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directly related to River Park Square. After the mall contractor, Robert B. Goebel 
Company, fi nished work at the Cowles mall, it set its sights on state transportation 
projects. In order for Goebel to “pre-qualify” for bidding such projects, the 
Washington State Department of Transportation (WDOT) wanted to evaluate the 
company’s recent work in Spokane.

To obtain this evaluation, WDOT wrote to RPS. The query was assigned to Steve 
Rowlett, the construction coordinator who worked under RPS project manager, Bob 
Robideaux.

Especially given the heated public controversy of the cost of the garage, the 
WDOT request appears to have presented Rowlett with a dilemma. Discovery 
documents show Goebel had done a good job to keep its costs in line with a July 
1998 “Confi dential” budget for the garage. That 1998 budget -- which also included 
several expensive construction costs not directly related to the garage -- was 
pegged at $12.9 million. To have given WDOT grossly padded numbers like those 
provided to bondholders would not help Goebel get pre-qualifi ed for state work. 
Rowlett’s memo to Robideaux, asking what he should do, is one of the documents 
Camas recently obtained.

“The [WDOT] letter specifi cally asks for info about the garage and RPS and value 
of specifi c work done,” Rowlett wrote to Robideaux. “I’m unsure how you want 
this handled. Should it be run past Swinton [RPS and Cowles Publishing Co. 
attorney Duane Swinton]...?”

Two weeks later Rowlett sent a several-page fax to WDOT. It reported the value 
of the work Goebel performed on the “River Park Square Parking Structure” as $9 
million (plus a demolition cost of $600,000).

VERSUS WHAT THE BONDHOLDERS WERE TOLD

The Walker Numbers
The June 29, 1998 Walker attachment to the September 1998 offi cial bond statement 
is a curious document. The consultants took clear steps to distance themselves 
from their “revised” assumptions and cost estimates. The table listing construction 
numbers is provided with the notation “per Bob Robideaux.” When these fi gures 
reappear in another table, broken down as cost-per-parking-space, Walker presents 
its original cost estimate, per parking space, of $9,750 alongside “revised” and “re-
revised” cost estimates in excess of $31,618 per space. The total construction fi gure, 
just for demolition and adding 554 new spaces to the garage, came to $17.5 million.

The Walker June 1998 update could not be found in city fi les. Camas obtained it 
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in May 2000 from former Spokane Parking Public Development Authority (PDA) 
president Terry Novak. It helped Novak understand why the PDA, the agency that 
operates the garage, was facing a looming fi nancial crisis. Revenues couldn’t come 
close to covering the crushing debt burden. Novak cited the Walker update in a 
December 14, 1999 memo to PDA board members, which included then-city council 
members Orville Barnes and Roberta Greene, both chief proponents of the deal.

“As Orville and Roberta know,” wrote Novak, “the larger goal of getting this 
project going for the ‘total benefi t of the larger community’ required some 
compromises. One was to value the parking spaces not at $10,000 each construction 
cost, but at $31,000 each....”

The difference between the “hard” construction number provided to bondholders 
and that presented in July 1998 RPS “Confi dential” budget documents is at 
least $5.1 million. If the numbers given bondholders had included the cost for 
renovation, the difference would have even been greater.

Did these dramatic cost savings arise because of unexpected effi ciencies? No. The 
fi gure given to bondholders had to have been padded with unusual expenses 
that were not itemized for their benefi t. And when Steve Rowlett responded to 
the WDOT, his number rightfully stripped away millions of dollars in expenses 
unrelated to the garage construction.

WHERE DID THE MONEY GO?

The overall garage project budget reported to bondholders was $20.7 million 
(which included $3.2 million in what the developer calls “soft costs”). RPS 
internal records indicate that total actual garage construction costs (consistent 
with Rowlett’s memo on Goebel’s share of that work) was less than $12 million. 
An expert hired by the City of Spokane in conjunction with the pending securities 
fraud litigation reviewed the construction records and estimated the total cost of 
actual garage construction at $9.9 million.

Where did the extra money go? The clearest answer in plain sight is the category 
labeled “soft costs.” It’s a multi-million dollar sinkhole in the garage budget 
that the City of Spokane was squarely warned about by Coopers & Lybrand, the 
certifi ed public accounting fi rm hired in 1997 to assist the city council with its “due 
diligence.”

The “soft costs,” wrote Coopers, “are much higher than ordinary” and “include 
items not typically considered” as part of a construction budget.
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Among the dubious soft costs Coopers cited was a listing for $328,000 to relocate 
mall tenants displaced by the renovation but billed to the publicly fi nanced 
“garage.” When Betsy Cowles fi nally released a summary of her cost numbers 
in November 2001, the mall tenant relocation sum listed in the garage “new 
construction” expenses was $896,644 -- nearly triple the number Coopers warned 
about.

Other RPS documents released in discovery indicate that, in addition to over 
$300,000 in legal expenses, more than $192,000 in public relations fees were 
designated for garage “construction allocation.”

But it wasn’t just the “soft cost” budget that swelled with questionable items. The 
July 1998 “Confi dential” budget lists hundreds of thousands of dollars in utility 
and other “relocation” costs (because of the excavation work beneath Post Street), 
$85,000 to remove and replace a skywalk connecting Nordstrom to the Spokane 
library, and a $200,000 “streetscape” allowance.

The bloated fi gures illustrate one of the hidden aspects of the transaction. Betsy 
Cowles and her development team had broad discretion to choose what costs 
would be put in the garage budget as opposed to what arguably should have been 
listed in the budget for the adjoining mall.

Even with millions of dollars in controversial hard and soft costs built into the 
construction budget, there was still lots of money left over. The RPS documents 
(including Cowles’s November 2001 summary) show that $5-$6 million remained, 
after all expenses, to spend for the mall or other private purposes of Cowles 
companies.

Camas emailed Betsy Cowles with a short list of questions, along with Rowlett’s 
memo to WDOT. She did not respond directly. Instead, a Rockey Hill & Knowlton 
public relations person replied with the message that “the specifi c document you 
referenced is one the developer is not readily familiar with.”

What does the $5 million discrepancy mean? Bondholders may try to argue that an 
accurate report on the dubious garage soft costs -- fl agged by Coopers & Lybrand 
18 months earlier -- might have alerted them to future problems with the Internal 
Revenue Service. The IRS has “preliminarily” opined that the use of the $26 million 
bond proceeds violated federal tax rules, by handing Cowles $11 million over what 
the garage was actually worth on the open market. The opinion reduces the trading 
value of the bonds and, if it stands, will render interest on the bonds taxable.

The $9 million in Rowlett’s 2001 fax to WDOT covers the above-ground portion of 
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the garage and is consistent with the “Confi dential” 1998 RPS budget that was not 
shared with bondholders.

Camas asked Rowlett about his May 14, 2001 memo to Robideaux, seeking 
guidance. Why, we asked, did he think the numbers might have to be run by 
Cowles attorney Duane Swinton?

“Because he was the developer’s attorney,” Rowlett explained. “And given the fact 
that the garage was such a controversial issue, everything went through him.”

When a Camas reporter tried, during a June 2000 press conference, to ask Cowles 
and Robideaux questions about the June 1998 Walker document and the message it 
sent to bondholders, Cowles became combative.

“You know,” she said, “if your conclusion is going to be that we misrepresented 
something in that document, or something to the bondholders, you are absolutely 
wrong. And there is no evidence of that.”

THE END

To download Rowlett’s fax, click here.

Stories are researched, written and edited by the Camas staff: Tim Connor, Larry Shook and 
Judy Laddon.
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CAMAS INVESTIGATION WINS NATIONAL PRIZE (APRIL 13, 2004)
“How The Spokesman-Review Subverted Democracy in Spokane, Washington” 
Lands Top Journalism Award

FOR THE SECOND TIME in four years Camas Magazine has won a top national 
award from the Society of Professional Journalists (SPJ) for its in-depth reporting 
on Spokane and River Park Square. Earlier today, SPJ announced Camas had 
earned the prestigious citation (known as the Sigma Delta Chi Award) for 
independent, online investigative reporting. The winning entry is a package of 
stories entitled “How The Spokesman-Review Subverted Democracy in Spokane, 
Washington.” The articles were prepared by the Camas editorial team of Tim 
Connor, Larry Shook, and Judy Laddon and published in 2003.

The articles documented the involvement of Cowles Publishing Co. executives 
(and agents working on their behalf) in the controversial, Cowles-owned River 
Park Square shopping mall. The articles also highlighted what the Cowles-owned 
Spokesman-Review newspaper wasn’t reporting about the publicly fi nanced 
project. Many of the stories relied on documents Camas obtained via Freedom 
of Information Act requests and time-consuming reviews of records turned over 
in litigation discovery associated with the RPS federal securities fraud case. The 
Camas stories submitted to the SPJ judging panel were:

* “Missing Man” (Dec. 11, 2003)
An article about Chris Anderson, the former Spokane city councilman who lost a 
series of jobs under suspicious circumstances after he questioned the wisdom of the 
proposed River Park Square public/private partnership in 1995 and 1996.

* “Breaking the News” (Oct. 2, 2003)
An article presenting evidence that strongly suggests developer Betsy Cowles 
altered a key newspaper story in order to exaggerate the expected construction 
costs for expanding and renovating the River Park Square garage. Cowles real 
estate companies later sold the garage for $26 million--a sum several experts now 
say was $11 to $16 million greater than the actual costs of the project.

* “OUT” (Sept. 10, 2003)
How an “independent” credit analysis by three Gonzaga University business 
professors was altered by a Cowles agent who had access to early drafts of the 
report.

* RPS to City: Keep Talbott in the Dark (Sept. 3, 2003)
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An article reporting on the effort of Cowles Publishing Co. and River Park Square 
attorney Duane Swinton to prevent then-Mayor John Talbott from gaining access 
to sensitive RPS documents. The mayor and city council were at odds over the RPS 
project at the time.

* “Jamming Tom Grant” (Aug. 22, 2003)
An article examining the pressure put on Spokane’s ABC-affi liate KXLY-TV to rein 
in the station’s River Park Square expose by reporter Tom Grant. Pulled from his 
award-winning story, Grant later quit in protest.

* “Betsy’s Choice” (August 10, 2003)
An article showing how Betsy Cowles steadfastly pursued the now infamous River 
Park Square garage deal despite warnings from lawyers that the transaction would 
violate federal rules for tax-exempt bond offerings.

* “April Fooled” (June 19, 2003)
Documents obtained through a Camas Freedom of Information Act request 
revealed yet another River Park Square scandal: fi ve years ago, at a crucial moment 
in the RPS controversy, U.S. Senator Patty Murray issued a false press release 
that hoodwinked the people of Spokane. The news of the false press release was 
prominently featured in a Spokesman-Review article.

* “City Releases ‘Confi dential’ Betsy Cowles Memo” (April 30, 2003)
A memo that surfaced in the RPS legal discovery showed that while it was 
arranging to borrow $23 million from the City of Spokane, the Cowles family 
zealously guarded its own assets by not pledging suffi cient collateral. This crucial 
decision, which quietly shifted much of the risk of the loan on to the backs of 
Spokane’s poorest citizens, has never been reported in Cowles news media.

* “RPS 101” (March 18, 2003)
An overview of the complicated River Park Square transaction.

* “Hocus-Pocus” (3 parts, Feb. 17-21, 2003)
A series of articles detailing how departures from professional appraisal standards, 
and misrepresentation of appraisal results, led to Cowles family real estate 
companies harvesting $25 million over fair market value (for land and structures) 
in the River Park Square garage transaction. The newspaper and Cowles-owned TV 
station KHQ ignored the explosive details contained in this reporting, including the 
strenuous objections to the appraisal method by the city’s real estate manager.

The Seattle Times was the only other news organization in the Pacifi c Northwest 
to win a Sigma Delta Chi Award this year. It won the Public Service in Online 
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Journalism category for an investigation of coaches who prey on female athletes. 
Other 2003 Sigma Delta Chi winners announced today include The Los Angeles 
Times, U.S News & World Report, and the Toledo Blade.

Camas won its fi rst Sigma Delta Chi award in 2001 for Tim Connor’s “Secret Deal” 
series. Connor shared a second Sigma Delta Chi award that year with Tom Grant 
and Adele Steiger for the KXLY-TV series entitled Public Funds/Private Profi ts that 
incorporated the “Secret Deal” fi ndings published by Camas.

END
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CAMAS LOSES APPEAL IN DOCUMENTS LAWSUIT (MAY 12, 2004)
Appeals court says city should not be penalized even though it withheld records 
for over two years

IN AN OPINION ISSUED LAST WEEK, a state appellate court said Camas 
Magazine has no legal right to penalties and attorneys fees for an important set of 
River Park Square documents. The magazine failed to follow procedures laid out in 
the state’s public records law, the court ruled.

In January 2000 Camas fi led a public records request for all documents relating 
to River Park Square decisions. The controversial public/private partnership has 
entangled tens of millions of public dollars.

After becoming frustrated by the city’s inattention to identifying and releasing 
requested River Park Square documents, Camas fi led a lawsuit in June 2001.

At issue in last week’s appellate ruling is a subset of 111 documents that the City of 
Spokane released in March 2002 in response to a court order obtained by attorneys 
for River Park Square. The mall developer sought to obtain all documents on 
which the city’s former RPS special counsel, O. Yale Lewis, “relied” in preparing a 
confi dential report in October 2000. Because the city later released the report to the 
public, Spokane superior court Judge James M. Murphy ruled that attorney-client 
privilege had been waived, and he ordered the records released.

Camas Magazine had already initiated legal actions to obtain the same documents 
that, it argued, should have been promptly produced to a Camas reporter in 
response to the January 2000 public records request.

The appellate court panel did acknowledge that the documents at issue had been 
withheld from Camas for more than two years. In refusing to award penalties or 
attorneys fees for the city’s withholding from Camas, the court’s logic rested upon 
legal technicalities.

“We agree with the trial judge that Mr. Connor [Camas reporter Tim Connor] is 
not a prevailing party for two reasons,” wrote Judge Dennis Sweeney for the three-
judge panel. “First, he failed to obtain a show cause order as required by the public 
disclosure act. And, second, most of the documents Mr. Connor demanded were 
made public as the result of related but separate litigation by others.”
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Camas attorneys contend that the state’s public disclosure law, as interpreted 
by previous court rulings, penalizes state agencies that illegally withhold public 
records, even if the agency releases the records after a requesting person has fi led 
suit.

But the appellate court agreed with Judge Murphy, who ruled in August 2002 that 
Camas wasn’t entitled to fees and penalties, because the documents were released 
before Murphy acted upon a Camas request for a court review of the documents.

“We’re puzzled and disappointed by the appeals court ruling,” said Camas senior 
editor Tim Connor. “We were the fi rst to legally request these documents and the 
only party to present the court with a detailed analysis showing why most of the 
111 documents were illegally withheld to begin with. As it stands, we’ve never had 
and may never get our day in court to show why these documents should have 
been turned over to us more than two years before they were fi nally released.”

The appellate court ruling says Camas lost any cause of action because a motion to 
obtain a “show cause” order the magazine’s lawyers fi led in July 2001 was never 
acted upon.

The appeals court suggests it was the fault of Camas that the magazine did not 
obtain a timely show cause order and that it “proceeded instead with discovery” 
under civil litigation rules. Had Camas “proceeded under the public disclosure 
act,” the court said, Camas would have scheduled a show cause hearing before 
Murphy. “If this action caused the City to disgorge the records, the court would 
have had the discretion to award [Camas] attorney fees and sanctions.”

The legal action reviewed by the appeals court involves only a portion of the 
records the magazine sought. In early 2002, the magazine and its lawyers decided 
to advance a portion of the Camas records lawsuit against the city by requesting 
the court review over 100 River Park Square documents, many of which the 
magazine suspected were being illegally withheld. By that time, however, 
councilman Steve Eugster (acting through the Spokane Research and Defense 
Fund) had fi led his own legal action asking Murphy to order the release of the 
same documents. Rather than pursue a separate action, Camas intervened in the 
Eugster case.

Murphy correctly awarded Eugster attorneys fees, the court said, because he “had 
followed the statutory show cause procedure” even though it was not his motion, 
either, that actually led to the release of the documents.

The appellate court ruling contains one blatant factual mistake. In describing 
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the circumstances that led to the release of the documents, the court said the city 
waived its attorney-client privilege with former city special counsel Yale Lewis 
because the city had sued Lewis. Yet Lewis has not been sued by the city. Instead, 
Murphy ruled that the privilege with respect to River Park Square documents 
Lewis reviewed in preparing his October 2000 report was waived when the city 
decided to publicly release the report shortly after it was delivered to the city 
council and city manager.

“We’re very disappointed in the opinion,” said attorney Nancy Pacharzina of 
the Seattle fi rm of Hagens Berman. Pacharzina argued the Camas case before the 
appeals court panel on March 23, 2004. “The appellate court has made a remarkable 
and unprecedented ruling that intervention is not available in public records act 
cases. This is in confl ict with the rulings of other appellate divisions in this state.”

David Blair-Loy of the Center for Justice, who argued the Camas position before 
Judge Murphy, agrees with Pacharzina. “The court of appeals decision sabotages 
a key part of the public disclosure act by taking a procedural device meant to help 
plaintiffs and turning it into a technical straitjacket,” he said.

Within a day of the ruling, Camas lawyers were being contacted by other 
organizations, concerned about enforcement of the state’s public records law, who 
offered to fi le supportive briefs for a possible petition for state supreme court 
review. A decision on whether to go to the supreme court will be made later this 
month.

In the meantime, discovery in the remainder of the Camas public records suit 
against the city is continuing.

THE END

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry Shook 
and Judy Laddon.
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JOE SHOGAN’S SECRET DEAL (MAY 26, 2004)
Commentary: How Camas Magazine got Betsy Cowles and city hall to agree on 
something

ONLY A FEW DAYS after Joe Shogan won election to a city council seat from 
Spokane’s northwest district last November, he got a message from Jennifer West, 
public relations spokeswoman for River Park Square. Shogan was being invited to 
meet with Cowles Publishing Co. chairwoman and RPS developer Betsy Cowles.

Without notifying the city’s lawyers, the new councilman-elect accepted. Never 
mind that the city and Cowles were locked in a fi endishly complicated impasse in 
the federal securities fraud litigation. Never mind that the city’s most patient and 
experienced negotiators were stymied.

Shogan apparently thought he could resolve River Park Square by working directly 
with Betsy Cowles. Exactly what he was thinking is unclear. Shogan has declined to 
be interviewed by Camas.

Weeks passed following the November meeting. Shogan took his oath of offi ce, 
exchanged emails with Cowles, and eventually, in mid-March, he was ready 
to convey to his fellow council members and the mayor what he thought was 
a promising new settlement offer, perhaps even a historic breakthrough in the 
Gordian knot of litigation that many believe has been strangling the city’s future.

Details of the new settlement offer were not made public. A Camas reporter learned 
of the Shogan/Cowles proposal in late March and fi led a public records request. It 
appeared to be a straightforward proposition. Since Shogan wasn’t on the offi cial 
mediation team, his communications with Cowles wouldn’t be protected by the 
court’s mediation confi dentiality order.

The state’s public records law isn’t supposed to care that Betsy Cowles is arguably 
the most infl uential public fi gure in the inland Northwest. Nor is the law 
supposed to care that she presides over a regional media empire, or that she has 
enjoyed remarkable access to Spokane’s elected offi cials over the years in seeking 
multimillion dollars public subsidies for her real estate ventures.

In short, the Camas effort to obtain the Shogan/Cowles proposal is a classic use of 
the state’s public records law, a good test of what the people of Washington meant 
when they approved an initiative 32 years ago to serve the principle that the people 
of Washington “do not give their public servants the right to decide what is good 
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for the people to know and what is not good for them to know.”

City attorney Mike Connelly and his staff don’t see it that way.

Connelly’s response to the Camas public records request was to assert that 
the documents exchanged between the councilman and the media executive/
mall developer are exempt from public disclosure. Moreover, Connelly’s offi ce 
identifi ed several related documents, including Shogan’s invitation from West and 
email exchanges with Cowles, that the city attorney claims are also exempt from 
disclosure.

On Tuesday Camas’s lawyer served the city with a second public records lawsuit 
alleging that Spokane is continuing to illegally withhold records related to the 
River Park Square controversy. Several withheld documents are at issue in the new 
complaint, including the Shogan documents.

FREELANCE MEDIATOR?

Before the new Camas lawsuit will be heard in state court, the matter of the 
Shogan/Cowles documents will receive a hearing before federal district Judge 
Edward F. Shea. The purpose for the hearing, scheduled for Thursday May 27th in 
Spokane, is to get a ruling on whether the Shogan/Cowles records can be legally 
withheld from Camas under the terms of an October 4, 2002 confi dentiality order. 
The order was issued by the mediator Shea appointed in the summer of 2002 to try 
to resolve the RPS litigation before trial. The city’s position in denying the release 
of the Shogan documents is that mediator (and now federal district judge) Lonny 
Suko intended that the confi dentiality order enshrouding the mediation be broadly 
construed. It is withholding the documents from Camas (and will continue to 
withhold them) unless Judge Shea rules that the exchange of information between 
Cowles and Shogan was outside the mediation process.

Cowles and her lawyers have taken a more aggressive view than even the city’s 
lawyers. Whereas the city at least understood it should seek Shea’s guidance on 
what documents may or may not be covered by Suko’s order, the Cowles position 
is that all of the developer’s contacts with Shogan are “squarely” covered by Suko’s 
confi dentiality order.

This argument begs the obvious question. Suko’s confi dentiality order covered 
documents prepared “for purposes of mediation.” If Betsy Cowles wanted to fl oat 
a new proposal to the city’s mediation team, she could have easily done so and 
rightly expect that her proposal would be covered by Suko’s confi dentiality order. 
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Instead, she chose to court an eager new councilman and work with him outside of 
the clearly established mediation process to present the city with a new proposal. 
Perhaps, as Cowles contends in a statement fi led with Shea last Friday, she believed 
that Shogan, once he took offi ce, “had the same authority as any other individual 
council member to take part in settlement discussions regardless of whether he was 
formally a member of the city’s ‘mediation team.’”

A more plausible explanation is that Cowles was as frustrated with the city’s 
mediators as they were with her intransigence. Perhaps the initiative with Shogan 
derived from a method similar to the “divide and conquer theory” Cowles invoked 
in a 1995 memo laying out her strategy for lobbying the city council to commit 
millions of dollars to the RPS public/private partnership in the fi rst place. (See 
Missing Man.) Perhaps what we have here is just good old-fashioned political 
lobbying.

The argument from Camas’s lawyer to Judge Shea is that the October 2002 
confi dentiality order covers only documents for “mediation” and that the 
communications with Shogan were outside the mediation process.

Ironically, Cowles Publishing Company is unquestionably one of the state’s 
800-pound gorillas when it comes to leaning on state agencies to comply 
with Washington’s public records act. No one gives a fi ner speech in favor 
of aggressively enforcing the state’s disclosure law than Duane Swinton, the 
Witherspoon, Kelley, Davenport & Toole attorney who represents Cowles 
journalists. Indeed, if anyone other than Betsy Cowles were involved in this 
dispute, you could expect Swinton to be sitting where Camas lawyers will be 
sitting Thursday, and rising to his feet to vigorously raise hell. The principle is 
pretty clear. When the public’s right to know is being stifl ed in order to protect the 
powerful, and the public offi cials the powerful are trying to infl uence, institutions 
like the Spokesman-Review usually fi ght for the public’s right to know.

But on this one, the paper’s law fi rm is taking a stand for secrecy, not public 
disclosure. Representing the family’s development arm, Witherspoon Kelley 
supports the city in not making the Shogan/Cowles documents public. Cowles 
lawyers will be arguing, once again, that when it comes to matters involving River 
Park Square and public offi cials, the public doesn’t have a right to know things that 
Betsy Cowles wants kept secret.

THE END

To download the RPS legal argument against Camas, click here.
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OMINOUS MESSAGE FROM THE IRS (JUNE 9, 2004)
Garage deal violated tax rules, the federal agency concludes. Civil or criminal 
proceedings may follow.

THE INTERNAL REVENUE SERVICE notifi ed the city earlier this year of a 
damning fi nal decision: the River Park Square garage transaction violated federal 
tax rules.

The account of the IRS position, communicated in a February 19th telephone call 
between IRS agent Derek Knight and city special counsel Laurel Siddoway, was 
forwarded to the city’s chief fi nancial offi cer, Gavin Cooley. Knight is the manager 
of IRS’s tax-exempt bond unit.

This important news was withheld from Camas for two months. It was released 
earlier today in response to Camas legal actions and a recent decision by federal 
district judge Edward Shea.

“The IRS is writing up the fi nal adverse determination,” reads the half-page memo 
of Knight’s phone call. “The bonds [issued as tax-exempt securities] are taxable in 
so many ways, we’re just making sure we cover it all.”

Ominously, the account reports that Knight also informed the city that the IRS 
is “pursuing some other paths with respect to participants in the [RPS] deal,” 
an indication that the agency may be exploring additional civil or criminal 
proceedings against participants in the 1998 sale of $31.5 million in RPS garage 
bonds.

THE CITY’S DILEMMA: ARE NEW BONDS TAX-EXEMPT?

During a May 14 interview at city hall (in which he refused to be tape-recorded), 
Cooley said he was experiencing diffi culties trying to work around the legal 
problems with the original bond sale so that new bonds could be sold. (In April 
the city council passed an emergency ordinance approving the issuance of up to 
$39 million in new bonds to settle with bondholders in the federal securities fraud 
case.)
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One of the big problems, Cooley said, is that Preston Gates & Ellis--the law fi rm 
that, according to the IRS, wrongly certifi ed the original bonds as tax-exempt--has 
thus far refused to relinquish its rights to appeal the adverse IRS determination. 
The appeal, Cooley noted with chagrin, could drag on for months or longer at a 
time when the city wants to pay off bondholders as soon as it can.

The city wants to sell the new bonds as tax-exempt securities, because it saves 
millions of dollars in interest. But the IRS won’t allow tax-exempt bonds to be used 
to refi nance bonds it deems not legitimately tax-exempt.

Cooley suggested that a possible solution would be for the city to issue its new 
bonds as a mix of taxable and tax-exempt. He indicated that the IRS might allow 
roughly $15 million of the bonds to be certifi ed as tax-exempt, on the apparent 
theory that inside the original $31.5 million “public” garage bond issue resides 
$15 million worth of legitimate public value. Knight’s message contains a vague 
reference to this possibility. As part of a negotiated resolution on the initial $31.5 
million bond issue, Knight said, the IRS is willing to consider a settlement “on 
what it deems to be the ‘bad’ portion of the bonds.”

In the meantime, the city has already paid a stiff price for Preston Gates’s 
unwillingness to settle with the IRS. As part of the settlement agreement with 
bondholders the city fi led with Judge Shea on April 9, Spokane agreed to 
indemnify bondholders against all the tax liability that could accrue. At the 
April 12th council meeting, Siddoway reported that the tax liability on the bonds 
is $1.7 million and confi rmed the city had factored that into its request of the 
council to authorize up to $39 million in new bonds to fi nance the settlement with 
bondholders. In return, the city gets the rights now held by bondholders to pursue 
legal action against Preston Gates to recover that amount.

FIGHTING FOR DOCUMENTS

Camas’s legal action to make public the message from Knight to Siddoway is just 
the latest in a series of public records battles between Camas and the city involving 
IRS communications with city offi cials. The Knight message was withheld by 
the city for over two months. In response to a March 31 public records request, 
assistant city attorney Milt Rowland notifi ed Camas on April 16 that the city 
was withholding the message because city lawyers thought it was covered by 
a confi dentiality order issued in conjunction with efforts to mediate the federal 
litigation. Consequently, the IRS message to Siddoway was among several 
documents the city agreed to take to Judge Shea for “clarifi cation” as to whether 
they came under the mediation confi dentiality order.
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At a hearing May 27, Camas’s attorney, David Blair-Loy of the Center for Justice, 
argued it was “impossible” for the IRS message to be covered by the mediation 
confi dentiality order, because the IRS was not a party to the mediation. City special 
counsel Laurel Siddoway disagreed, arguing, “there were negotiations that were 
ongoing with representatives of the IRS over aspects of the IRS situation that 
impacted the settlement and also impacted settlements with other parties.”

William Cronin, an attorney representing Preston Gates, agreed with Siddoway.

Shea, however, sided with Camas.

“Counsel, I’m having some trouble,” Shea said after Cronin weighed in to support 
Siddoway. “I don’t mean to be disrespectful of the sensitivity of that [mediation] 
process, but I just don’t see how anything from a federal government agency that 
you approach can be anything but public.”

THE END

To download the account of the Feb. 19, 2004 phone call, click here.
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‘THE CASINO WAS RIGGED’ (JUNE 29, 2004)
Scathing IRS report blames the city and Cowles companies for RPS garage bond 
sale duplicity.

USING SURPRISINGLY HARSH LANGUAGE to characterize the depth of 
wrongdoing they found, IRS investigators have produced a fi nal report based on 
their examination of the River Park Square parking garage transaction. Camas 
obtained the report, dated June 22, 2004, earlier today.

The purpose of the investigation, conducted by the IRS Tax Exempt Bond Unit, 
was to determine whether $31.5 million in 1998 River Park Square parking garage 
bonds were issued in accordance with federal tax rules. Given earlier indications 
(see “Ominous Message from the IRS”) there was little question that IRS would 
fi nd the bonds were not in compliance. But in the 30 pages of the fi nal “proposed 
determination” report, the IRS goes much further, bluntly concluding that the 
underlying purpose of the transaction was to “unjustly” enrich Cowles real estate 
companies, saying that “from the start” the transaction was intended to deliver 
private benefi ts to Cowles companies “to the detriment of the public.”

The report is replete with strong language that criticizes (and in places, mocks) 
the motivations, performance and competence of the lawyers and public offi cials 
involved in the garage transaction. It accuses them of not only going along with 
a bad deal, but of working together to hide its fl aws from bondholders and the 
public. Among its strongest fi ndings, the IRS concurs with Camas Magazine’s 
earliest conclusions that public offi cials working with Betsy Cowles and her 
agents deliberately manipulated appraisals of the new garage as a cover for the 
laundering of well over $10 million in unlawful profi ts to Cowles real estate 
companies.

“The appraisals in reality were nothing more than a notch in [the] post of public 
deception,” the IRS found.

“The Project was dependent from the start on the garage valuation. In this case, 
the garage was clearly overvalued. The overvaluation was the result of the method 
dictated by the City and the assumptions used as provided by the [RPS] Developer 
(as shown throughout this report.) In addition, the City, the Developer and bond 
Counsel all ignored the obvious overstatements as detailed in all the reports on 
the project provided. All parties involved appeared to be struck by ostrich fever, a 
collective burying of heads in the sand. This is clearly what the developer needed.”



Camas Archive  —705—

When concerns of city staff caused the purchase price of the garage to be whittled 
down from near $30 million to $26 million, the result was that Cowles agents 
demanded, and received, compensation by adding to the already infl ated “ground 
rent” to be paid to Cowles companies.

“The fact of this matter is the casino was rigged,” the IRS observed. “Any 
adjustment in the purchase price resulted in an adjustment of the ground lease. If 
the price went down, the lease went up.”

The report, whose footnotes frequently cite the deposition testimony of Betsy 
Cowles and her lead lawyer, Duane Swinton, is as hard on city offi cials as it is on 
Cowles and her companies.

Referring to the nonprofi t Spokane Downtown Foundation, which Cowles set up 
to sell the RPS garage bonds, the report makes a pointed observation: “It is clear 
from the facts of this case, the developer had, and continues to have a particular 
relationship with the City of Spokane and the Issuer/Foundation such that it was 
in a position to control or infl uence its activities.”

Like earlier drafts of IRS fi ndings, the new report contains a few mistakes 
and assorted typographical errors. On the whole, however, it appears to add 
considerable weight to the detailed allegations framed by bondholder attorneys in 
the pending RPS federal securities fraud action, scheduled for trial early next year. 
In the federal fraud case, bondholders have accused the city, Cowles companies, 
and others of involvement in a fraudulent scheme that resulted in the withholding 
of “material” information from investors.

The new report also provides fresh substance to earlier indications that the IRS 
is actively considering additional criminal or civil action against participants in 
the garage transaction. In particular, the report digs deeply into the events of the 
summer of 1999, when a hidden revenue crisis unfolded. This was when AMC 
Theatres, one of the mall’s anchor tenants, apparently learned for the fi rst time 
that its customers would be charged to park in the RPS garage. (See “Under the 
Infl uence.”) The IRS notes that AMC fi led a default letter with RPS, that even city 
offi cials helped to conceal it, and that part of the resolution of the crisis was a 
secretive, one-time payment of $400,000 to AMC by the RPS developer. This was 
done, the IRS says, to avoid puncturing the faulty garage revenue projections. 
(Roughly half of projected income was supposed to come from AMC customers.)

“The $400,000 payment to cover lost revenues is nothing more than a kickback of 
Bond proceeds to make it appear there are no lost revenues as a result of AMC’s 
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default. This portion of the transaction represents affi rmative acts engaged in by 
the Developer, Bond Counsel, the Issuer/Foundation and the City to the detriment 
of the public and for the direct and private benefi t of the developer,” the report 
reads. “This portion of the transaction raises troubling aspects of potential fraud.”

The IRS’s basic conclusions are no different than those from its previous reports. 
Contrary to the numerous public declarations by all parties that the garage project 
was for a public purpose, the IRS concluded it was just the opposite. It refers to the 
heart of the garage fi nancing as “smoke and mirrors” and fi nds that “the intent of 
the transaction” was to get money to Cowles real estate companies to help fi nance 
the private mall.

“The fact that it was done through a methodology that essentially attempted to 
conceal this fact does not change the outcome,” the report reads.

THE END

To read the entire IRS ruling, click here.
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THE MAYOR’S CONFESSION (JULY 15, 2004)
When a new councilman conveyed Betsy Cowles’s behind-the-scenes demands, 
Mayor Jim West had some secret news of his own.

Part 1 of 3

CHERIE RODGERS WAS SITTING in the audience of the Leadership Prayer 
Breakfast on the Friday morning of May 14 when Mayor Jim West was introduced 
as “a man of God.” West told the gathering that he took his presence that morning 
as proof of God’s will. A year earlier doctors told him he had stage four colon 
cancer.

It was the fi rst time Rodgers had heard the mayor be so public about his illness.

Stage four cancer, doctors had informed Rodgers during her late husband’s losing 
battle with the disease, is terminal.

West’s illness truly saddens Rodgers. She likes the new mayor. She admires his 
courage. After suffering under what she considers the brutal narcissism of former 
Mayor John Powers, Rodgers fi nds Jim West a welcome change. Where Powers 
had terrifi ed city staff with his temper tantrums and threats of summary dismissal, 
West is respectful and refers to city employees as “a family.” Rodgers says many 
city staffers have let her know how much they appreciate the new mayor’s kinder, 
gentler style.

Rodgers also likes it that West is a former paratrooper. He had been a member 
of the illustrious 82nd Airborne Infantry Division, America’s fi rst such unit. 
Rodgers’s late husband, Stephen, a major in the elite Army Rangers, had also been 
a paratrooper.

In a recreational program for spouses, Army Green Berets taught Cherie Rodgers 
to jump, too. She knows what it feels like to look past her boots through a fi ve-
thousand-foot abyss of air to the earth below. She knows the sensation of stepping 
into a blast of wind and trusting her life to a few yards of nylon that she had 
packed herself.

At the prayer breakfast that morning, Rodgers once again felt admiration for West. 
She just wished he would be as honest with the city he had been elected to lead as 
he was being about himself.
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Whether Jim West lives or dies in offi ce, Rodgers believes his legacy as mayor 
will revolve around whether he tells the truth about city hall’s role in the RPS 
disaster. She’s aware, however, that powerful forces are working against that 
possibility, Spokane’s renewed “All-American City” honors notwithstanding. 
Just three months ago, newspaper heiress Betsy Cowles enlisted the help of a new 
councilman to lobby for her version of the ill-fated public/private partnership 
known as River Park Square. Rodgers was offended by the fi ction Cowles wanted 
the city to adopt.

SECRET DEMANDS

The councilwoman was doing laundry on the Sunday evening of March 14 when 
the phone rang. It was fellow council member Joe Shogan; he wanted to meet with 
her immediately.

“Right now?” asked Rodgers.

“Yes, it’s urgent,” replied Shogan.

According to Rodgers, Shogan showed up on her doorstep about 20 minutes later, 
“extremely hyper,” saying, “I need to talk with you.”

Seated in her family room, Shogan began the conversation with a curiously 
elliptical reference. “Jennifer West and I have a mutual acquaintance,” he said.

Jennifer West is Betsy Cowles’s River Park Square public relations advisor. Shortly 
after Shogan was elected, he explained, the PR woman approached him on 
Cowles’s behalf. Cowles wanted to meet with him to talk about settling the long-
running dispute over River Park Square.

Shogan said he met with Cowles several times. The result was a settlement 
proposal he wanted to share with Rodgers.

Rodgers was surprised by Shogan’s actions, as he wasn’t a member of the city’s 
mediation team. She wondered if his unauthorized intervention could disrupt the 
high stakes court-ordered talks attempting to resolve the securities fraud case that 
has now dragged on for three years.

“This is totally separate, totally on my own,” said Shogan. “I’m not trying to 
undermine the mediation efforts, I’m not trying to undermine Al or Dennis 
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[mediation team members Al French and Dennis Hession] or the mayor. I did this 
all on my own.”

Rodgers sat in amazement as Shogan announced that he and Cowles had come 
to an understanding about ending the legal standoff between the publishing/real 
estate heiress and the city. Before describing the proposal, however, he said he 
wanted to discuss how to get Cowles’s lawsuit dropped against Rodgers, former 
mayor John Talbott, and former council members Steve Corker and Steve Eugster. 
Cowles sued the elected offi cials for publicly criticizing the RPS deal.

“Couldn’t that be part of the whole settlement, that all that goes away?” asked 
Shogan.

To Rodgers that suggestion was both aggravating and irrelevant.

It was a red fl ag, because from the moment Cowles sued her, Rodgers has been 
outspoken about her attitude toward the litigation. Rodgers sees Cowles’s lawsuit 
as a naked abuse of the heiress’s wealth, threatening a public offi cial with personal 
fi nancial ruin.

While Rodgers has mortgaged her house and incurred over $42,000 in personal 
debt to defend herself against Cowles, evidence suggests to Rodgers that Cowles 
real estate companies inappropriately pocketed tens of millions of public dollars 
while pitching the entire community into an ever-deepening legal and fi nancial 
crisis.

Rodgers considers Betsy Cowles a public menace who will stop at nothing -- using 
her family’s money, political pull and media power -- to get her way.

Beyond that, Rodgers regarded Shogan’s suggestion as meaningless for a simple 
reason.

“They’ve been losing in court,” she said of Cowles’s suit against her and the other 
former legislators. “All those charges against us have been dismissed. But they 
keep appealing. All they have to do is not appeal it.”

“Well, we’ll talk about that,” said Shogan.

At that point, says Rodgers, Shogan handed her a two-page document. Dated 
March 10, it was “all marked up” by red, yellow and blue highlighters. Except for 
certain additions, it was the same set of demands Cowles has been presenting the 
city throughout the mediation talks. Rodgers found the additions chilling.
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Cowles wanted the city to essentially apologize to her family. In a revision 
of history, Cowles wanted the city to say there had been no fraud or 
misrepresentation. In view of the exhaustive 91-point, documented fact summary 
presented by the bondholders in the securities fraud case (see “Fraudville”), 
Rodgers thought Cowles must be delusional.

Cowles also demanded the city acknowledge how much benefi t it has gained 
from River Park Square. Cowles wants the city to say that more public/private 
partnerships like River Park Square are essential to Spokane’s future.

That’s the one that really bothered Rodgers, who has long believed that the project 
was based on a scheme between Betsy Cowles and high-ranking city offi cials to 
illegally divert tens of millions of public dollars into Cowles’s hands. Rodgers 
thinks Cowles gambled from the outset that her family’s media control would 
keep the public from ever knowing what happened, and that her family’s political 
infl uence would guarantee that she was never held accountable. Rodgers now fears 
that River Park Square has brought Spokane to the brink of bankruptcy.

“I’ll never go along with this, not ever,” Rodgers told Shogan. Regarding the public 
apology, “I said I’ll gag to death before I ever would do something like that.”

Shogan then asked her to meet with him and the mayor the following day to 
review’s Cowles’s proposal. Rodgers declined.

Shogan persisted. According to Rodgers, he said, “You know, this family goes way 
back. You have to understand, now with Sandifur and Metropolitan Mortgage out 
of the picture, this family is the only game in town... They’re it. We have to learn 
how to get along with this family. Nobody else is going to come along.”

He said, “Picture this. How would you like it if somebody came in and bought the 
Spokesman-Review?”

Rodgers said she liked that idea.

“No, picture somebody like Rupert Murdock,” said Shogan, “coming in and 
buying out the newspaper. What would you think of that?”

Rodgers responded, “I would say, ‘Don’t let the door hit you in the butt on the 
way out’ to Betsy. Because I think that would be a great thing... I’ve never seen a 
town that was so controlled... It’s not a fair and objective newspaper... to me that 
would be a dream come true if somebody independent came in and bought the 
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newspaper, and the family either got out of the news business or [got out of] real 
estate. One or the other. Not both.”

Camas Magazine learned of the Shogan meeting in an interview with Rodgers 
on March 15, the day after it happened. In that interview Rodgers provided from 
memory the above account of the document. Camas fi led a public records request 
for it with the city, but the city denied that request.

Shogan confi rmed to Camas the basic accuracy of the above account. He confi rmed 
that he had assured Rodgers, just as Rodgers had said, that his efforts were 
completely disconnected from the court-ordered mediation discussions between 
the city and the RPS developer.

“I did have occasion to have a line of communication with Betsy Cowles,” Shogan 
told a Camas reporter in a tape recorded interview. “I was not part of the mediation 
team... It was an initiative on my part that I undertook because it seemed to me that 
the mediation process was stalled... During my campaign I felt I had the impression 
that my constituents wanted River Park Square put behind us...”

Despite Shogan’s acknowledgement, however, the court subsequently agreed with 
the city that the document should be withheld from the public under the court’s 
confi dentiality protection of the mediation discussions. Accordingly, Camas has 
never been able to see or obtain a copy of the Cowles/Shogan proposal.

MEETING WITH THE MAYOR

For some reason, Shogan still wanted Rodgers to join him in the mayor’s offi ce next 
day. When Shogan said he would take the “pro” position on Cowles’s proposal and 
Rodgers could take the “con,” Rodgers reluctantly agreed.

Next afternoon, Rodgers joined Shogan and city fi nance director Gavin Cooley in 
Mayor West’s offi ce. She says only the four of them were present. The mayor had 
a copy of Shogan’s proposal. She didn’t know if he’d had it for two hours or two 
days.

Rodgers’s account of the meeting is as follows:

Shogan asked the mayor to read his proposal. “He mentioned to the mayor he’d 
been meeting with Betsy several times... ‘And this is in no way a refl ection on 
the mediation efforts or anything like this. This is just something I did on my 
own, because I wanted to see if I could work out something... I wasn’t trying to 
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undermine anybody or go behind anybody’s back.’”

Mayor West said, ‘That’s fi ne. Yeah, I understand.’”

West announced he had had some people take a look at Shogan’s proposal. “They 
said it’s really not anything different than what she’s proposed before,” said West.

Cooley agreed, saying, “You know, Joe, there’s really nothing new in here. This has 
been their position for quite some time.”

Shogan then reviewed the document point by point.

When he fi nished, Rodgers explained why she would never support it.

“She [Betsy Cowles] wants us to apologize, basically, by saying there’s no 
misrepresentation, no fraud,” Rodgers told the mayor. “I said, ‘If you think that 
that sounds like a person that has any guilt or any remorse about what they did, I 
don’t believe it. She doesn’t have one ounce of guilt or one ounce of remorse about 
this whole deal... To me it looks like she’s only going to chip in about four million. 
Out of a thirty-two-million-dollar-plus bond fraud I don’t think that’s what I 
would call her fair share... I don’t think you’re going to get anywhere with her. I’ll 
just gag up there at the city council if you bring a proposal back like this and we 
have to say there was not fraud.’”

At this point, says Rodgers, West started laughing. She says the mayor turned to 
Shogan and asked, “Well, what does she want me to do, also french kiss her?”

West denies the french kiss comment: “No way. No. No. No.”

Cooley and Shogan say they don’t remember him saying it.

Rodgers stands by her account nonetheless. She drew a measure of encouragement 
from West’s sarcasm, hoping that it meant he might stand up to Cowles.

Rodgers then asked West whether he had sought outside legal advice about the 
quality of the city’s defense against the River Park Square securities fraud charges. 
This had been one of the new mayor’s campaign promises.

Yes, said the mayor, he had obtained outside legal advice. Rodgers says the mayor 
did not name the advisor, but he described what happened.

West paid the anonymous consultant a fee of $7,000 to review documents and 
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study the city’s argument that it had not committed securities fraud. The consultant 
came to town, and Laurel Siddoway, the city’s special counsel for RPS, was given 
four hours to make the argument she had spent the last three years compiling (at 
a total cost of $2 million in legal fees). The Downtown Spokane Foundation, the 
non-profi t organization created by the Cowles family to sell the River Park Square 
garage bonds, was given two hours to argue why it was not guilty of securities 
fraud.

Rodgers wanted to know the advisor’s verdict. “Did he say there was fraud 
involved?” she asked the mayor. West, she says, said nothing but instead looked 
down with a pained expression on his face. She took his silence as an admission, 
and that fl oored her. Why, she wondered, had West kept Siddoway on if he 
considered her argument bogus? The risk of public money was truly hideous, she 
thought, and the damage River Park Square had done to public trust in Spokane 
government was incalculable. Jim West paid a lot of public money to get an expert 
opinion on Siddoway’s case. Weren’t taxpayers entitled to know what the expert 
said? Why wasn’t Jim West leveling with the public?

Rodgers says she never got a chance to ask him those questions. Soon afterward he 
pulled the plug on Siddoway’s RPS strategy. Overnight, he radically changed the 
city’s direction for reasons Rodgers says the mayor has yet to explain.

END of Part One

Part 2: “Busted”

Part 3: “The Parable of the Three Giants”

Camas articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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THE PARABLE OF THE THREE GIANTS (JULY 20, 2004)
Cherie Rodgers refl ects on Spokane’s lost soul

Part 3 of 3

IT WAS THE EVENING OF APRIL 5TH, when Mayor West asked the city council 
to pass an emergency ordinance for up to $39 million to avoid a securities fraud 
verdict involving River Park Square (see Part 2). Cherie Rodgers was the lone 
dissenting vote.

Even though she knew in advance that West had the votes and the measure would 
pass, she felt sickened. In her mind city hall was once again fl eeing evidence of its 
involvement in a fraudulent transaction.

Rodgers told her colleagues, “What the 1997 city council did will pale in 
comparison” to what they were doing. When 1997 council members pledged the 
city’s parking revenue to fi nance the Cowles family’s River Park Square shopping 
mall, she said, at least they hoped the legion of RPS critics was wrong, that the 
project might work out all right for the community.

The 2004 city council could have no such illusion.

Rodgers is unabashed in her indictment of developer Betsy Cowles. In interviews 
with Camas, the councilwoman said the River Park Square public/private 
partnership was a “scam” and that city hall sold the people of Spokane down the 
river. Now city hall was trying to cover up its actions with yet another emergency 
ordinance that precluded a popular vote and pledged a whole new round of public 
indebtedness to pay off a deal that could never be anything but a bad deal, that 
could only go from bad to worse to deplorable.

April 5 marked the low point of Rodgers’s eight years on the council. She summed 
up her disillusionment: “This community has lost its soul.”

THE STORY OF THE THREE GIANTS

When Rodgers was a girl her father, a Native American who taught high school 
history and coached football, often worked late. Her family lived on the Flathead 



Camas Archive  —715—

Indian Reservation in Hot Springs, Montana. The children would already be in 
bed when Earl Barlow came through the door. Because cousins lived with them, 
Rodgers -- who had fi ve siblings -- always shared a room with many other children. 
Her father would squeeze a chair between the bunk beds and ask the children what 
story they’d like to hear. The story of the three giants was Rodgers’s favorite. She 
says it reminds her of Spokane.

Rodgers tells the story this way:

ONCE UPON A TIME there were three giants. They lived in the mountains, and 
they were always hungry.

Each day they came to the nearby Indian village for their meals. Frightened for 
their lives, the villagers became their slaves. The people of the village spent all their 
time growing crops and hunting game in order to appease the appetites of the three 
giants.

These three giants were very lazy. They cared nothing about the little people, who 
suffered. Even though the villagers worked very hard, they never seemed to have 
enough food for themselves. Many grew sick and died.

Yet the survivors never thought to challenge the giants, because they were so afraid 
of them.

In the village was a little Indian boy, who was unhappy at seeing his parents, his 
brothers and sisters, and his grandparents spending all their time and all their 
energy trying to placate these three evil giants.

When the boy was out in the cornfi elds, he noticed that every day at two o’clock 
the giants took a nap under a big tree.

Seeing this gave the boy an idea. He didn’t tell anyone else about it, because he 
wasn’t sure if it would work. Still, he was determined to do what he thought was 
best for the village.

So one day he gathered up a handful of rocks, placed them in a leather sack, 
climbed up into the big tree, and hid in its thick leaves.

He waited and waited. Sure enough, at two o’clock the giants curled up beneath 
him and fell sound asleep.
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The Indian boy removed one of the rocks from his pouch, and he threw it down 
very, very hard. It hit the fi rst giant in the head.

The giant woke with a start and looked around. Seeing his two brothers were 
snoring, he rubbed his head and went back to sleep.

After a few minutes, the boy took another rock, and he threw it down hard so that 
it struck the second giant on the head. The second giant jolted upright and looked 
around angrily. But his two brothers were asleep and no one else was in sight. So 
he, too, went back to sleep.

At this point, the boy grabbed a third rock and struck the last giant, smack on the 
head. This giant yelled out loud, waking up one of his brothers. The two looked at 
each other accusingly.

“What are you hitting me for?” bellowed the third giant.

“I’m not hitting you!” protested the other.

“Well, there’s nobody else around! It has to be you!” said the angry one, and he 
punched his brother.

A terrible fi ght erupted, the two huge giants knocking each other around until they 
both fell over a cliff and died.

Only one giant remained.

The villagers were ecstatic. Instead of having to feed three, now they had to worry 
about just one. They assumed their lives would improve.

But day by day this remaining giant grew meaner and angrier and greedier. He 
was completely self-centered and always got his way. The villagers discovered they 
had to work just as hard, and they were even more terrifi ed than before.

So the little Indian boy got to thinking again. One day when his mom was cleaning 
a deer, he took the animal’s stomach and made a sack out of it. He placed the deer 
stomach underneath his buckskin shirt.

The boy went to his dad and said, “Father, I have an idea. Let’s have a feast for the 
remaining giant. We’ll bring together all the best food, all the best game, all the best 
crops. We’ll prepare a great feast for him. He’ll like that.”
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The father exclaimed, “That’s a good idea! We want to keep that giant happy! 
Otherwise he’ll make our lives more miserable than they are.”

So they had a big feast, and all the villagers slaved until long tables were laden 
with meat and fi sh and corn and squash and cakes. The boy was sitting right next 
to the giant, who was served a huge plate of food. At the boy’s request, he too was 
brought an enormous plate of food. His was just as big as the giant’s.

The little boy dived into the meal, apparently eating with gusto. But when the giant 
wasn’t looking, and the other people weren’t looking, the boy slipped the food off 
his plate and stuffed it into the pouch underneath his shirt.

Glancing over from time to time, the giant was astonished that this tiny child could 
eat so much.

He said to the Indian boy, “I want to learn your secret! You’ve got to show me your 
secret!”

The giant relished the thought of being able to eat as much as three giants, making 
sure the villagers once again got no rest.

All heads turned to the little boy, who said to the giant, “Okay, I’ll show you how I 
do it.”

At this the boy resumed eating, really eating, putting the food in his mouth, 
chewing and swallowing, so that no one doubted his healthy appetite.

And then the little boy took out a knife, and he cut open his shirt and the deer’s 
stomach. Out came a pile of food, obviously making space for more. And the boy 
began to eat again.

The giant was delighted! “Okay, okay,” he exclaimed, “now I’m going to try it!”

So the giant ate and ate and ate. Then he took out his knife and he sliced open his 
own stomach.

Naturally, he died.

Finally the villagers were rid of their curse. They could go back to being a normal 
village, looking out for one another. They didn’t have to worry about the greed and 
corruption of the giants.
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SPOKANE’S CURSE

Cherie Rodgers estimates she heard this story more than a thousand times as she 
was growing up.

“My sister and I could tell if there was one word off!” she says. “That’s how we 
learned to memorize things.”

All the stories told to the children had a moral. Their purpose was to teach 
important life lessons. “So you wouldn’t keep making the same mistakes over and 
over,” says Rodgers.

The giants make Rodgers think of the Cowles family and an inner circle of wealthy 
collaborators. The villagers are everybody else.

“You have that degree of fear here,” says Rodgers, “because people don’t want to 
lose their businesses or lose their jobs or lose customers or connections. They don’t 
want to be blackballed in this community.”

Rodgers didn’t understand that until she became an elected offi cial and witnessed 
fi rsthand the operation of Cowles infl uence inside city hall.

When she fi rst joined the council in January 1997, she immediately began to 
suspect that the River Park Square deal was corrupt.

Her queasiness arose the very fi rst night she was introduced as Spokane’s newest 
city council member, before she was offi cially sworn in. During that fateful council 
meeting, an out-of-town accountant from Coopers & Lybrand presented a report 
that seemed to signal trouble. The accountant warned that the cost of the parking 
garage that developer Betsy Cowles wanted the city to fi nance was “exceptionally 
high.” He predicted a “signifi cant hole” in the revenues needed to pay for it. He 
pointed out a suspicious transfer of funds to the developer, and he complained that 
Cowles companies refused to provide his team with key fi nancial records.

When Mayor Jack Geraghty asked if there were any questions, council members 
had none. “Well, I have questions,” Rodgers thought to herself.

She vowed to get to the bottom of the matter and began to investigate. Fighting city 
offi cials reluctant to expose the secret underpinnings of the deal, she eventually 
collected laundry baskets full of documents, which she carried in the backseat 
of her tired 1986 Mazda. People confi ded in her. In the basement of city hall, she 



Camas Archive  —719—

discovered “two sets of books.” Little by little the picture of a corrupt public/
private partnership was coming into focus.

Rodgers wanted the public to be told the real story. But Spokane is not like other 
cities where a vigorous press would expose the misuse of public dollars and abuse 
of government processes.

Spokane’s media is dominated by the Cowles family.

The Cowleses are the storytellers, says Rodgers, but their stories never have a 
moral. “Hence,” she says, “we’re a town without morals.”

With no learning taking place, Spokane’s giants go from one episode of public 
exploitation to the next, says Rodgers. “It usually involves the same thing over 
and over again. A few people getting rich off of other people’s unfortunate 
circumstances.”

THE “REPUGNANT” COWLES MEDIA MONOPOLY

The conditions that cause Rodgers to compare Spokane to the parable of the 
giants go back decades. Rarely is the community’s plight documented. As Camas 
Magazine reporters have discovered, many sources refuse to go on the record for 
fear of Cowles retaliation.

But in 1976, Spokane native Terrence E. Fancher, while a student at Harvard 
University, wrote a 200-page cum laude economics thesis on Cowles media control 
that told a never-before-heard tale. Still circulating in Spokane, Fancher’s report 
offers an ugly portrait of a town most Americans would expect to fi nd only in a 
1950s B grade Hollywood cattle baron western.

Fancher wrote that his investigation was based on interviews with over 200 “past 
or present” business people and public offi cials, both inside and outside Spokane. 
None of them would allow Fancher to use their names.

“Most of the people we interviewed requested, and some insisted on written 
guarantees, that we protect the confi dentiality of their names, identities and 
remarks. Although we would prefer to release the names of all those interviewed, 
we must protect our sources of information in return for their candor. A large 
number of people interviewed expressed great fear of adverse repercussions 
against themselves or their livelihoods if we publicly released their names in 
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connection with specifi c passages quoted in this study, or even linking them to this 
study.”

Fancher’s report cited a U.S. Department of Justice study fi nding that the Cowleses 
controlled 80 percent of Spokane’s media. That, said the agency, was “repugnant to 
antitrust principles, inconsistent with the Communications Act’s goal of providing 
for the expression of diverse views, and, therefore, inimical to rather than 
promotive of the public interest.”

Accordingly, the Justice Department brought a case against the Cowleses to prevent 
renewal of the family’s KHQ broadcast license.

Fancher’s interviews, depicting a city run by a ruthless media cartel, help explain 
the Justice Department’s concerns.

“There is not a man or woman on the City Council and probably not one in the 
entire City Hall that has any concern about their political career or future that is not 
scared to death of what the newspapers are going to say about him,” one Fancher 
source said. “And I say scared in the sense of their political career. They, if they 
are not, they have to be absolutely insensitive. Because if one would be imprudent 
enough to evoke the wrath of the editorial policies of the newspaper, you would 
have a short-lived political career in the City of Spokane.”

Said another: “This is a newspaper monopoly town. Cowles own Channel 6 TV 
and NBC Radio in addition to Spokane’s only daily newspapers. That’s the power 
structure. [Former mayor] Fosseen did what anyone who wanted to stay mayor 
would have had to do. He took his orders from the power structure.”

While the Fancher thesis still pops up around town (one appeared on Rodgers’s 
desk), few local people know what became of Terry Fancher.

After taking MBA and law degrees from Harvard, Fancher went to work at the 
Justice Department in the early 1980s. He recently told a Camas reporter that when 
the Cowles family found out he had been assigned to the KHQ case, they used 
political infl uence to get him pulled off. Fancher says IRS offi cials told him they 
were furious about the move.

Obviously, KHQ’s broadcast license has remained solidly intact.

Today, says Cherie Rodgers, Spokane’s fate is essentially unchanged from the time 
Fancher wrote his thesis.
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One of Spokane’s top advertising executives concurs. Asking not to be identifi ed, 
he says his research shows the Cowleses still dominate about 80 percent of 
Spokane’s media.

Tom Grant, the only other journalist in Spokane to vigorously investigate River 
Park Square, recently wrote about his experience in a letter to Camas. He noted 
the “broad effort by the region’s leading news family to cover up the truth.” He 
criticized mainstream media for avoiding “a critical examination on the issue. The 
main reason: the very news leaders who should have been reporting on the secret 
deal were the people behind the secret deal.”

Grant blames Cowles pressure for ending his career in Spokane.

“News in Spokane has been dominated by Cowles Publishing for nearly a century. 
During my decade of working in Spokane television, I discovered that ... The 
Spokesman-Review sets the agenda for all news reporting in the city. Television 
news directors pulled it out to determine daily assignments at morning news 
meetings. The Associate Press relied on it almost exclusively for determining what 
stories to send out on the wire. In my personal experience, I have observed the 
local AP offi ce reject stories that failed to match the mainstream view as reported 
in The Spokesman. The AP has routinely carried stories about the parking garage 
deal as reported by The Spokesman, but never passes along reports from Camas 
Magazine.

“Cowles Publishing controls news on three television stations: the NBC affi liate, 
the PAX affi liate and the Fox affi liate. It has even attempted to control the news 
on other stations. After I reported on the secret parking garage deal [for KXLY], 
Cowles Publishing hired a public relations fi rm to muzzle my reporting, and it 
was successful. Part of the pressure came from direct communications between the 
Cowles PR fi rm and our news management. Part of the pressure was applied to 
advertisers at the other stations.”

In his mayoral bid last fall, Grant narrowly lost to Jim West. Yet when the popular 
television newsman returned to the journalism job market, despite numerous 
national awards on his resume, he had trouble fi nding a job.

When he briefl y worked for the Fox station, Channel 28, the Cowleses acquired 
the news operation and let Grant go. On July 3rd Grant left tearful friends and 
neighbors on the sidewalk and regretfully drove a U-Haul out of Spokane. His 
destination: Casper, Wyoming, where he will be a news anchor and reporter at 
KTWO Television.
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By the time Cherie Rodgers took offi ce, she was a seasoned neighborhood activist. 
To her, democracy was an exquisitely capable mechanism, the Swiss watch of 
history’s political systems. All you had to do was feed the facts to the press and the 
legislators, and justice would be served. The public interest would be protected.

River Park Square shattered that belief.

As the revelations of the scandal surrounding the Cowles mall piled up, Rodgers 
was dismayed to fi nd they had no appreciable affect.

She said for the fi rst time in her life she understood just how mortal democracy is. 
She says she feels she has watched it die in Spokane -- not just die but be killed by, 
of all things, a corrupt newspaper and corrupt public offi cials who went along with 
it.

WHERE’S MARSHAL DILLON WHEN YOU NEED HIM?

These days Rodgers fi nds herself wondering if anything can save Spokane from 
being a frontier town beyond the reach of the law.

For Spokane to ever be cleaned up, she believes, it will require powerful forces at 
the state and national level.

Rodgers wants Mayor West and her colleagues on the city council to do what 
Tom Grant said he would do during the 2003 mayoral campaign. Namely, ask 
the state supreme court to reopen the River Park Square case based on new 
evidence uncovered by the securities fraud case. (An early legal challenge by Steve 
Eugster went all the way to the state’s highest court, which deferred to “the local 
legislators” who had approved the deal.)

Rodgers says she reviewed Grant’s plan with the city’s fi rst RPS special counsel, O. 
Yale Lewis, and that Lewis thought Grant’s idea is the single best option available 
to Spokane.

Rodgers offered to fl y Lewis to Spokane at her expense so he could publicly testify 
before the city council about why RPS should be taken back to the supreme court. 
Council president Dennis Hession and West resisted, she says, but a compromise 
was reached. Lewis presented the idea to the council in executive session via 
speakerphone. The public never learned of this development. Lewis’s call took 
place prior to the passage of the latest emergency ordinances pledging new public 
money to the Cowles mall.
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Lewis will not disclose what he told the council. However, he did grant Camas 
an interview in which he explained why he believes the city must take the RPS 
case back to the supreme court, and why he thinks the court will “unwind” the 
transaction and give the citizens of Spokane their money back. His reasoning 
distills to a basic point--city offi cials are simply prohibited from doing what the 
evidence now clearly shows they agreed to do when they approved the garage deal 
in 1997.

Lewis points out that article VIII, section 7 of the state constitution prohibits giving 
public money to a private party.

Public funds are intended for “things like roads, highways, schools, libraries,” 
says Lewis. “I am not aware of any precedent in this state that would suggest that 
a private shopping center, no matter how important it might be to the economic 
health of a city or region, qualifi es as a public purpose. I think a private shopping 
center is probably the epitome of a private purpose, actually.”

When the state supreme court originally deferred to the Spokane city council to 
allow it to commit public funds to River Park Square, says Lewis, it did so on 
a “bare bones record” that consisted mostly of lawyers’ claims about the deal’s 
structure. Now there’s overwhelming evidence that many of those claims were 
inaccurate and that the project represents a fundamental violation of the state’s 
supreme law, he says.

That evidence, contends Lewis, includes sworn testimony from city offi cials, taken 
as part of the securities fraud case, that they knew they were funneling excess 
public money to the Cowles mall. Evidence also includes a remarkably strong-
worded June 22, 2004 IRS ruling laying out the numerous ways in which the deal 
does not qualify as a public project. Ironically, says Lewis, although the IRS’s 
concerns have nothing to do with whether RPS violated the state’s constitution, its 
conclusions offer compelling evidence that that’s just what happened.

Lewis points to a quote in the IRS report that noted the developer acknowledged 
that it “did not have the fi nancial wherewithal to go it alone on the estimated 
$100 million project. So a scheme was devised that would allow the developer 
to renovate and [sell] the [RPS] garage to the City and in the process generate 
approximately $10 million in cash the developer would plow back into the ‘private’ 
portion of the project.”

Says Lewis: “If it were established that public money was going into a private 
shopping center, that would be construed by the courts as a violation of the state 
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constitution. And it would not matter that the legislative body--in this case the city 
council--thought that was a good idea, thought the city needed it, thought it was 
a good investment in the future. Those types of judgments aren’t permitted by the 
state constitution when public money is being spent.”

O. Yale Lewis may be uniquely qualifi ed to provide such an opinion. Not only did 
he investigate River Park Square as Spokane’s fi rst special counsel under Mayor 
John Talbott, he was the author of the state’s legislation enabling public/private 
partnerships.

Because city offi cials have a sworn duty to uphold the constitution, Lewis thinks 
Spokane’s offi cials are legally obligated to request that the high court reopen the 
case and consider the new evidence. The law permits the court to grant such a 
request if it’s made in a “reasonable time.” What’s reasonable is up to the court to 
decide, says Lewis.

Lewis says he would be surprised if the Washington supreme court declined to 
review the RPS case again should the city now request it.

“All supreme courts, in every state, and the federal court, are particularly 
protective of the constitutions under which they operate. I think that whenever a 
genuine constitutional issue is presented to the state supreme court, it will look at it 
very carefully.”

Should the court now review RPS, says Lewis, he thinks it would feel compelled 
to order Betsy Cowles to return the $26 million the city paid her for the garage, 
and to order all other parties who took money as part of the project--law fi rms, 
consultants, etc.--to return that money to Spokane’s taxpayers, too.

“So the city would stand to pick up the full amount of the initial bond offering of 
thirty-plus million dollars,” he ventured to predict.

Cowles, he says, would then own the garage outright and be free to operate it as 
she chooses. The other defendants to the securities fraud charges would be spared 
the grueling ordeal of further litigation.

Lewis believes that giving the supreme court the opportunity to decide the RPS 
case based on the new evidence is the only way Spokane will ever get closure on 
the matter.

“I think that as the evidence continues to leak out and become public from the 
depositions and from things like the IRS and the county prosecuting attorney (who 
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long ago concluded that the garage didn’t qualify as a public facility), perhaps even 
someday the SEC, to the extent that people believe that that evidence supports the 
proposition that city offi cials deliberately worked with private parties to get public 
money into the private project and conceal that from the public, that’s going to 
fester and be a terrible blight and drag on the public confi dence.”

Lewis also worries that Spokane’s blight will spread around the state to undermine 
confi dence in other public/private partnerships.

“If the Spokane situation is still lying there, partially submerged and festering, I 
think it will constantly be brought up and will never die. [People] will inevitably 
talk about what happened in Spokane.”

Attorney and former Prudential investment banker Mark Schwartz, who fi led an 
RPS complaint with the Securities and Exchange Commission in 1999, recently 
wrote the IRS urging it to evaluate whether civil or criminal charges should be 
brought based on its latest fi ndings. (To download the Schwartz letter, click here.)

Will the IRS do that? Will the SEC now weigh in? Will the Spokane city council ask 
the Washington supreme court to review RPS? And will the court comply if asked?

As far as Cherie Rodgers is concerned, the answers to those questions add up to 
an inescapable reality. Not only has Betsy Cowles put Spokane on trial, in a larger 
sense she has put her state, and even her nation, on trial, as well.

END of Part Three

Part 1: “The Mayor’s Confession”

Part 2: “Busted”
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BUSTED (JULY 20, 2004)
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.

Part 2 of 3

AT THE MARCH 29, 2004 CITY COUNCIL MEETING, Laurel Siddoway, the 
city’s unfl appable special counsel for River Park Square, made a stunning 
announcement. As though she were delivering the most routine news, she calmly 
reported that the city was now acting with all due haste to abandon the case she’d 
put together over the previous 35 months.

For three years Siddoway had confi dently promoted arguments for why the city 
of Spokane was a mostly innocent victim in the tumultuous River Park Square 
federal securities fraud case. Now, with the scheduled trial just three weeks away, 
she changed her story. As she recently explained in court, “we believe the plaintiffs 
would prevail and that the city would have some liability.”

What Siddoway had previously characterized as a “well-positioned” defendant 
with potent cross-claims was ditching its strategy because it could now see what 
the bondholders’ claims looked like on the verge of trial.

“This is something that didn’t exist even a year ago, in terms of knowing what 
claims the plaintiffs would be able to take to trial against which defendants,” she 
said. “We know that now.”

There was a grain of truth in what Siddoway said, but only that. To be sure, the 
court had only recently ruled on various motions that would defi ne the ultimate 
scope of the trial (now postponed until January 2005). But what Siddoway didn’t 
say is that many of Judge Edward Shea’s rulings on the plaintiffs’ claims actually 
favored the defendants, including the city. In a fl urry of procedural rulings, Shea 
capped the plaintiffs’ damages on certain claims and signifi cantly reduced the 
number of bondholders who could even bring their claims to trial.

But on April 5th, and again on April 12th, Siddoway and her co-presenter, city chief 
fi nancial offi cer Gavin Cooley, tag-teamed the selling of two emergency ordinances 
to the council that would buy the city’s way out of the plaintiffs’ securities fraud 
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claims. In the course of these tense meetings, neither said a thing about the 
spectacular collapse of the city’s case that had occurred in Shea’s courtroom over 
the preceding months.

Only a few weeks earlier, the judge unceremoniously threw out the city’s all-
important cross-claims against Cowles real estate companies. The Spokesman-
Review had reported these developments, but Siddoway and Cooley didn’t 
mention them. Nor did they mention a devastating state court of appeals decision 
last September.

Mayor Jim West clearly had reasons of his own for dropping the controversial legal 
strategy of his predecessor, John Powers. Whatever West’s reasons were, however, 
he was keeping them to himself.

West’s solution, which Siddoway and Cooley pitched to the council, was to 
authorize the sale of up to $39 million in new bonds to put Spokane out of its 
misery in the RPS case. As Cooley stressed on April 5, this authorization was 
conditioned on getting settlement offers that would be favorable to the city. Buying 
out the bondholders, issuing new bonds, and persuading other defendants to pony 
up their fair share was an innovative strategy. Would it work? Two years of court-
ordered mediation efforts had failed to yield such an agreement.

What Siddoway and Cooley did not publicly explain on the evening of April 5 
was that West’s strategy was a new kind of gamble. While it would avoid taking 
Siddoway’s tattered case to trial, it did so at a huge risk, more than doubling 
Spokane’s fi nancial exposure in the RPS debacle.

Councilman Bob Apple says that the ostensible purpose of the new $39 million 
bond sale authorization was to satisfy the city’s responsibility in the original RPS 
garage transaction. What is baffl ing, says Apple, is that “Laurel Siddoway told 
us verbally $15 million, maximum, [is] our liability. She believed they could get it 
down to $12, $13 [million] but that it could be as high as $15 [million]” if the city 
had gone to trial as a defendant.

Why were West, Siddoway and Cooley asking the city council to replace a $15 
million fi nancial risk with up to a $39 million fi nancial risk?

Councilman Al French supported the plan, but not with much enthusiasm.

French came to offi ce as a John Powers supporter in 2002. He has served as a 
member of the city’s RPS mediation team ever since. Last fall French sourly 
observed that the controversial Powers/Siddoway strategy had yet to win a 
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“signifi cant motion” in the courts. He then had asked Spokane’s citizens to try to 
understand how the city’s options in the litigation had been constrained by the 
failing strategy.

“This is the deck of cards dealt to us,” he explained at the April 5 meeting. “So here 
we are.” French then talked about his support for the latest move.

“The passage of this ordinance,” he said, “just puts one more arrow in the quiver of 
our team.”

The new “arrow” French was talking about was the ability to use the bondholders’ 
claims to sue the other defendants.

With only Cherie Rodgers voting against it, the council approved the April 5 
ordinance the mayor wanted. The following Monday, April 12th, the council was 
asked to pass a second emergency ordinance. It authorized short-term fi nancing 
to fund the new agreement and, more importantly, stipulated that no “further 
action” by the city council was needed to commit the city to funding the expensive 
agreement with bondholders.

Apple says he never expected the April 5 ordinance to actually produce the 
promised settlement offers, but he was willing to give the West team a chance. 
He says he thought the real motivation was to be able to show a jury at trial that 
the city tried to assume its share of responsibility but was thwarted by other 
defendants who were unwilling to do so.

Apple balked, joining Rodgers in voting against the April 12 ordinance. The rest of 
the council approved it. The fi nal package included $32.6 million to pay plaintiffs, 
$1.7 million to indemnify bondholders against expected IRS penalties on the 
1998 garage bonds, and $1.1 million to cover needed structural repairs to the RPS 
garage.

The city’s bold move to buy out the bondholders was done with express 
expectations that it would trigger a rush among the other defendants in the case 
to settle. Indeed, on April 12th Siddoway happily told the council that so many 
lawyers were now after her to talk settlement that city attorney Mike Connelly “has 
had to step in and fi eld some of the calls.” To date, however, only Walker Parking 
Consultants (for approximately $1.5 million) and the Seattle law fi rm of Foster 
Pepper & Shefelman ($1.3 million) have agreed to settle. Their relatively paltry 
payments are all the city has, thus far, to offset the staggering costs of the new 
settlement deal.
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Apple says, “I can’t get straight answers out of any of them” about what is now 
happening in the city’s RPS legal strategy. He says neither his colleagues who 
voted for the April 12 ordinance, nor the city offi cials who advocated it -- West, 
Siddoway, city attorney Mike Connelly, or CFO Cooley -- will answer his questions.

“I quit asking them,” he says. Apple is especially critical of Connelly, who he says 
is West’s primary architect of the new strategy.

As this story was going to press the predicament is worsening. The Foster Pepper 
agreement appears to have fallen through, says Apple. Last week, according to 
Apple, Foster Pepper informed the city that in return for its settlement, it now 
wanted the city to indemnify it against any further claims. This created a new 
conundrum.

Foster Pepper was legal counsel to Prudential Securities, the original bond 
underwriter. Prudential recently informed Judge Shea that it planned to sue Foster 
Pepper if it was found guilty of securities fraud. The deal that Apple says Foster 
Pepper demanded from the city last week in return for its $1.3 million settlement 
could leave Spokane’s taxpayers holding the bag for any judgments against Foster 
Pepper and Prudential. Because the mayor’s emergency ordinances bought the city 
the ability to “stand in the bondholders’ shoes” and sue Prudential, Foster Pepper’s 
demand puts the city in the position of potentially suing itself.

Apple now sees West’s ordinances as nothing more than an attempt to keep public 
offi cials from being held accountable for their roles in the RPS fi asco.

BEHIND-THE-SCENES MAYOR

The man behind all the maneuvering, Mayor Jim West, has stayed almost 
completely in the background.

Camas’s questions about the remarkable turn of events were not warmly received 
in city hall. Offi cials, including the mayor, ducked interviews.

“It’s an issue in litigation,” snapped new councilman Brad Stark when asked about 
the emergency ordinances. “I’m unwilling to comment on it at this time.”

Camas Magazine’s public records requests resulted not only in refusals to provide 
hundreds of documents, but even deletions of the topic lines on a long list of email 
exchanges involving city attorney Connelly.
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“Things are just too damn sensitive right now,” CFO Gavin Cooley told a Camas 
reporter in explaining (weeks after the council’s votes) why he wouldn’t allow a 
scheduled interview to be tape-recorded. “That’s why people are so reluctant to 
talk to you.”

In late April, after West had declined repeated requests for an interview, a Camas 
reporter was invited to attend “an informal get-together” for journalists who cover 
city hall. During the session, the reporter complained to the mayor about the city’s 
reluctance to provide information and the mayor’s own refusal to be interviewed. 
As the noon-hour gathering was breaking up, West motioned for the reporter to 
accompany him into his offi ce.

Before he’d even taken a seat, West began offering a blunt assessment of the River 
Park Square fi asco and his exasperation with the legal strategy he’d inherited.

West immediately made clear that he strongly disagreed with the Powers/
Siddoway cover story that city offi cials had been duped by Betsy Cowles.

What the mayor said next caught the reporter completely by surprise.

“You’ve read the depositions and the other documents,” he said. “You can see that 
the city was hand-in-hand in this.” To which he added, “They [city offi cials] knew 
exactly what they were doing.”

It was an astonishing admission that seemed to validate the plaintiffs allegations, 
and yet West had never breathed a word of it in public.

What infl uenced the mayor’s opinion? West said he insisted, before getting 
a briefi ng from Siddoway on the city’s case, that he fi rst get an independent 
evaluation of it.

Camas had already learned from two sources that West, before he’d even taken 
offi ce, arranged for a respected retired federal judge from California, Edward 
Infante, to come to Spokane and provide the independent review. City records 
show Infante billed $7,000 for his work, which took the form of a day-long session 
in which both Siddoway and lawyers for the Spokane Downtown Foundation 
(which issued the garage bonds “on behalf of” the city) presented their positions to 
him. According to West and city lawyers, Infante did not provide a written opinion.

When asked by the Camas reporter if Infante had reached a “this dog won’t hunt” 
conclusion about Siddoway’s case, West smiled and replied, “I think it was more 
like he wasn’t sure the dog would hunt.”
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According to Cherie Rodgers, however, behind the scenes West was more 
emphatic. On March 15 the mayor met with Rodgers, councilman Joe Shogan and 
Gavin Cooley. Then, says Rodgers, West said Infante had told him, “The city was 
going to lose. That’s a direct quote.”

West insisted dropping Siddoway’s case was the right call.

“This should have been done two or three years ago,” he said.

Here was another dramatic revelation. If West felt Siddoway’s case was so fl awed 
that it should have been abandoned long ago, why had he kept her on as special 
counsel?

In a subsequent, more formal interview, West did not want to answer such 
questions. The mayor’s emotion and candor were replaced with caution. (To read 
the entire transcript of Mayor West’s May 17, 2004 interview, click here.)

“I don’t want to face a subpoena,” he explained at one point when asked about 
his earlier characterization of what was in city documents, “and have to repeat 
something I say here.”

Asked near the end of the interview why he was unwilling to be “more public” 
with his review of the RPS case and his and Infante’s conclusions, the mayor 
indicated he wanted to hold his tongue until after the controversy had been 
resolved.

“I think it’s a great book when it’s over,” he replied. “I think it’s a bad book when 
it’s in the middle of process.”

LAUREL SIDDOWAY’S SALES JOB

Seattle attorney O. Yale Lewis was hired in May 2000 to be Spokane’s fi rst special 
counsel for RPS litigation. Before parting ways with Spokane, he found evidence 
pointing to the important conclusion that Mayor West now shares but is reluctant 
to talk about. After researching the deal four years ago, Lewis concluded that city 
offi cials had been, as Mayor West concedes, “hand-in-hand” with Betsy Cowles 
and her agents in the RPS transaction.

Had he stayed as special counsel, Lewis says he would have continued pursuing 
the city’s claims in state court, using evidence of a “civil conspiracy” to have 
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the original garage transaction rescinded. Lewis says he would have at least 
tried to persuade garage bondholders to delay their securities fraud suit “with 
the commitment that if the case was unraveled, as I hoped it would be,” the 
bondholders would be paid back “without having to incur any litigation 
expenses.”

Would Lewis’s approach have worked? No one will ever know. If the garage 
bondholders had cooperated, it would not have subjected the city to a lengthy and 
costly legal battle over the compelling evidence -- recently corroborated by the IRS 
-- showing the complicity of city offi cials in the Cowles shopping mall scheme.

Lewis says he shares West’s conclusion that a city agreement with bondholders 
should have been reached years ago and that prolonging the case has hurt the 
city’s chances of recovering or cutting its losses. Among other things, Lewis says, 
the evidence against the city that was developed during the depositions “was very 
harmful” to the city’s chances of protecting itself from the judgment of a jury.

“I think that dealing fairly and openly and honestly with facts is always a good 
course,” says Lewis. “It’s always better than some other strategy, and I think if it 
had been approached from the beginning along that line, that things would have 
ended up not as bad as they are now.”

Laurel Siddoway and John Powers chose a much different approach. After only 
a few weeks on the job, Siddoway began to sell a creatively excised version of 
Spokane’s involvement in River Park Square. (See “The Case of the Invisible Client 
). Rather than accept Lewis’s fi ndings, Siddoway asserted that top city decision 
makers had, instead, been duped into a really bad deal by Betsy Cowles.

If there was a culprit in city offi ces, Siddoway asserted, it was Roy Koegen, 
Spokane’s long-time bond counsel. In Siddoway’s version of history, Koegen, a 
nationally prominent bond lawyer, not only misrepresented the city’s promises to 
bondholders, but also caused the city attorney and a savvy deputy city manager to 
sign false statements in connection with the bond sale.

A key feature of the new strategy was the aggressiveness with which Siddoway 
pursued it throughout John Powers’s term. In a scathing December 2003 brief, 
bondholder lawyer Gary Ceriani accused the city of pursuing “a scorched earth 
litigation strategy” that, in state courts alone, had added hundreds of thousands of 
dollars to his clients’ legal bills. (It’s worth noting that these bills have already been 
paid out of funds that would have otherwise been used to take some of the load 
off Spokane taxpayers under the recent $32.6 million settlement with bondholders. 
Siddoway’s $2 million in fees have been borne directly by taxpayers.)
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Nevertheless, with characteristic bravado, Powers insisted Siddoway’s arguments 
were legally brilliant and politically astute, an honest public accounting of the 
city’s involvement in the RPS partnership. But the “brilliant” strategy turned out 
to be a disaster. If Judge Infante’s conclusions had suggested Siddoway’s case was 
doomed, it was Judge Shea who drove nails into its coffi n.

THE CITY “DEFRAUDED ITSELF”

When discovery in the RPS federal securities fraud case ended nearly a year 
ago, Powers and Siddoway gave themselves a glowing four-page report card 
and delivered an upbeat presentation to the council. The fact-fi nding period had 
“corroborated the city’s theory of the case,” they said.

That was not true.

In May of last year, lawyers for Cowles real estate companies fi led a motion seeking 
dismissal of what Siddoway, in her presentations to city offi cials, highlighted as 
one of her most promising cross-claims. This was her argument that the garage 
transaction was a “constructive fraud” in violation of Washington’s Uniform 
Fraudulent Transfer Act (UFTA).

While the UFTA is a complicated law, the gist of Siddoway’s argument was simple. 
It was that Cowles companies, the Spokane Parking Public Development Authority 
(PDA) and the non-profi t corporation that paid $26 million to buy the garage “on 
behalf of” the city, had entered into a “lopsided transaction” that benefi ted Cowles 
at the city’s expense. The developer was the villain, and the city an innocent victim. 
If Siddoway could have prevailed before a jury, the result would have been to 
nullify the garage agreements that delivered infl ated profi ts to Cowles companies. 
(See “Hocus Pocus, Part 3”.)

It’s quite true the arrangement was “lopsided,” but the problem in Siddoway’s 
account is that city offi cials helped make it so.

City documents plainly show that council member Orville Barnes was deeply 
involved in negotiating the terms of the very agreements Siddoway alleged were 
the instruments of the fraud. Those contracts were negotiated with the consent of 
other top city offi cials. (The records show that former city assistant attorney Stan 
Schwartz objected to the most unreasonable parts of the arrangement, including 
the demand that additional Cowles profi ts from the ground lease be paid before 
parking revenues would be used to pay off any loans from the city. But there’s 
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no question the city allowed the agreements to be signed without the changes 
Schwartz recommended.)

“Essentially what the city is arguing,” said Cowles’s lawyer Ladd Leavens when he 
urged dismissal of the claim last September, “is that it defrauded itself.”

Siddoway didn’t have a good answer for that one.

“Didn’t the PDA have council members on it?” Shea asked Siddoway in the midst 
of her oral argument.

“The PDA did have council members on it, yes,” Siddoway replied.

“And your bond counsel,” Shea continued, “was counsel to the PDA?”

The judge was referring to Siddoway’s favorite whipping boy, Roy Koegen.

Siddoway confi rmed that as well.

Leavens won the argument. On January 26, 2004, Shea notifi ed the lawyers in the 
case that he was granting the summary judgment dismissal of the claim, meaning 
the city was barred from even raising Siddoway’s vaunted “constructive fraud” 
at trial. This bleak news was not shared publicly. Councilwoman Rodgers, herself, 
only learned of it weeks later from a Camas reporter who had been following the 
court record.

Shea didn’t fi le a written order explaining his decision on the UFTA. However, 
his open skepticism toward Siddoway’s efforts to position the city as an innocent 
victim would, in short order, prove fatal to the special counsel’s legal strategy. In 
a sense, Laurel Siddoway and John Powers were being caught red-handed by a 
federal judge who was taking a hard look at facts and testimony. He simply wasn’t 
buying the notion that Betsy Cowles had duped the city.

LEWIS’S PREMONITION

More bad news was soon to come. In late February, Shea dismissed the 
city’s two remaining cross-claims (alleging “breach of fi duciary duty” and 
“misrepresentation”) against Cowles companies.

Discussing Shea’s latest rulings with a Camas reporter in early March, Yale Lewis 
predicted emphatically that the city would not take Siddoway’s case in front of a 
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jury.

It wasn’t just that the city’s “offense” had been ripped to shreds when Shea tossed 
out the cross-claims. Lewis also saw an ominous signal from the bench as to the 
city’s defense.

According to the Washington State Securities Act, plaintiffs need to prove 
intentional wrongdoing or recklessness on the part of public offi cials in order to 
obtain a verdict of fraud against public agencies. (Mere negligence is all that’s 
required for a verdict against private defendants like law fi rms and consultants.)

Lewis saw in Shea’s ruling and comments from the bench a clue that even this 
stringent protection wouldn’t shield the city. Betsy Cowles could not be held liable 
for the misdeeds of city offi cials, because those offi cials were warned of the dangers 
of going ahead with the garage deal the way Cowles wanted it done.

“He [Shea] rejected the city’s cross-claims so forcefully and so clearly,” Lewis 
explained, “that it seemed to me to be clear that it was also a view on the city’s case 
as a whole.”

The bondholders’ lawyers saw it the same way. Six months ago, plaintiffs attorney 
Gary Ceriani wrote: “Virtually every aspect of the fraudulent scheme” had been 
well documented by Lewis in a report he gave the city three years earlier. (For a 
copy of the October 2000 Lewis report, click here.)

Through the middle of this year, Spokane has paid Siddoway and her law fi rm $2 
million dollars, apparently to exorcise city hall of Yale Lewis’s ghost. It didn’t work.

END of Part 2

Part 1: “The Mayor’s Confession”

Part 3: “The Parable of the Three Giants”

Articles are researched, written and edited by the Camas staff: Tim Connor, Larry 
Shook and Judy Laddon.
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CITY AND CAMAS SETTLE RPS DOCUMENTS LAWSUIT (OCT 3, 2006)
City agrees to pay $299,000. Apologizes to journalists.

The City of Spokane and Camas Magazine have agreed to settle a landmark 
public records lawsuit  (Connor, Rhubarb Sky LLC v. Spokane) and a related 
action. The 5-year-old lawsuit, which reached the Washington Supreme Court last 
summer, arose out of the magazine’s investigation of the City’s involvement in the 
controversial River Park Square mall redevelopment in downtown Spokane. The 
mall is owned by subsidiaries of Cowles Publishing Company, which publishes 
The Spokesman-Review, the city’s only daily newspaper.

Under terms of the settlement approved Monday night in a 6-1 vote by the 
Spokane City Council, the City agrees to pay costs and legal expenses of $147,000, 
and penalties of $152,000, for a total of $299,000. The City also agrees to produce 
sealed depositions related to the settlement of the RPS securities fraud litigation.

As part of the settlement, the City expressed deep regret for errors in wrongly 
asserting attorney/client and work product privileges as the basis for not 
disclosing several of the public records at issue in the case. It also apologized to the 
reporters who sought the records. [See attached.]

The Camas lawsuit was based on public records requests fi led by Camas 
investigative reporter Tim Connor in January 2000 and April 2001. A portion of 
the case involving hundreds of River Park Square documents (many of which the 
City admitted had been mistakenly withheld) went to trial in January 2005. Camas 
prevailed in that action and Judge Richard Schroeder ordered the city to pay more 
than $100,000 in legal fees and penalties.

The remaining portion of the case--resolved by the new settlement--involved a set 
of more than 80 documents that the City repeatedly withheld from Camas on the 
basis of “attorney/client” and “work product” exemptions to the state’s public 
records law. The magazine’s efforts to obtain judicial review of those documents 
was thwarted by superior court and appeals court rulings that dismissed the claims 
on procedural grounds.

By a 9-0 decision last August, however, the state Supreme Court reversed and said 
a trial was necessary to determine whether the documents were, in fact, illegally 
withheld from Camas journalists and, if so, what penalties and fees should be 
assessed. All of the documents at issue in the case were eventually made public 
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as a result of state and federal court rulings in the River Park Square contract and 
securities fraud litigation in 2001 and 2002.

“It became clear when we fi rst saw these memos in early 2002 that these were some 
of the most important and damning documents in terms of revealing what top City 
offi cials knew about the fi nancial and ethical problems with the River Park Square 
project,” says Spokane journalist and former Camas senior editor Tim Connor. 
“Some of these records conveyed strong messages from Cowles family agents 
about how the family wanted the transaction structured in order to maximize 
Cowles profi ts and limit the risks to the family’s publishing company. As such, 
these records were of immense public importance.”

Breean Beggs, the lead attorney for the magazine, welcomed the City’s decision to 
settle.

“The state Supreme Court’s decision and this settlement demonstrate that fi ghting 
for accountability and transparency is a worthy cause,” said Beggs, whose 
legal team at Spokane’s Center for Justice has worked with Camas journalists 
on the cases since 2001. “Government accountability to its citizens begins with 
transparency and the Center welcomes the City’s decision to honor these principles 
and settle this case.”

Although Connor and his Camas editors Larry Shook and Judy Laddon welcomed 
the settlement, Connor said the belated release of the records may have hurt 
Spokane’s efforts to hold elected offi cials accountable.

“Unfortunately,” he said, “no one will ever know if and how the outcome of the 
crucial 2000 city elections would have been different if we’d had these documents 
when we were entitled to have them and been able to share them with the people 
of Spokane.”

Former Spokane mayor John Talbott, a strong critic of the River Park Square 
project, was defeated in his quest to be re-elected as Spokane’s mayor in 2000. Steve 
Corker, another RPS critic, was defeated by RPS-proponent Rob Higgins in that 
year’s race for council president. Shortly after new mayor John Powers took offi ce 
in 2001, the city dropped civil conspiracy charges against Cowles family real estate 
companies and unnamed city offi cials.

Although the Spokesman-Review has editorialized in support of the Connor/
Camas public records litigation it has yet to publish an article reporting on the 
contents of the documents at issue.
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Previous Camas Public Records Cases Against the City of Spokane

*On October 26, 2004 Spokane Superior Court Judge Salvatore Cozza assessed the 
city $9,490 in penalties and $3,556 in court costs and attorney fees after fi nding the 
city illegally withheld an Internal Revenue Service memo and related documents 
from Camas Magazine.

*On April 5, 2005, Spokane Superior Court Judge Richard Schroeder assessed the 
City $33,260 in penalties and $69,800 in costs and attorneys fees after fi nding the 
city had committed at least 11 violations of the public record act in wrongfully 
withholding hundreds of River Park Square-related documents requested by a 
Camas reporter.

With the conclusion of Monday’s settlement, the City of Spokane (by judgment and 
settlement) will have paid more than $415,000 ($194,750 in penalties and $220,356 
in plaintiffs attorneys fees and costs) to Camas Magazine and its lawyers as a result 
of public records act violations related to the River Park Square project.

For more information contact:

Tim Connor, (509) 838-4580
Larry Shook, (509) 747-8776
Breean Beggs, Center for Justice, (509) 835-5211

To read the City’s apology, click here.

END
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EPILOGUE: A FIGHT FOR THE LIGHT (JAN 1, 2007)
Settlement of Camas public records lawsuit ends an era

The people of this state do not yield their sovereignty to the agencies which serve them. The 
people, in delegating authority, do not give their public servants the right to decide what is 
good for them to know and what is good not for them to know.
--Washington Public Records Act

For the lawyers and staff of Camas Magazine, Monday, October 2, 2006 was the 
end of an era. On that day, the Spokane city council voted to settle the fi ve-year-old 
Camas public records lawsuit and apologize for wrongfully withholding public 
records. So ended an extraordinary journalism experiment.

In the same spirit that drove the three-person Camas staff to begin covering the 
River Park Square controversy in the winter of 2000, this epilogue is offered. What 
follows is the condensed story of a day in court that the public never got. At issue 
were documents that exposed the heart of darkness of the River Park Square deal. 
Those documents contain evidence of the astonishing efforts of city offi cials and 
the Cowles family to bury the truth about an expropriation--it’s hard to think of a 
better word--of tens of millions of public dollars to build a private shopping mall 
for Spokane’s most powerful family.

As much as anything else, this epilogue is meant as an expression of faith in the 
ideals the people of Washington set forth in promulgating their eloquent Public 
Records Act.

The Camas Magazine investigation into River Park Square was prompted by 
reasonable suspicions that the RPS garage transaction was a ruse to use a public 
works project as a secret money pump for a private venture. In hindsight, it’s 
shocking how little we knew when we started. But that’s the way it is with 
journalism of this sort. You start mostly in the dark and work your way toward the 
light.

Everybody involved in the reporting and editing of these stories understood how 
important the journalism was. The owners of River Park Square are the owners of 
Cowles Publishing Company and KHQ-TV and, together, they employ the majority 
of reporters and editors who work in Spokane.

There was a fundamental question, rooted in the Cowles family’s historical 
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infl uence on Spokane government: would the public ever know about the inside 
deals that made RPS possible?

In general, the confl ict between Cowles business interests and Cowles journalism 
was clear. And the specifi cs were sinister. Duane Swinton, the top lawyer for 
Cowles media, was also the real estate lawyer for the Cowleses’s River Park Square 
development. A more blatant confl ict of interest is hard to imagine. To a remarkable 
extent, Swinton was the principal legal architect and ramrod of the convoluted, and 
expertly camoufl aged, River Park Square transactions.

Before he sought to intimidate a Camas reporter and our broadcast partner (KXLY-
TV and reporter Tom Grant), Swinton regularly demanded that public offi cials and 
private consultants keep details of the RPS transactions secret. To put it bluntly, 
there were a lot of facts about the RPS transaction that did not become public 
because they would have been publicly embarrassing to the Cowles family and 
politically deadly for the family’s supporters on the Spokane city council.

The Camas project arrived not long after the Washington Supreme Court delivered 
a controversial 6-3 opinion turning back a challenge to the public subsidization 
of the Seattle Mariners baseball stadium. Although Article VIII, Section 7 of the 
Washington constitution still reads as though it prohibits gifts of public funds, the 
decision in the Mariners case rendered the ban all but meaningless. So long as a 
public agency could cite a public benefi t to subsidizing a venture that enriched 
private developers, the courts would henceforth defer to the agency as to whether 
the investment was reasonable. For a court to fi nd such a transaction to be 
unconstitutional there would now have to be overwhelming evidence of “donative 
intent” or of a “palpable intent” to mislead the public. When the RPS deal was 
legally challenged in 1997, the supreme court simply repeated what it had said 
months earlier in the Mariners case.

“Although [objecting taxpayers] may view the [RPS garage] transaction as an 
unwise use of public funds that unduly benefi ts the Developers,” the court opined, 
“the wisdom of the plan is not for this court to consider.”

A charitable interpretation is that the supreme court punted the issue to Spokane 
voters. Surely the citizenry, served by an open government and a vigorous, 
independent press would sort this out.

Well, not quite.

One need only quote current Spokesman-Review editor Steve Smith to make the 
point about how the city’s only daily newspaper failed its readers: “Ethical lapses, 
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gaps in coverage and editorial hyperbole during the controversy’s early and 
middle years properly damaged our credibility with signifi cant segments of the 
community,” Smith conceded in a May 8, 2005 column.

It is a somewhat self-absorbed confession. This is because the “ethical lapses” 
of The Spokesman-Review also did fi nancial, political, civic and (dare we say 
it?) spiritual damage to Spokane. Moreover, this damage is compounded by The 
Spokesman-Review’s refusal, even under Smith’s editorial leadership, to report on 
many of River Park Square’s most troubling aspects.

“The casino was rigged,” the IRS ultimately concluded about the corrupt fi nancial 
aspects of RPS. It was also rigged by The Spokesman-Review regarding the ability 
of Spokane citizens to understand what was being done to them.

Before her fi rst year in offi ce ended, in 1997 Councilwoman Cherie Rodgers 
sought out and examined River Park Square documents that had been hidden 
from the public. Rodgers says top city offi cials resisted her efforts and then 
wouldn’t let her copy some of the most important hidden records, documents that 
eventually became exhibits in the River Park Square securities fraud case. Former 
communications director Laurie DeVarney recalls that Rodgers’s one-woman 
detective work frightened her city hall colleagues. Rodgers’s review convinced her 
that River Park Square was a massive fraud implicating city offi cials; she became a 
project critic.

In the fall of 1997, John Talbott, another RPS critic, defeated RPS supporter Jack 
Geraghty for mayor.

To its credit, KXLY-TV in the spring of 1998 did a series of investigative reports on 
River Park Square and its striking similarity to Pacifi c Place, a controversial public-
private partnership that built a downtown shopping mall in Seattle. The KXLY 
reporting, under the courageous leadership of news director Paul Brandt, clearly 
made a difference. (It was courageous, because it took on a sacred cow of the 
downtown establishment, the sort of thing that has been known to cost Spokane 
television stations advertising dollars.) The KXLY reporting was at least partly 
responsible for the voter revolution in 1999, when Steve Eugster and Steve Corker 
defeated pro-RPS opponents for city council seats.

So Eugster, Corker, Rodgers and Talbott put a narrow majority of RPS critics in 
control of the city council in 2000. Spokane erupted in political warfare. Critics of 
the Cowles mall called for disclosure and accountability. Their pro-RPS opponents 
used what was left of their power to restrict funding for the RPS inquiry that had 
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been initiated by O. Yale Lewis, the out-of-town RPS special counsel hired by the 
critical majority.

Here, then, was high stakes political drama. Tens of millions of public dollars hung 
in the balance.

The short-lived era of accountability ended with the election of the Cowles-backed 
John Powers to the mayor’s offi ce in the fall of 2000. (What the public would not 
learn until years later is that Betsy and Stacey Cowles had enlisted their public 
relations fi rm in a clandestine campaign to defeat Mayor Talbott.)

Powers had run a clever campaign designed to appeal both to RPS critics and 
those who simply wanted the fi ght over the garage to go away. He demanded 
“full disclosure” from the RPS developer even as he criticized his opponent, John 
Talbott, for being overzealous in wanting to litigate.

Once in offi ce, Powers and his new special counsel, Laurel Siddoway, embarked 
on a new legal and public relations strategy that was nothing short of a new cover-
up. There had been no conspiracy involving city offi cials, they asserted. Instead, 
the city’s problem had been a misbehaving bond counsel, Roy Koegen, whom 
they accused of inducing top city offi cials to sign off on a misleading prospectus 
prepared for garage bondholders.

The real problem, in other words, wasn’t what the River Park Square developer 
and city offi cials did. It was what the city’s 20-year veteran bond counsel did. It 
was all Roy Koegen’s fault.

Given the mountain of evidence to the contrary, the Powers/Siddoway ploy 
was an embarrassingly transparent fairy tale that couldn’t have survived at trial. 
Why? Among other things, as depositions ultimately showed, there wasn’t a 
single elected or public offi cial who would testify that Koegen did what Powers 
and Siddoway said he did. Koegen didn’t induce offi cials to go along with a 
misleading prospectus, the evidence showed. On the contrary. Koegen did exactly 
what city offi cials asked him to do. While that may not have relieved Koegen of 
responsibility, the awkward truth made him a lousy fall guy.

No less an authority than Gary Ceriani noticed this immediately. Ceriani was lead 
attorney for the bondholders in the River Park Square federal securities fraud case.

“When Laurel Siddoway named Roy Koegen as a defendant, I turned cartwheels,” 
Ceriani later told a Camas reporter shortly after Powers and Siddoway amended 
the Talbott/Lewis complaint. “It saved me from doing it.”
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Moreover, the city’s attack on Koegen convinced Ceriani early on that the city and 
its attorneys were not ready for the prime time of defending a securities fraud case 
against several of the world’s most powerful fi nancial institutions.

“Siddoway needed Koegen to be her best friend,” said Ceriani. “When she sued 
him she made him her worst enemy.”

It’s not that The Spokesman-Review and other local media didn’t cover the broiling 
controversy as the RPS garage descended into a fi nancial meltdown leading to the 
ugly federal securities fraud litigation. You could get a near daily dose of “he said, 
she said.”

What you couldn’t get were all the facts, many of which were in black binders 
that moved between the upper fl oors of city hall and the basement. The binders 
contained the “confi dential” River Park Square documents, several of which 
were letters from Cowles attorney Duane Swinton and others that contained the 
notes of meetings--secret meetings--between city offi cials and Swinton and Bob 
Robideaux, who managed the River Park Square for Betsy Cowles. At least one of 
these secret meetings, on October 21, 1996 took place “At Spokesman-Review,” and 
included Swinton, Mayor Jack Geraghty, Councilwoman Roberta Greene and city 
bond counsel Koegen. The fi rst line on the meeting notes reads, presciently, “Legal 
analysis causes problems.”

Messy, very messy, that document. Because it was written by none other than 
Stan Schwartz. Schwartz was the city’s lead attorney for the River Park Square 
project. And it described a meeting--a secret meeting, alas--attended by the 
mayor and a city councilwoman and the city’s bond counsel and the Cowles 
family’s double-duty First Amendment/real estate counsel. And the thorny legal 
problems the document references-how much public money would wind up in 
Cowles pockets with the help of city offi cials--went to the heart of the River Park 
Square controversy. And the seat of government for the important meeting the 
document describes wasn’t Spokane City Hall. It was the offi ces of the Cowles-
owned newspaper that would later confess to “ethical lapses, gaps in coverage and 
editorial hyperbole during the controversy’s early and middle years...”

When Camas Magazine learned about the black binders from city councilwoman 
Cherie Rodgers, we fi led suit under the Washington Public Records Act. At our 
fi rst superior court appearance, on July 12, 2001, Laurel Siddoway, Mayor Powers’s 
new RPS special counsel, explained to the judge that there’d been a mistake. In the 
black binders were nearly 150 River Park Square-related documents that had been 
wrongly withheld from us, Siddoway admitted. Those documents would now be 
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produced. But more than 100 others would still be withheld as “privileged.”

Were they really privileged? Or were they being improperly withheld because of 
the embarrassing evidence they contained? The River Park Square controversy, 
Mayor Powers once promised the public, “is not about a developer who lied, and 
it is not about a City that lacks honor.” It is now painfully obvious that if anything 
was ever capable of proving or disproving the mayor’s reassuring claim it was 
the full contents of those mysterious black binders, and not just the documents 
Siddoway agreed to turn over to us in July 2001. So in January of 2002 we decided 
to move for summary judgment and ask Superior Court Judge James A. Murphy to 
review, in his chambers, the contents of documents the city argued were protected 
by attorney-client privilege and attorney “work product.”

It was just at this moment that one of the more ironic twists of the RPS legal saga 
took place. Because, before Murphy completed his review, Cowles lawyers made a 
different motion. Their argument to Judge Murphy was that since the city council, 
in October 2000, had agreed to publicly release a lengthy memo from Yale Lewis 
(the RPS special counsel ousted by Mayor Powers) to city leaders, the city had also 
waived its privilege with respect to the documents Lewis relied upon.

Responding to this bolt from the blue, Murphy agreed. On March 20, 2000, the city 
released most, but not all, of the remaining “confi dential” documents Camas had 
been after.

As late-Mayor Jim West later admitted to a Camas reporter, what was in those 
documents was devastating to the fi ction Powers and Siddoway were trying to 
sell. The documents show that not only did key RPS supporters on the Spokane 
city council know what they were doing, but also a core group of them were 
almost always acceding to Cowles demands in the face of warnings from staff and 
assistant city attorney Stan Schwartz.

As important to us was our lawyer’s conclusion that most of the documents Judge 
Murphy ordered released in March 2002 were never legitimately privileged. 
They should have been disclosed to Camas in March 2000, two years previously. 
We went back to Judge Murphy and asked for legal fees and penalties for those 
documents we believed should never have been withheld. But Judge Murphy 
agreed with a procedural argument raised by the City that, since it was not our 
lawsuit that caused the release of the records, Camas was not entitled to recover 
fees and penalties. To Judge Murphy it didn’t matter that we were the fi rst to 
request the documents and fi rst to bring suit to force their disclosure.

We appealed. We lost. We appealed again to the state supreme court and on August 
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11, 2005 the state’s high court, in a unanimous decision, agreed with us that we had 
been wrongly deprived of our day in court.

“The trial court and the Court of Appeals erred by denying Connor review on the 
merits of his claim,” the unanimous opinion read. “His claims are not moot since 
fees, costs and penalties are appropriate if he prevails on the merits...”

The justices ordered a new trial in Spokane Superior Court.

While the so-called “Connor 2” case was on appeal, we pursued and obtained court 
judgments in two other public records cases against the city.

In October 2004, Superior Court Judge Sam Cozza ordered that the city pay more 
than $13,000 in penalties and fees for illegally withholding RPS-related documents 
requested by a Camas reporter in March and April of that year. Because the city 
withheld records involving IRS messages to the city for months after federal Judge 
Edward Shea ruled they should be disclosed, Judge Cozza assessed a stiff $50 per 
day penalty for the withholding.

In February 2005, Superior Court Judge Richard Schroeder ruled (in the case we 
began referring to as “Connor 1”) that the city had illegally withheld nine different 
sets of RPS-related documents covered by public record requests that Camas senior 
editor Tim Connor had fi led in 2000 and 2001. Because Judge Schroeder found that 
the withholding was due to “negligence” and not “bad faith”-as we had argued-
he limited penalties to $33,260 in a total judgment of $103,111.90 (that included 
attorney fees and costs). Judge Schroeder’s ruling covered, but was not limited to, 
the documents the city had turned over at our fi rst court appearance in July 2001.

Camas ceased publication in 2004, but our lawsuit involving the most important 
city documents sailed on. It became the last chapter in the Camas story, a 
journalistic ghost ship still out there fi ghting in the thick fog of legal esotery for 
a principle. Namely, that the public does not give to its government the right to 
decide what citizens should and shouldn’t know about what its government is up 
to.

THE CAMAS CASE

There were at least two aspects that set the “Connor 2” case apart from the “Connor 
1” case heard by Judge Schroeder in early 2005. In the earlier case, the City argued, 
and Judge Schroeder accepted, that the City’s disorganization and mismanagement 
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were the reasons that nine sets of RPS documents were wrongly withheld. Thus, 
the judge penalized the city for “negligence” but not “bad faith.”

But the RPS documents at issue in “Connor 2” were records the City admitted it 
made careful and clear-headed decisions to withhold. The argument at trial was 
going to be over whether the City had exercised its legitimate right to withhold 
attorney/client advice, or whether the attorney/client exemption was abused in 
order to hide facts and events that were embarrassing and/or incriminating.

Part of what heightened the stakes of the Connor 2 case is that the city continued to 
withhold the records at issue even as Mayor Powers and his special counsel were 
hard at work trying to rewrite the history of the River Park Square transaction. 
Their purpose was to persuade the public, and more importantly the courts, 
that city offi cials were ignorant or misled by others when they allowed the RPS 
garage transaction to go forward on terms that heavily favored Cowles real estate 
companies while putting city funds at risk. A prime element of this strategy was to 
try to insulate city offi cials from the evidentiary threshold--knowledge of falsity--
required to fi nd the city liable under the Washington State Securities Act.

Under Powers and Siddoway, the city’s legal fi lings ignored clear evidence of the 
city’s fi ngerprints (see “The Case of the Invisible Client”) in trying to put the blame 
on others.

Moreover, former city real estate manager Dennis Beringer insists Siddoway 
upbraided him and questioned his loyalty to the city when he tried to give her 
details about how top city offi cials reacted when he voiced his objections to 
a controversial appraisal method that added millions of dollars to the garage 
purchase price. Siddoway denies Beringer’s charges. (See “The Case of the Invisible 
Client” sidebar, Behind the Scenes.)

It wasn’t until April 2004, years after we’d fi led our records lawsuit, that Spokane 
suddenly dropped its defenses against bondholder claims and admitted liability for 
the city’s role in the allegedly fraudulent bond transaction.

By that time, however, the harm caused by the city’s withholding of the documents 
had been done. You don’t have to kill the news, goes a cynical adage of the public 
relations industry. All you have to do is delay it until it no longer matters. That 
was the inevitable effect of the city’s wrongful withholding of scores of River Park 
Square records. It’s not that Camas wasn’t able to do solid reporting on the RPS 
fi asco without the withheld documents. We were. But there is no question that 
the city’s wrongful withholding of scores of RPS records prevented us from doing 
timely reporting about the depth of Cowles involvement and the complicity of 
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public offi cials in the deal’s two most controversial elements. These were:

1) The garage transaction, which was simply a complicated ruse to transfer well 
over $10 million in completely fabricated “equity” to Cowles real estate companies 
through bond proceeds and future garage revenues, and

2) The HUD 108 loan, whereby the city brokered a $22.65 million loan to Cowles 
real estate companies, which was approved even though the Cowles family was 
resolute in its unwillingness to put up adequate collateral for the loan. Both the city 
and The Spokesman-Review repeatedly misled the public about the loan terms and 
the risks to the city.

THE DOCUMENTS

Below is a sampling of what the records over which Camas was suing the city 
show. First, the garage.

There were three documents, in particular, that Camas and its lawyers planned to 
highlight for the court.

1) A March 26, 1998 memo from Assistant City Attorney Stan Schwartz to W.C. Bell 
of the City’s planning department.

In this memo, Schwartz informs Bell that the River Park Square garage is not a 
public project. This astonishing admission directly contradicts what the city told 
bond purchasers just six months later. In offi cial bond sale documents, the city 
certifi ed to bond purchasers that the River Park Square garage was indeed a public 
project. That qualifi ed it to be fi nanced with tax-exempt bonds, and it illegally gave 
the Cowleses access to cheap public money as a result. Not surprisingly, this false 
certifi cation exposed the city to federal securities fraud charges. And in August 
2001, the federal Internal Revenue Service issued the fi rst of three reports fi nding 
that the garage transaction violated federal tax rules in part because of “the level of 
control of the facility by private parties.” (To see the document, click here.)

Schwartz’s memo came after pressure was put on the city by Cowles attorney 
Duane Swinton, who objected to city reports referring to the garage as a “public 
project.”

Had the city obeyed the law and given us this document when it should have, we 
would have been able to provide voters with a timely expose of a shell game that 
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would ultimately cost them tens of millions of dollars in settling the RPS fraud 
case.

2) A July 13, 1998 memo from Schwartz to his fi le reporting on a meeting he 
attended that day with pro-RPS city council members Rob Higgins, Phyllis Holmes 
and Orville Barnes, City Manager Bill Pupo, Assistant City Manager Pete Fortin, 
City Attorney Jim Sloane and city bond counsel Roy Koegen.

Under Washington’s Open Public Meetings law, agencies can take “action” only 
in open public meetings. Yet, this memo is a record of a secret meeting at which 
Schwartz was illegally “instructed” to take three important actions with regard to 
the garage and loan transactions.

The fi rst action is somewhat complicated because it involved a subtle but important 
change to the “Cowles Publishing Company Guaranty.”

The Guaranty was required by HUD to ensure (since the Cowles family refused to 
give a letter of credit) that, should Congress cut funding for federal block grants, 
that money would still be available to repay the City’s HUD 108 loan. Under the 
terms of the Guaranty, the Cowleses agreed to put Cowles Publishing Company 
funds in an escrow account at HUD’s direction. The catch was that, under terms of 
the Guaranty, the city was also required to put all of its annual block grant funds 
in the same escrow account. And if HUD tapped the account, all the city’s block 
grant money would be exhausted before the fi rst Cowles assets could be touched. 
The change requested by the Cowleses was to be able to remove the publishing 
company funds from the escrow account as soon as an equal amount of funding 
became available through an additional annual appropriation of grant money 
from HUD. In that case, the so-called Cowles Guaranty would be funded not with 
Cowles money but entirely with federal money intended for Spokane’s poorest 
neighborhoods.

Under city council Resolution 95-73, the city council was required to be informed 
and approve of any “material” changes in documents like the Cowles Guaranty. 
But there’s no record that the full council was ever informed of the change that 
Schwartz reports was “agreed” to at this meeting. Nevertheless, the change was 
incorporated into the fi nal version of the Cowles Guaranty, clear evidence of an act 
of secret government.

The second action was an instruction to Schwartz to “ignore” and put aside his 
criticism of the River Park Square garage lease that allowed Cowles companies 
to “take half of the profi ts after revenue and expense items are paid.” Schwartz’s 
criticism was that the Cowleses were selling the garage to a nonprofi t foundation 
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and that it was “not appropriate” for them to continue to receive profi ts from 
garage operations when they no longer owned the garage.

The third action was an instruction to Schwartz not to request or insist that a 
proposed “Bad Boy Provision” be added to the loan agreement between the city 
and Cowles companies that would hold the developer “jointly and severely (sic) 
liable” for “any intentional misrepresentation and fraud” associated with fi nancial 
projections RPS had provided the city to demonstrate its fi nancial feasibility.

Camas lawyers asserted this memo was not entitled to attorney/client privilege 
because, among other things, there are notes (also obtained from city fi les) of a 
7/13/98 phone call from Schwartz to Cowles attorney Duane Swinton clearly 
showing that Schwartz shared each of the three decisions with Swinton. That 
nullifi ed any claim of attorney/client privilege. (To see the document, click here.)

3) An August 25, 1998 memo from Stan Schwartz “to File”

This memo is an important follow-up to the Cowles profi t-taking concerns 
Schwartz had raised in the 7/13/98 meeting. But in this memo, Schwartz took his 
objections even further. He re-emphasized that lease provisions allowing additional 
profi t taking by Cowles companies “did not make sense to me” because “the 
Developer is realizing its profi t through the purchase price [of the garage] and 
should not be allowed to obtain any additional funds.” Schwartz then turned his 
attention on a particularly bizarre feature of the lease--the fact that it would allow 
additional profi ts from garage revenues to be paid to Cowles companies even if the 
public agency operating the garage defaulted on its loan payments to the city. “This 
did not seem appropriate,” Schwartz wrote, “in that debt should be paid before 
any profi t is taken.”

The Internal Revenue Service would later cite these and other excesses in the 
Cowles lease as evidence that the garage transaction violated federal tax rules.

Still, there’s another aspect of this memo, and Schwartz’s July 13, 1998 memo, 
that Camas would have raised at trial in arguing for the fraud exception and 
for “bad faith” penalties for the city’s withholding. Both memos reveal that city 
offi cials were deeply involved in negotiating the garage lease terms even though 
the city was not a signatory to the leases. It is also explosive for the city and RPS 
special counsel Laurel Siddoway because it contradicts her assertion that elected 
city offi cials were not in control of the garage transaction and complicit in the 
fraudulent activities alleged by bondholders. The memo not only undermined the 
city’s defense to securities fraud, but it also confl icted with the charges Siddoway 
was making against other defendants in the litigation. In early 2002--while 
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Siddoway and the city were still withholding these memos from Camas--Siddoway, 
on the city’s behalf, fi led a separate fraud claim in federal court against RPS, the 
Spokane Downtown Foundation and the Spokane Parking Public Development 
Authority. On the city’s behalf, she alleged that the city had been victimized and 
harmed by the terms of the lease. And, yet, these two memos clearly show that 
wasn’t true. The memos prove that elected city offi cials had carefully reviewed 
the lease terms and approved them, even over Schwartz’s objections. As Schwartz 
noted in his August 25, 1998 memo: “It was felt that this matter had already 
been brought before Finance [the city council Finance Committee] and had been 
negotiated by Orville [council and Finance committee member Orville Barnes] with 
concurrence of the City Council.”

The explosive question Camas lawyers would have put to the court in our trial is 
whether Siddoway and the city acted in bad faith by withholding the two memos 
from Camas, while it was accusing other parties of fraud and misrepresentation 
in federal court. Lawyers “owe a duty of candor toward the tribunal.” That means 
they can color their arguments with elan in advocating for their clients’ interest. 
But they can’t knowingly lie to the court. Even in the rough and tumble of our 
advocacy legal system, a lie is a lie. It’s bad. The evidence of these two memos 
appears to catch Siddoway and the city in precisely such a deceit.

In withholding the documents from Camas, the city was required to review them. 
Indeed, Siddoway assured the court that the city had reviewed them and was 
properly withholding them. And yet the documents show that Siddoway and the 
city knew, or should have known, that the city, far from being an innocent victim 
of the RPS developer, the Spokane Downtown Foundation and the Parking Public 
Development Authority, was a willing collaborator in the exorbitant terms of the 
Cowles lease. These memos offer clear evidence that all of these parties worked 
together--”conspired,” in Yale Lewis’s words--to bilk the public of an extraordinary 
handout to the Cowles family.

Camas was going to argue that by withholding these memos the city was violating 
two laws at once: the Public Records Act and its duty of candor toward the 
tribunal. Thus, the public was doubly harmed. Improper withholding of these 
documents represented bad faith in spades. It covered up city actions guided by 
the pro-RPS council majority (1996-1999) that got Spokane taxpayers into the RPS 
mess in the fi rst place. And it covered up efforts of the Powers administration to lie 
about what had been done. Camas wanted the court to punish the city accordingly. 
(To see the document, click here.)

The records in the Camas lawsuit pertaining to the HUD 108 loan of $22.65 million 
were every bit as volatile as the records relating to the garage transaction. At trial, 
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Camas lawyers would have focused on several documents to show how the city 
hid its failed efforts to get more loan security from Cowles agents, and then misled 
RPS critics and the public about how the city was using its own HUD grant money 
to make up for the collateral that the Cowleses, with full city collaboration, refused 
to provide to cover shortfalls in the city’s loan to River Park Square.

1) An August 5, 1997 note from Community Development Director Mike Adolfae to 
Stan Schwartz.

In its entirety the note reads:

“Stan--This agreement was handed out early on to the developer’s representative 
in an initial meeting. Please note security. They stated they would not provide a 
letter of credit. They knew.”

This small document corroborates something Adolfae insisted upon in his 
interviews with Camas reporters--that he had given Cowles agents a copy of HUD 
guidelines calling for an unrestricted letter of credit from the private developer in 
HUD 108 loan transactions. The note suggests that a dispute arose in 1997 about 
whether the city had communicated this requirement to Cowles agents. Whether 
or not it was communicated, it appears from Betsy Cowles’s own correspondence 
that she knew a letter of credit would be an issue. In a March 9, 1995 memo that she 
wrote to RPS project manager Bob Robideaux, Cowles stresses that it is important 
that the “Nordstrom store works on paper for the City” because, “I don’t think 
we can ask the City to swallow the difference between the [Nordstrom rent] 
payments and [HUD 108] loan payments, especially if there is no letter of credit.” 
In a February 1, 1996 memo to her uncle Jim Cowles and her brother, Spokesman-
Review publisher Stacey Cowles, Betsy Cowles reiterates the project ground rules 
that include loan collateral to come from “the assets of Citizens and Lincoln [the 
family real estate subsidiaries that own River Park Square], not Cowles Publishing 
Co.”

This ground rule--a resistance to pledge the assets of Cowles Publishing Co. to back 
the $22.65 million loan from the city--led to what Assistant Attorney Stan Schwartz 
termed the “collateral dilemma” in a memo he wrote to his fi le on October 15, 1997. 
Schwartz tried repeatedly to solve the problem, but he also cooperated with RPS 
proponents on the city council to hide the problem from the public and RPS critics. 
(To see the document, click here. Also see “Inside Job.”)

2) A February 2, 1998 memo from Stan Schwartz to council members Orville 
Barnes, Roberta Greene, and Jeff Colliton, and City Manager Bill Pupo, Community 
Development Director Mike Adolfae and City Attorney Jim Sloane.
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This memo begins to refl ect the pressure building on the city as it gets closer to 
fi nalizing documents between the city and RPS, and the city and HUD. The starkly 
written memo recounts the strong advice the city is getting from Paul Webster, 
a top HUD offi cial in Washington, D.C., about how the city should protect itself. 
Webster was clearly alarmed.

“If the promissory note is payable only if there are suffi cient revenues [generated at 
Nordstrom],” Schwartz writes, “then Mr. Webster considers this a ‘loophole.’”

Webster also begins signaling that he foresees a “gap” in the collateral for the loan 
between what HUD will require and the value of the assets that Cowles real estate 
companies were willing to pledge. If the “gap” is confi rmed by a HUD-required 
appraisal, “the gap will be fi lled by the developer delivering a letter of credit or 
other form of security.” The memo reports that Webster is recommending the city 
seek a “priority” interest in other RPS revenue streams to better secure the loan.

Camas and its lawyers believe this document, which reports the fi nancial warnings 
from a top federal offi cial, was not remotely qualifi ed for “attorney/client” 
privilege protection and was withheld from Camas in bad faith.

3) A February 9, 1998 memo from Stan Schwartz to the city council Finance 
Committee, City Manager Bill Pupo, Deputy City Manager Pete Fortin, 
Community Development Director Mike Adolfae and City Attorney Jim Sloane.

In this memo Schwartz reports on his failed efforts to obtain additional revenue 
sources and loan security from “the developer.” Here Schwartz is sounding an 
alarm that was never expressed publicly by RPS proponents on the city council, or 
other city offi cials.

“Because the City will have the Note paid only through identifi ed revenue 
streams,” Schwartz warns, “the City could fi nd that the developer is making a 
profi t yet the City must use its CDBG [federal block grant] funds in order to make 
payment on the Note and avoid default. This could occur, for instance, if the 
Nordstrom percentage rent falls off but the remainder of the project is strong thus 
providing suffi cient income for the private lenders.”

Schwartz was seeing the future. In 2004, the city lost $1.5 million in its block grant 
funds when they were diverted to pay debt service on the HUD 108 loan to RPS.

The memo is also a crucial piece in the RPS puzzle, because it clearly explains 
the origins and workings of that fi endishly complex document referenced in 
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Stan Schwartz’s 7/13/98 memo: the Cowles Publishing Company Guaranty. 
The purpose of the Guaranty was to fi ll the “gap” that HUD’s Paul Webster was 
concerned about in the phone call on February 2, 1998.

The “gap” most directly affected the city because HUD could (and eventually 
would) simply seize Spokane’s block grant money to repay the loan if the revenue 
from RPS was inadequate. But HUD’s concern was the possibility that Congress 
might cut the block grant program and thus eliminate or reduce HUD’s margin 
of safety on the loan. Absent a letter of credit from the Cowleses, HUD required 
something else of value, or it would not approve the loan to the city. That would 
kill the city’s planned loan to the Cowleses. Finally, after months of secret 
negotiations over loan security, Cowles agents agreed to pledge assets of the 
publishing company.

But they did so in an ingenious way. HUD required a backup escrow account that 
it could call upon at its discretion. But the Cowles Publishing Company Guaranty 
that would make payments to this account had a catch. If HUD demanded 
payments into the escrow account, the Cowles Publishing Company Guaranty 
required that the city put all its available block grant money in the same account. It 
also stipulated that before the fi rst dollar of Cowles collateral could be touched, all 
of the city’s block grant money in the account would have to be paid out.

Schwartz disclosed this remarkable stipulation in the memo and then reported the 
Cowleses’s reaction to his proposal that Cowles Publishing Co. share the risk.

“I suggested, in order to further the ‘public/private’ partnership that the Cowles 
Publishing pledge be mixed equally with the CDBG pledge for collateral purposes. 
This was rejected.”

As with the February 2, 1998 memo, Camas lawyers saw no basis for the attorney/
client privilege that was asserted to keep this document from Camas reporters. We 
would have sought “bad faith” penalties of $100 per day for each of the memos. (To 
see the document, click here.)

4) Bill Pupo handwritten notes of a phone call with HUD’s Paul Webster on March 
31, 1998.

On March 30, 1998, the Spokane City Council met to cast a key vote on the 
resolution, paving the way to approve the HUD 108 loan to River Park Square. 
With Mayor John Talbott and city councilwoman Cherie Rodgers dissenting, the 
council voted to give City Manager Bill Pupo the authority to fi nalize the loan 
documents between the city and Cowles companies, provided there were no 
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“material changes” that affected the city’s risk. It was at this meeting that the public 
learned about the Cowles Publishing Company Guaranty from city councilman 
Orville Barnes. A staunch supporter of the RPS project, Barnes was the city’s 
designated advocate for this critical resolution. His sleight of hand was fast and 
furious as he spoke for several minutes about the collateral for the loan, including 
the Nordstrom store. Barnes concluded by saying the collateral actually had not 
been appraised yet and that HUD needed additional assurance that the collateral 
would be adequate. That extra assurance, he reported, was provided when “the 
developer came forward and said that the Cowles Publishing Company would 
provide suffi cient collateral” to fi ll the “gap.”

A documentary about River Park Square would freeze-frame and replay this scene 
for emphasis. Many close observers of the RPS deal feel its participants should 
be indicted under RICO, the federal Racketeering In Corrupt Organizations Act 
designed to check organized crime. Had a grand jury been empanelled, or had 
a RICO inquiry been launched, this critical moment in the evolution of the RPS 
public/private partnership would almost certainly have received close scrutiny. 
After all, this is how city offi cials helped the Cowles family get access to a $22.65 
million loan and a $1 million grant of federal funds without posting adequate 
collateral.

In any case, Barnes said nothing about the reality of the HUD loan, how the city’s 
block grant money was actually being used to protect the Cowles money. The 
impression Barnes left is that the Cowles Guaranty was real collateral, and that 
it protected the city’s block grant money. But the opposite was true. At Cowles 
insistence, and with the city’s secret agreement, it was public money that protected 
Cowles money.

A crucial fact in the RPS saga is the obscure reason why the Cowles Guaranty was 
in no way, shape, or form collateral for the city’s loan to River Park Square. This is 
because the “Guaranty” could only be activated--to protect HUD, not to protect the 
city--by the HUD administrator, and then only under rare conditions.

And this is what Paul Webster of HUD explained to Bill Pupo on March 31, 1998, 
the day after the city council delegated to Pupo the authority to fi nish the loan 
documents with River Park Square. In his notes, Pupo put asterisks next to the 
two events that, according to HUD’s Webster, would most likely “trigger” the 
requirement of the Cowleses to make deposits into the escrow account. One was 
if Congress terminated the block grant program. The other was if the annual 
allotment of block grant money fell below the annual debt service requirement on 
the loan.
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In short, the conversation recorded in Pupo’s notes should have resolved any 
lingering question about whether the Cowles Publishing Company Guaranty had 
any value for the city. These critical notes show that the Spokane city manager 
knew the Cowles Guaranty to be a subterfuge, one more piece of the elaborate 
fakery that was RPS.

This is a remarkable fact by itself, but even more so in context. A battle was raging 
at the time pitting Mayor Talbott and Cherie Rodgers, on one side, with the RPS 
developer, the pro-RPS majority of the city council, and The Spokesman-Review 
newspaper on the other. Talbott was particularly concerned that the city’s block 
grant money was at greater risk than RPS-proponents admitted. On the Sunday 
before the pivotal March 30, 1998 meeting Spokesman-Review editor Chris Peck 
had, for the second time that year, attacked Talbott as a “civic terrorist” for raising 
questions about the security for the city’s loan to RPS.

Even so, the city, the developer and the developer’s media (The Spokesman-
Review and KHQ TV) would have another chance to set the record straight. This 
would come on July 27, 1998 at a meeting where the city council was asked to give 
its fi nal approval of the loan documents between HUD and the city. But instead of 
clarifying matters, Barnes and city staff only furthered the deception.

To begin with, Community Development Director Mike Adolfae used a slide to 
show how the collateral for the HUD 108 loan to River Park Square worked. On the 
slide, the Cowles Guaranty is positioned above the city’s block grant funds, making 
it appear as though Cowles assets would protect the block grant money. Adolfae’s 
slide showed just the opposite of what city attorney Stan Schwartz communicated 
in his February 9, 1998 memo to the city council Finance Committee.

In that memo, Schwartz reported that “the developer desires the following 
collateral alignment” and then showed the block grant funds positioned above the 
“Cowles Publishing pledge.” That memo told the truth: the city’s block grant funds 
would be taken before the Cowles Publishing funds. Here was more hard evidence 
that city offi cials knew what was true and what was false. What they repeatedly 
told the public was false.

At the July 27, 1998 meeting, Barnes became testy when councilwoman Cherie 
Rodgers sought clarifi cation from Stan Schwartz about how the collateral for the 
loan was coming together. Specifi cally, Rodgers asked Schwartz who would pay if 
the value of the collateral didn’t meet HUD requirements.

“Exactly what he [Schwartz] said,” Barnes interjected, “is that the Cowles 
Publishing Company makes up the difference.”
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That was false.

Schwartz then answered Rodgers by saying that “as Mr. Barnes was pointing out, 
the [Cowles Publishing] guaranty is going to fi ll the gap.”

Neither Barnes, nor Schwartz, nor Adolfae mentioned that the Cowles guaranty 
pointedly stipulated that it was really city block grant funds fi lling “the gap” 
ahead of any assets pledged by the Cowleses. Nor did they mention what had been 
agreed to at the secret meeting just two weeks earlier, that the Cowles Publishing 
Guaranty had been further diluted by the quiet agreement to allow Cowles assets 
to be completely removed from the HUD loan escrow account as soon as additional 
block grant funds were available to take their place.

And while all this was going on, neither RPS developer Betsy Cowles, who was 
also president of KHQ TV, nor her Spokesman-Review publisher brother, Stacey, 
nor Jim Cowles, Betsy’s uncle, to whom Betsy had told the truth in a confi dential 
memo about how family assets would be used in the RPS deal, lifted a fi nger to set 
the record straight. All of this while Spokane’s sitting mayor, John Talbott, stood 
falsely accused of “civic terrorism” by Cowles media precisely because he tried to 
set the record straight.

Remarkably, it was only in September of 2006, as Camas and the city prepared for 
trial, that the city fi nally confi rmed that city manager Pupo--not an attorney--had 
written these March 31, 1998 notes. Only documents containing the legal advice of 
an attorney qualify for protection under attorney/client privilege. And yet Pupo’s 
notes had been withheld from Camas for nearly three years on a claim of attorney/
client privilege. Not only was this a clear violation of the Public Records Act, we 
believe the notes provide key evidence of how the public was deceived about the 
security for the city’s loan to River Park Square. Clearly, the public had a right to 
know about the severe limitations of the Cowles Publishing Guaranty that HUD’s 
Paul Webster communicated to Pupo and other city offi cials. For these reasons, at 
trial, we would have asked the judge to sanction the city the maximum penalty, 
$100 per day, because of the importance of the document and the city’s failure to 
even identify who authored it while it was withholding it from public disclosure.

It’s also noteworthy that this document is one of 18 records that Judge James 
M. Murphy said he reviewed in early 2002 at Camas’s request to see if it was 
legitimately privileged. Despite the fact that the city hadn’t identifi ed who wrote 
the notes or who, if anyone, they were sent to, Judge Murphy concurred that the 
notes were protected by attorney-client privilege. In light of the circumstances, 
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this raises disturbing questions about Judge Murphy’s judicial conduct. (To see the 
document, click here.)

5) An August 7, 1998 memo from City Attorney Jim Sloane and Assistant City 
Attorney Stan Schwartz to City Manager Bill Pupo

This is a lengthy memo that simply identifi es and summarizes “the loan documents 
to be executed” pursuant to the city council’s resolution authorizing Pupo to 
fi nalize the documents. It does, however, offer one important opinion, which is that 
“there have been no material changes which increase the fi nancial exposure to the 
City.”

Camas and its lawyers do not believe this document qualifi es for attorney/client 
privilege because it merely puts in plain language what was in publicly available 
legal documents. If necessary, we would have also argued for the fraud exception 
to attorney/client privilege because, in our view, the statement that there had been 
no material changes to the loan documents is demonstrably false. As previously 
noted, the evidence for this is Schwartz’s July 13, 1998 memo to the fi le in which 
he recounts the secret meeting with pro-RPS council members, city manager 
Pupo, and others where they “agreed” to allow a change to the Cowles Publishing 
Guaranty. Again, the change was to allow the Cowles family to completely remove 
Cowles Publishing Co. money from the HUD-mandated escrow account when 
additional block grant funds were available to fl ow into the account. In such event, 
the Cowles Publishing Company Guaranty would consist entirely of block grant 
funds intended for Spokane’s poorest neighborhoods and, without question, 
increased the city’s risk by literally millions of dollars. (To see the document, click 
here.)

GOOD FORTUNE

For the past fi ve years we’ve been blessed to have the assistance and support of 
Spokane’s Center for Justice and to work with fi ne lawyers who cared as much 
about the public’s right to know as we did. In the foyer outside the courtroom 
where a three-judge court of appeals panel heard arguments on March 23, 2004, 
Nancy Pacharzina, the Seattle lawyer who’d argued for us, stopped, set her 
massive briefcase on the fl oor, and pointed her fi nger at the ceiling.

“If these guys don’t get this, we’re going to the supremes!” she declared. And both 
things came to pass. When the supreme court did hear our case the following year, 
Pacharzina made her fi rst appearance before it. And she argued superbly, with 
passion and humor.
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David Blair-Loy became our lead attorney not long after he arrived in Spokane. 
Blair-Loy not only won the Cozza and Schroeder decisions for us, but also 
helped us win our months-long legal battle with the Department of Housing 
and Urban Development and the Justice Department to gain access to River Park 
Square documents withheld from us by the Department of Housing and Urban 
Development.

David also reviewed our copy. As an editor, he proved dauntingly more than our 
equal.

One of the things that made the high wire act of the Camas project possible was 
that Jim Sheehan, the founder of the Center for Justice, agreed to protect us from 
legal harassment. In military terms, Sheehan legally “covered our six.” It was 
as part of this arrangement that the redoubtable Blair-Loy reviewed our stories, 
checked on our sourcing, often scrubbed our prose to improve its presentation. It’s 
hard to express what David meant to us, and how he contributed, not just to our 
work, but also to our human capacity to push the work forward. David is now the 
top lawyer for the American Civil Liberties Union in the ACLU’s busy San Diego 
offi ce. Spokane’s loss is San Diego’s gain.

Breean Beggs and Bonne Beavers are the lawyers at the Center for Justice 
who guided us to the mediated settlement that brought the Camas saga to its 
conclusion.

Throughout this process, Breean was an inspiring example of light-hearted “right 
stuff.” Just as entomologists can discern the ambient air temperature by the 
frequency ofcrickets’ chirping, we learned to assess our plight by monitoring the 
timbre of his giggles.

Beavers, a native daughter of Texas and a Pulitzer Prize winning journalist father, 
matched our passion for this case heartbeat for heartbeat, adding to it the sagacity 
of a lawyer’s training. Bonne, God love her, an iron-willed slip of a thing, was 
prepared to forfeit a badly needed vacation to take us to trial.

Agreeing to settle the case was a diffi cult decision for us. We had worked very hard 
with Breean and Bonne and the rest of the staff at CFJ to get this case ready for its 
scheduled trial on October 16th, 2006. It would have been the day in court we’d 
fought for since 2002. We were very much looking forward--it’s fair to say we were 
yearning--to present the evidence to Judge Kathleen O’Connor.

But it’s true what they say about litigation: it really is war without the blood. It’s 
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hard to get up for war, harder still to walk away from one you’re committed to 
fi ght. But the latter, whenever possible, is always the wiser course.

According to every lawyer we have talked to--not just ours but many others who 
continue to watch River Park Square deliberations closely--the mediated resolution 
(a $299,000 payout that includes $152,000 in penalties) is a good settlement. With 
the city’s acknowledgement of wrongdoing and apology, it is as protective of the 
public interest as any court outcome was likely to be, so all the lawyers tell us.

Some will undoubtedly complain that the city paid too much to settle a public 
records case. Indeed, that is the position of City Councilman Brad Stark, the lone 
council vote against the settlement. He said that he found it “repugnant.”

But the harsh reality is that trial would have cost the city even more. In pretrial 
fi lings, the city had conceded liability on several records and this guaranteed that 
lawyers on both sides would have to be paid for both the liability and penalty 
phases of the proceedings. Under the law, the city would have been on the hook for 
those fees and costs--not just theirs but ours as well.

Had the lower courts ruled against us on one or more of the key documents, we 
would have taken this case right back to the Washington Supreme Court. Given 
the high court’s earlier unanimous ruling in our favor, we were hopeful that “the 
supremes” would have agreed to hear our case again. If that had happened, the 
city would have faced at least six-fi gure legal costs, a profl igate waste of tax dollars.

The principle, to us, was pretty basic: Democracy doesn’t work without exercising 
the public’s right to know what its elected leaders do and don’t do. Secret 
government is a cancer on any community, and it has left ours badly weakened, 
in need of rehabilitation on many fronts. One of the things we’ve said, repeatedly, 
about the records at issue in this case is that had they been made public when we 
were entitled to them, the outcome of the 2000 city elections in Spokane might have 
been different. It’s not provable. But it’s thinkable and not so far in the past to not 
still lose sleep over.

For the noble fi ght that Camas has been able to wage in the public’s interest, one 
person more than any other deserves thanks. Without Jim Sheehan’s endowment of 
the Center For Justice none of this could have happened.

A veteran attorney and public defender, Jim had the kind of Cinderfella experience 
a few years ago that is the stuff of dreams. He inherited a lot of money. That 
happens all the time, of course, but what Jim did is rare. He made his good fortune 
the community’s good fortune by fi nancing a public interest law fi rm. In an age of 
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historic greed and corruption, Jim Sheehan’s vision, purpose and generosity have 
been a beacon that has sustained us through many a dark night of the soul. For that 
we shall always be grateful to him.

THE END
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INVITATION TO AN AUDIT (JAN 23, 2007)
As The Spokesman-Review looks in the mirror, what will it see?

Did The Spokesman-Review report fairly on the publicly subsidized 
redevelopment of River Park Square, the downtown Spokane, WA shopping mall 
owned by the newspaper’s publisher? That question is the subject of a special 
assignment Spokesman-Review editor Steve Smith has given to the Washington 
News Council.

The news council, in turn, has retained veteran journalist Bill Richards, formerly of 
The Wall Street Journal, Washington Post and Seattle P-I, to conduct the audit.

To assist Mr. Richards in his work, Tim Connor, former senior editor of Camas 
Magazine, recently sent Mr. Richards over 250 River Park Square-related 
documents. These records should offer considerable insight, because for seven 
years Mr. Connor’s investigation of River Park Square has been the gold standard 
of research into this complex and volatile subject. His work, which won and 
contributed to several national journalism awards, can be read on this Web site.

Similarly, anyone wishing to audit the news council’s audit of The Spokesman-
Review will fi nd Mr. Connor’s package helpful. For your own copy of the CD 
Mr. Connor sent to Mr. Richards, write: Richards Package, S.1016 Buena Vista Dr., 
Spokane, WA 99204. Include a check for $15 payable to Tim Connor.

Click here to see Mr. Connor’s letter to Mr. Richards, and the accompanying 
document summary he provided him.

-THE END-
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A NEW RPS FRAUD? (FEB 5, 2007)
Hidden legal advice raises the question

When the City of Spokane settled the bitter River Park Square securities fraud case, 
in December 2004, it never actually admitted wrongdoing. The late Mayor Jim West 
said he wanted to settle, because a retired federal judge told him that the city’s 
defense was weak. (See “Busted” and “The Mayor’s Confession”) And, as former 
city attorney Mike Connelly delicately put it, the city might have been found guilty 
at trial of “contributory negligence.”

But if the city didn’t actually confess to securities fraud, it demonstrably admitted 
to $45 million worth of guilty conscience. That’s how much city offi cials had the 
city’s taxpayers pony up to settle the case.

Like everything else about River Park Square, the way the securities fraud case was 
settled is shady.

Former City Councilwoman Cherie Rodgers spent her entire nine years in offi ce 
trying to break the project’s secrecy, and she took one last crack at it when she left 
offi ce.

Rodgers’s last offi cial act, on December 12, 2005, was to provide Mayor Dennis 
Hession and her fellow council members with an explosive e-mail. It was from 
Gary Ceriani, former counsel to the bondholders who sued over the River Park 
Square garage bonds. When the city bought the bondholders’ case (for $44.8 
million in principle and interest), it also retained Ceriani’s Denver law fi rm.

The rationale behind that settlement was to make Ceriani’s clients whole, then 
retain his formidable services to go after the other defendants in the federal case. 
It might have been a brilliant strategy--if the city had been sincere. Rodgers never 
thought it was.

She considered the evidence insurmountable that city offi cials had participated in 
criminal fraud with River Park Square developer Betsy Cowles. Rodgers had been 
itching to take the witness stand with a wheelbarrow full of documents to explain 
why.
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When city attorneys recommended the city buy the bondholders’ complaint, they 
explained that it would let the city “stand in the bondholders’ shoes.”

“I’m not sure those shoes fi t us,” Rodgers said in voting against the settlement. She 
didn’t think the shoes fi t, because the bondholders’ 91-point “Omnibus Statement 
of Facts” essentially proved that the city had participated in a conspiracy “to divert 
public money for private purposes.” That was exactly the charge of Seattle’s O. Yale 
Lewis, the city’s fi rst River Park Square special counsel.

Rodgers understood full well the predicament of city lawyers. They considered it 
their duty to defend, not Spokane’s taxpayers, but elected offi cials who defrauded 
the taxpayers in a conspiracy with the River Park Square developer.

Rodgers thought it absurd that city attorneys would now hire the very bondholder 
gunslinger who had earlier been stalking the city to go after the city’s “partners” in 
the RPS “public/private partnership.”

Did the city really think that such powerful partners as Cowles real estate 
companies, Prudential Securities, the blue blood law fi rms of Preston Gates & Ellis, 
Perkins Coie and Foster Pepper, and Walker Parking Consultants would all just 
throw up their hands and pay what the city asked?

Rodgers always fi gured that none of the RPS defendants wanted a trial because 
none of them wanted the deal’s dirty laundry hung in public. She considered the 
settlement a $45 million dodge that hung the public, not the deal’s dirty laundry, 
out to dry.

Rodgers knew that Ceriani’s case against the River Park Square developer alone 
was worth $26 million. That’s how much Cowles real estate companies made on 
the bonds’ sale. And yet, under terms of the settlement, when all the concessions to 
the developer were fi gured in, by Rodger’s calculation the developer paid less that 
$400,000 to settle. She says the city council was told repeatedly by the city’s lawyers 
that Ceriani recommended this settlement.

Rodgers contacted Ceriani and asked how he could have made such a 
recommendation. The answer was simple, said Ceriani: he didn’t. He was outraged 
by the suggestion that he had. It sullied his fi rm’s reputation as a representative of 
securities fraud victims.

Ceriani forwarded to Rodgers an e-mail he had sent the city that supported his 
contention. In the e-mail, Ceriani recommended that the city try its case. After all, 
Spokane’s taxpayers had paid a lot of money for it.
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Yale Lewis had briefl y represented Rodgers when the Cowleses sued Rodgers for 
criticizing River Park Square. Rodgers showed Lewis Ceriani’s e-mail and cover 
letter.

“Oh, my God,” said Lewis. “Do you realize what this says? It says, ‘Here’s a loaded 
gun. Be careful how you use it.’”

The loaded gun, obviously, was the e-mail’s evidence that Spokane’s elected 
offi cials had perpetrated an entirely new fraud against the city’s taxpayers. They 
bought for $45 million a case worth $26 million against the River Park Square 
developer, and then they let the developer off for a song. And they breathed nary 
a word to anyone about the pungent advice with which Ceriani concluded his 
e-mail: “go try the damn thing.”

Rodgers was struck by the blunt tone of Ceriani’s missive. And she was 
fl abbergasted that city attorneys had withheld his advice from the council. Today, 
she is even more distressed that more than a year has lapsed since she made the 
mayor and city council aware of Ceriani’s e-mail and nothing has been done about 
it. (Click here to read Ceriani’s e-mail and cover letter.)

RPS AS MONUMENT

Soon after taking offi ce, Cherie Rodgers learned city offi cials went along with Betsy 
Cowles in keeping improper secrets about River Park Square. From that day to 
this, Mrs. Rodgers has considered Mrs. Cowles’s mall a monument to both public 
corruption and the corruption of Cowles media. That corruption and the public 
harm it causes, she believes, has been compounded by the way the securities fraud 
case was settled.

“I hate to say it,” says Rodgers, “but I do believe that Mayor Hession, Mary 
Verner, Bob Apple, Al French, Joe Shogan, and Brad Stark have all committed a 
new fraud on the public by not investigating the cover-up of the Ceriani e-mail. 
Ceriani was going to ask a jury to make Betsy Cowles pay back the $26 million 
the city paid her for the garage. ‘Great strategy,’ they said. So they paid Ceriani 
$45 million for his case. [Rodgers and Bob Apple were the only dissenting votes 
against the settlement.] Then they let Betsy walk for less than $400,000. The way I 
do the arithmetic, that’s a whole new fraud of $25,600,000. This mayor and this city 
council let Betsy get away with a heist that has cost this city’s citizens at least $70 
million.
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“Over fi fty-two percent of Spokane’s general fund budget goes to public safety-
-police and fi re,” Rodgers continues. “The police spend most of their time trying 
to solve property crime, busting meth operations, blue-collar crime. But white-
collar crime goes untouched in this community, and River Park Square is a blatant 
example. What this mayor and city council have done makes me angry and sad. 
Mayor Hession and the rest should have brought [city attorneys] Connelly and 
[Laurel] Siddoway to the podium and demanded an explanation. But they didn’t. 
They looked the other way. I hope the irony wasn’t lost on Ceriani. We bought his 
case for $45 million, then we paid Betsy, she didn’t pay us, and we gave her the 
garage free and clear.”

CONTROVERSY RENEWED

While many in Spokane hoped that the River Park Square controversy would go 
away with settlement of the securities fraud case, it has been given new life by an 
unlikely player: Spokesman-Review editor Steve Smith.

By commissioning an audit of the way the newspaper covered the use of public 
money to redevelop its publisher’s downtown mall (see “The Stench That Won’t 
Go Away” at www.girlfromhotsprings.com and “Invitation To An Audit”) Smith 
has reopened the controversy in the most potentially explosive way. This is because 
a vigorous audit could implicate the Review’s publishers for using their paper as 
an instrument of fraud.

Clearly, no one is more sensitive to this possibility than Cowles personnel. If Steve 
Smith really wants to know the truth about what his owners did, it will put him 
in one of the most awkward, and ironic, positions of any newspaper editor in 
America.

“You can’t feel good about doing this crusading reporting when you feel that it’s 
your employer who you’re crusading against,” former Spokesman-Review reporter 
Oliver Staley once told a Camas Magazine reporter. (See “All in the Family.”)

More recently, in “The Stench That Won’t go Away,” the Review’s senior reporter, 
Bill Morlin, put it like this: “It’s my belief that the newspaper’s coverage of the 
development phases and the public/private fi nancial arrangement surrounding 
River Park Square left a credibility stench that is still lingering in the newsroom 
and the community.”

Does Steve Smith really want to discover where that stench is coming from? Is he 
actually betting his job on his employer’s willingness to have him commission a 
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judgment on their controversial, conceivably criminal, activity?

And the “stench”--can anything really be done about it without the Cowles family 
putting back the public money it took? Or without indictments being issued?

Is Washington News Council president John Hamer really being given a free hand 
to audit the involvement of his colleagues in the controversial River Park Square 
development?

But to acknowledge this basis for skepticism is not to predict that the study Smith 
has commissioned will be in any way dishonest or incomplete. It would be unfair 
to do so. The report deserves the right to speak for itself. Beyond that, there is 
reason to hope that it will be a fi ne piece of work.

This is because of the report’s author, Bill Richards. Mr. Richards is a highly 
respected journalist, a veteran of The Washington Post and Wall Street Journal.

RIVETING DRAMA

Still, the drama surrounding Smith’s audit is riveting. Spokane’s hundred years 
of solitude under the infl uence of Cowles media could be brought to a noisy end 
by its fi ndings. For a hundred years, the Cowles family has been the gatekeeper of 
what Spokane’s citizens get to know about how the family uses its media to cover 
its extensive Inland Northwest business affairs. Never was that more true than 
during the Cowleses’s publicly subsidized redevelopment of their posh new mall.

Now, Smith has brought in outsiders to set up a gate in front of the gatekeepers’ 
estate.

At least one party appears to be uncomfortable with this arrangement. The news 
council’s Hamer told me that Chris Peck, Smith’s predecessor, sent him an e-mail 
objecting to the news council’s study. Richards told me that Hamer had informed 
him of Peck’s worries. Peck was, in effect, the Cowles gatekeeper as his employers, 
behind a phalanx of dubious confi dentiality agreements, accessed tens of millions 
of public dollars to redevelop their valuable downtown real estate.

On September 19, 2006, I e-mailed Peck, who is now editor of the Memphis 
Commercial Appeal, requesting a copy of his earlier e-mail to Hamer. If he no 
longer had a copy, would he allow Hamer or Richards to share their copy with me? 
I asked.
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“Larry, Got your note,” Peck wrote right back. “My correspondence to John was 
private, and labeled so.”

MOUNTAINOUS FACTS

Given the mountain of facts now known about River Park Square, it seems likely 
that, one way or another, The Spokesman-Review and the Washington News 
Council are about to make history.

To assist Richards in his work, Tim Connor, former senior editor of Camas 
Magazine, recently sent Richards more than 250 River Park Square-related 
documents. (See “Invitation to an Audit” for information about obtaining Connor’s 
document package.)

The story that emerges from these records is nothing more than a Readers’ Digest 
version of the saga of the Cowles mall. But even in this abbreviated form, neither 
the River Park Square developer nor The Spokesman-Review during editor Chris 
Peck’s watch thought the public was entitled to know about it. (Maybe that’s why 
Peck apparently feels unsettled by Smith’s audit.)

Until Camas started digging into the story, and until the discovery phase of the 
federal securities fraud case, most of these records existed like mushrooms in the 
deep shade of Cowles media.

To take one example of the material Connor sent to Richards, consider the March 
20, 1998 “Confi dential” letter Cowles attorney Duane Swinton sent to assistant 
city attorney Stan Schwartz. Swinton served the Cowleses as both the real estate 
attorney for the family’s River Park Square mall and First Amendment attorney for 
the family’s Spokesman-Review newspaper. Schwartz, the city’s lead attorney for 
River Park Square, joined the Cowles law fi rm for which Swinton works just as the 
River Park Square deal blew up into a fi nancial scandal.

This particular letter, Connor wrote Richards, “reveals several things that are 
important to understanding Mr. Swinton’s role and how it compromised the 
newspaper’s journalism responsibilities. To understand the stakes involved it helps 
to start with the S-R’s account, on April 3, 2004, of how Chris Peck understood 
the Nordstrom lease and how he defended not publishing the 11/20/97 Sloane/
Schwartz memo [summarizing some of the lease terms and risks] about it after the 
memo was leaked to the newspaper. In the article, Mr. Peck is quoted as saying he 
found Mr. Swinton’s ‘argument persuasive’ that the Nordstrom lease was a private 
document, and ‘we weren’t in the business of wrecking someone’s business plan.’ 
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What Mr. Peck either didn’t understand or wasn’t told by Mr. Swinton, is how 
profoundly the Nordstrom lease ensnared the city in a truly impossible situation 
that put literally tens of millions of public dollars at risk and, as importantly, 
exposed the city to securities fraud...”

Connor’s summary offers invaluable insight to anyone trying to understand how 
the Cowleses used their newspaper to cover the use of public money in their mall.

Moreover, this one record, like so many other once-suppressed River Park Square 
records, is a strand of the deal’s DNA. Swinton’s “persuasive argument” wasn’t 
persuasive at all, Camas argued in its successful $299,000 public records lawsuit 
against the city. The secrets Swinton wanted the city to keep were protected under 
confi dentiality agreements that Camas argued were plainly illegal under state 
law. And his employer’s “business plan” that Peck didn’t want to “wreck”? It, 
too, was illegal under federal securities and tax laws. The city effectively admitted 
that when it settled the RPS securities fraud case in a way that, as Rodgers sees it, 
directly compromises quality of life and public safety in Spokane by cutting into 
vital services.

This is just one place--how city offi cials worked with the Cowleses to give them 
access to $23 million of federal HUD money--where evidence suggests that illegal 
activity could be at the very heart of the RPS deal. Here’s why.

DUBIOUS LEGAL ADVICE

On November 20, 1997, city attorney Jim Sloane and assistant city attorney Stan 
Schwartz wrote a memo to the mayor and city council laying out risks of the HUD 
loan. But the city attorneys warned their employers--the council and mayor--
that they couldn’t share the memo with their constituents because it contained 
information that the developer considered proprietary. The memo, warned city 
attorneys Sloane and Schwartz, was confi dential, protected under attorney/client 
privilege.

There were so many things wrong with that legal advice it’s hard to know where to 
start. Take just two of the more obvious ones.

First, the “privilege” in attorney/client privilege is owned by the client, not the 
attorney. Lawyers learn that in the fi rst year of law school.

So Sloane and Schwartz had no basis for telling their clients that they had to keep 
the memo secret. That they did raises the question of whether they were guilty 
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of legal malpractice, if not something much worse. Obviously, the argument 
could have been made--perhaps should have been made by Sloane and Schwartz 
themselves--that the council and mayor had not just the right to share this frank 
memo with their constituents but the legal duty to do so.

After all, it was public money at risk.

And the council and mayor had been elected by the public, not the Cowles family.

And Sloane and Schwartz worked for the public. It wasn’t Cowles Publishing Co., 
or Cowles real estate companies, signing their checks.

Second, as Camas argued in its public records case, the secrets embedded in the 
11/20/97 Sloane/Schwartz memo--and in the confi dentiality agreements that 
elected city offi cials signed with the developer, and that city attorneys told them 
they had to honor--were themselves illegal under the Washington State Public 
Records Act.

How could city offi cials and city attorneys agree to keep secrets with the developer 
about how they were handing over public money to the developer--especially in 
a state where the constitution prohibits giving public money to private parties for 
private purpose? And how did The Spokesman-Review cover these questions?

These would be good questions for Richards to ask.

Here is no mere can of worms, but a veritable 55-gallon drum of them. Richards 
and the news council have to muck through it if their report is to be credible.

PLUGGING A LEAK

This is because someone leaked the Sloane/Schwartz memo to the press. The 
leaker, who self-identifi ed to me long ago, fi rst gave the memo to Spokesman-
Review reporter Kristina Johnson. Under the terms of the leak, Johnson was to 
be the only one at The Spokesman-Review who would ever know the leaker’s 
identity.

What happened next goes to the heart of darkness of this sordid tale. Spokesman-
Review editor Chris Peck squelched the volatile Sloane/Schwartz memo. He 
overruled the objections of some of his reporters and editors and wouldn’t let the 
memo be printed in his paper. But he didn’t make that decision by himself, he told 
me for “All in the Family.” The hard-worked Duane Swinton, The Spokesman-
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Review’s First Amendment attorney, the Cowles family’s River Park Square 
attorney, advised Peck not to publish the memo. And then Peck got a second 
legal opinion, he told me. It came from Les Weatherhead, Swinton’s partner in the 
Witherspoon Kelly law fi rm. Weatherhead, also an attorney for River Park Square, 
fi gured prominently in defending the developer against the securities fraud 
charges.

In other words, the same Chris Peck, who twice savaged Mayor John Talbott in 
print for being a “civic terrorist” for criticizing the HUD loan, knew that concerns 
of the city’s own attorneys supported the mayor’s position. And yet he kept 
silent about his brutal political character assassination. And his First Amendment 
attorney, who advised him against publishing the memo, has kept silent about it, 
too. (Swinton still serves the newspaper as its First Amendment attorney, because 
Smith can’t fi nd a better alternative. See “The Stench That Won’t Go Away.”)

And since the details of this incident appeared in “All In The Family” in the spring 
of 2001, Spokesman-Review publisher Stacey Cowles has kept silent about it. And 
his sister, River Park Square developer Betsy Cowles, has kept silent about it.

After the Sloane/Schwartz memo appeared in the offi ces of The Spokesman-
Review, the paper’s reporters hid it offsite. They stashed it in the offi ces of Spokane 
attorney Bill Powell, who represented the paper’s in-house editorial union. This 
action, of course, would have forever remained one of the deal’s countless secrets 
under the hallowed principle of attorney/client privilege, except for one thing: a 
disgusted Spokesman-Review reporter told me about it on condition of anonymity.

It would be bad enough if the story ended there. But it doesn’t.

Next, the leaker gave the memo to The Wall Street Journal. The stench of River 
Park Square’s paper trail now ripened inside city hall. City manager Bill Pupo 
asked the mayor and city council to sign sworn statements that they had not leaked 
documents to The Wall Street Journal. Only Mayor Talbott and Councilwoman 
Rodgers refused.

On December 21, 1998, city attorney Sloane wrote a memo to the mayor and city 
council alerting them to a “signifi cant risk of liability for the City of Spokane.” 
The risk came from the leak to The Wall Street Journal of Swinton’s March 20, 1998 
letter to city attorney Schwartz.

In that letter, Swinton laid out various terms of the Nordstrom lease that the 
developer wanted kept out of the public eye.
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SWINTON’S FORESIGHT

“The contents of this letter, since it contains confi dential leasing terms, is subject to 
the terms of the Confi dentiality Agreement previously executed by the City, and its 
contents shall not be disclosed to any third party.”

Here’s what’s awkward about Swinton’s demand: such third parties included 
prospective purchasers of the River Park Square garage bonds and the IRS.

“As I have indicated, release of the specifi c terms of the Nordstrom lease... would 
be absolutely devastating to this project,” Mr. Swinton concluded his letter.

He was right about that. Four of the nation’s most powerful fi nancial institutions 
later pointed out that they would never have purchased the RPS garage bonds 
if the public subsidy of Nordstrom, hidden by the city and developer, had been 
disclosed to them. Under federal securities law it had to be disclosed to them. That 
was one of the 91 listed reasons they gave for suing the city, developer and others 
for securities fraud.

Swinton was also right, because, as the IRS eventually ruled, the hidden terms of 
the Nordstrom lease was one reason the RPS garage bonds didn’t qualify for the 
tax-exemption with which they were sold.

(Click here to see the Nov. 20, 1997 Sloane/Schwartz memo, and March 20, 1998 
Swinton letter, and the Dec. 21 1998 Sloane memo.)

Nordstrom’s leasing conditions gave it too much control of River Park Square for 
it to qualify as a tax-exempt public project. But assistant city attorney (now Cowles 
law fi rm attorney) Schwartz already knew that. In a March 26, 1998, memo to W.C. 
Bell in the city’s planning department, Schwartz said so.

“Thus, it is my conclusion that the redevelopment of River Park Square is not a 
public project as that term relates to a defi nable legal interest in the structure...,” he 
wrote.

(Click here to see the memo.)

And yet, in his 12/21/98 memo, Jim Sloane, Stan Schwartz’s boss, was warning 
his clients that the leak to The Wall Street Journal was illegal, “because it is a clear 
breach of the confi dentiality agreement between the City of Spokane and the 
developer of Riverpark Square. lf this disclosure results in a serious disruption 
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in the development of the project, the developer has indicated they will pursue 
a claim against the City of Spokane and any individuals who may have been 
responsible for the disclosure of this confi dential and proprietary information.”

If that happened, Sloane noted ominously, the city wouldn’t defend them. Both 
Talbott and Rodgers felt that Sloane was telling them that if they didn’t go along 
with secrets they feared were illegal, if they didn’t go along with what Sloane’s and 
Schwartz’s own written legal opinions suggested could be a multi-million dollar 
public fraud, the city wouldn’t defend them. That meant the city’s elected leaders 
would have to face the wrath of what was arguably the criminal enterprise of 
Cowles media, Cowles money and Cowles lawyers on their own. By then, everyone 
knew how Mayor Talbott, the “civic terrorist,” had fared with the fi rst of those 
threats. Just how real were the others would become clear when the Cowleses sued 
elected offi cials for criticizing their use of public funds to redevelop their mall.

THE NEWSPAPER’S WITCH-HUNT

But the volcano of the Cowles mall was still just rumbling. On January 8,1999, it 
erupted. The Wall Street Journal made the River Park Square controversy its lead 
story that day. And it prominently quoted from the bootleg Sloane/Schwartz 
memo.

The Spokesman-Review responded by launching a witch-hunt. “Culprit Sought In 
Leak of Lease,” began the headline of its February 13, 1999 story responding to the 
Journal’s story. “River Park Square Attorney Wants Judge to OK Questioning of 
City Offi cials Under Oath.”

The story that followed was the reddest of herrings. It quoted Swinton saying 
the developer was going to court to explore bringing contempt charges against 
whoever leaked the documents in question. The developer wanted to “protect the 
legal process,” he said.

The story noted that the Nordstrom lease had been ruled confi dential by Superior 
Court Judge Linda Tompkins “as long as the loan guarantee was pending.”

Whoops.

That little clause about the pending loan guarantee was a problem. Because there 
was a secret behind the Cowles request to use $22.65 million of the city’s HUD 
money to redevelop their mall. The Cowleses did not want to pledge the private 
collateral for that loan recommended by federal guidelines. And the family didn’t 
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want the public to know that it wasn’t putting up collateral.

There was also a problem with the story’s suggestion that the “court-protected” 
Nordstrom lease had been leaked to the Journal.

As with so many, if not most, Spokesman-Review stories about the Cowles mall, 
the facts in this one were a few degrees out of alignment. Not many, just enough to 
conceal critical misrepresentations that raise questions about whether the Cowles 
redevelopment turned on fraud.

First, the Nordstrom lease itself hadn’t been leaked to the Journal, only the 
city’s memo. I know that, because the leaker told me. Besides, if the Journal had 
obtained the actual lease, why would it have contented itself to merely quote from 
memoranda about it instead of the document itself? Under the laws protecting the 
public’s right to know, the Journal was entitled to publish the lease or the memo so 
long as it hadn’t obtained them illegally.

First Amendment expert Swinton knew that as well as anyone. He also had to 
know it would have been basically impossible for the Journal to get its hands on 
the lease. This was because Swinton kept it under lock and key in his offi ce. Even 
city bond counsel Roy Koegen, Koegen told me, had done as ordered and turned 
over his copy of the lease to Swinton.

No, what had been leaked to The Wall Street Journal were memoranda containing 
details about the Nordstrom lease. That’s a very different thing. Again, Swinton 
had to know as well as anyone that the “legal process” was not on his side in 
keeping the memos secret. He simply had no legal standing to do so.

NASTY PROBLEM

But there’s an even nastier problem here, and that’s what the developer told Judge 
Tompkins in asking her to cloak the Nordstrom lease until after the HUD loan 
guarantee had been completed. Did the developer tell the judge that the Cowles 
family was refusing to provide the collateral for the HUD loan recommended 
by federal guidelines? And that the developer wanted the public to provide this 
collateral, and that city offi cials were secretly going along?

And did the develoepr tell her that the Cowles family wanted the court, too, to 
keep these secrets--these secrets that raised questions about whether a $23 million 
federal loan was being fraudulently obtained with the full complicity of city 
offi cials? (See “Inside Job.”)
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If so, it raises questions about Judge Tompkins judicial conduct. If not, it raises 
questions about whether the developer perpetrated a fraud on the court by 
withholding this critical information.

Either way, this is an important incident for The Spokesman-Review audit to 
explore.

Tellingly, “Culprit Sought” made no mention of the Sloane/Schwartz memo. So 
the readers of The Spokesman-Review did not get to know that the public’s own 
lawyers were worried about the dangers of the HUD loan to the family that owned 
The Spokesman-Review, much as their “civic terrorist” mayor was.

That the “Culprit Sought” story and Sloane’s stern warnings to the council 
about keeping the developer’s secrets were never more than bluffs is suggested 
by how the fl ap was resolved. Councilwoman Rodgers hired her own lawyer, 
Frank Conklin, to defend her. Conklin wrote a courtly letter to Sloane. The whole 
matter disappeared, as if by magic. Conklin’s legal bill to Mrs. Rodgers was 
$800--probably not enough to cover what the River Park Square litigants spent on 
Kleenex--and he wrote that off.

BUSINESS AS USUAL

The dots of this story that The Spokesman-Review has yet to connect, even under 
Smith’s leadership, show that the way the city settled the securities fraud case 
appears to be effectively an admission to the conspiracy charges made by Yale 
Lewis. Given the city’s admissions, the “stench” hovering over The Spokesman-
Review’s conduct, and the devastating RPS evidence that has surfaced, the 
question now would seem to be whether the conspiracy rises to the level of 
criminal conduct.

And that’s why the ghosts of River Park Square continue to howl, even though 
Cowles media keeps ignoring their cries. Richards’s report could--should--give the 
ghosts a microphone. What might result from that is anyone’s guess.

The evidence is simply overwhelming that there is probable cause to investigate 
whether the public/private architects of River Park Square knowingly kept 
illegal secrets that allowed the developer to misappropriate tens of millions of 
public dollars. And, because of the way the case was settled in 2004, the statute of 
limitations governing such an investigation was arguably restarted at that time.
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Asked what she expects to come of Steve Smith’s audit, Rodgers said: “The jury’s 
still out for me. I haven’t given up on Smith yet. Spokane didn’t get this way 
overnight.”

Still, she notes the irony that The Spokesman-Review never reported on the messy 
Ceriani e-mail.

“Mike Prager [the paper’s city hall reporter] was sitting right there in the front 
row when I handed the memo out,” says Rodgers. “He never asked for a copy of 
it, never asked me about it, the paper has never reported on it. That seems like 
business as usual to me.”

THE END
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THE VERDICT (JULY 10, 2007)
Did the Washington News Council distinguish or disgrace itself with its report 
on Spokesman-Review coverage of River Park Square?

To evaluate the Washington News Council report on how The Spokesman-Review 
covered its owners’ shopping mall, River Park Square, Camas senior editor Tim 
Connor did what he has done in the seven years he has followed this story: he 
examined the record. This is his specialty. In the world of reporters, Connor is what 
is variously known as a “documents man,” or “doc guy.”

Not to put too fi ne a point on it, doc guys are nerds. God love them. Not everyone 
else does. In their rarifi ed world, Connor is an uber nerd.

This is largely why the federal government’s fearful tax collector, the IRS, quoted 
from Camas reporting in one of its fi ndings that the City of Spokane-backed 
municipal bonds that bankrolled the Cowles mall violated tax code.

It’s why the city’s fi rst special counsel for River Park Square, Seattle’s O. Yale 
Lewis, said he was aided in his work by Connor’s reporting. (Based in no small 
part on evidence uncovered by Connor, Lewis concluded that city offi cials had 
entered into a civil conspiracy with Cowles real estate companies to improperly 
divert public money for private purposes.)

It’s why the lead plaintiff attorney in the federal River Park Square securities fraud 
lawsuit asked Connor if he would be kind enough to share various documents 
from his research. As a doc guy, Connor considered himself a custodian of public 
property; he made a practice of sharing his document cache with anyone who 
wanted to see it. (Indeed, that was a major feature of the Camas enterprise.) The 
attorney, Denver’s Gary Ceriani, said after he had recovered his clients’ money that 
he wished he could begin every securities fraud lawsuit “at Tim Connor’s kitchen 
table.”

Facts, according to the doctrine of ipso facto, are supposed to be able to speak for 
themselves. They can’t, of course, unless someone fi nds them and presents them 
and gives an audience the opportunity to decide for itself what they mean. That’s 
why doc guys are so important to the ecology of democracy.

What does the News Council’s report mean? Only what you say it means.
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“How can you tell if pitches are balls or strikes?” the fan asked the baseball umpire. 
“Easy,” said the ump. “They ain’t nothin’ until I calls ‘em.”

In Connor’s four-part reporting package on the News Council’s study, he calls 
the pitches as he sees them. But he makes the calls in a way that lets you share the 
umpire duties with him. His examination of the record is like a medley of replays 
from cameras scattered around the stadium. Thanks to his documents work, you’ll 
be able to tell pretty easily whether you agree with him.

Tim Connor’s Reporting Package

ARTICLES
“Ethical Lapses and Errors”
“Right in Your Face”
“Swinton versus Swinton”
“Commentary”

REFERENCED DOCUMENTS
Sept. ‘99 Confi dentiality Agreement
Associated Press Managing Editors Statement of Ethical Principles
IRS Letter to Connor
Society of Professional Journalists Code of Ethics
Tim Connor’s List of Errors in Washington News Council Audit
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THE SLEEPING DOGS OF RIVER PARK SQUARE (JULY 12, 2007)
A lawyer’s letter stirs them

On June 28, 2007, Laurel Siddoway, special counsel to the City of Spokane for 
River Park Square, emailed a letter to Camas protesting an article the magazine 
published in February, “A New RPS Fraud?” Siddoway made an unusual request: 
“I trust you will have the decency to publish this letter on your website as 
prominently as the story that calls out for this correction,” she wrote. (To see her 
letter, click here.

I viewed that as a request to appropriate the editorial space of the publication, not 
just have a letter to the editor published. I emailed Siddoway that I would honor 
her request but that I would accompany her letter with the editorial comment I felt 
it deserved. Accordingly, I asked her some questions. (Click here to read my email.)

I did not hear back from Siddoway until today, July 12, 2007. (Click here to read 
Siddoway’s follow-up email.) In any case, with this posting I am satisfying 
Siddoway’s request to give her letter the prominent display she requested.

Siddoway’s correspondence wakes some of the more surly sleeping dogs of the 
River Park Square scandal and displays an extraordinary disregard for painfully 
obvious facts. In the space of a few paragraphs, Siddoway’s June 28 letter 
manages to obfuscate both the heart of the RPS fi nancial scandal and her role in its 
resolution.

The heart of the RPS scandal is what Siddoway’s predecessor, Seattle’s O. Yale 
Lewis, called a “civil conspiracy” between the RPS developer and city offi cials. 
The conspiracy Lewis alleged was to improperly “divert public money for 
private purposes.” Think about that: a city’s own lawyer blowing the whistle on a 
conspiracy between a developer-who also happens to control Spokane’s news-and 
public offi cials who have legal and moral duties to represent their constituents. The 
contents of this Web site serve as a documentary monument to the conspiracy that 
Lewis alleged, and which plaintiffs in the RPS securities fraud case described in 
their 91-point Omnibus Statement of Facts. (See “Fraudville, USA.”)

The plaintiffs detailed the RPS fraud with such embarrassing thoroughness that the 
city bought the case from them, settled with them, and then promised Spokane’s 
citizens to use the complaint’s overwhelming evidence against non-settling 
defendants. First among those defendants, of course, was the RPS developer.
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The city didn’t just buy the bondholders’ complaint. It also hired the bondholders’ 
attorney, Gary Ceriani of Denver. In the RPS drama, Ceriani can be likened to 
Wyatt Earp-a tough enforcer whose job is to recover money stolen in securities 
fraud. Ceriani is considered good enough that some of the nation’s top fi nancial 
institutions turn to him in cases like this. It’s worth noting that one of Ceriani’s 
clients in the RPS case, Vanguard, makes a pretty big deal of integrity in its 
advertising.

The Camas article-to which Siddoway’s curiously tardy letter responds-notes that 
the RPS settlement cost Spokane’s taxpayers about $45 million in a new bond sale. 
So it seemed like, in hiring Ceriani and buying his case, the city was ready to get 
tough with its erstwhile partner, the RPS developer.

For me, that impression was further underscored by Ceriani during one of my 
many interviews with him. He told me that he was glad to help Spokane, because, 
“I am personally offended by what Betsy Cowles did.” Betsy Cowles is the RPS 
developer.

Ceriani told me that his case, after selling it to the city, was simple. He would stand 
before a jury and give it a brief tutorial on some of the fi ner points of securities 
law. Like: you can’t lie in a bond prospectus. And: you can’t hide material facts 
that bear on investors’ risk. He was then going to select from his 91-point Omnibus 
and show jurors the evidence that this is just what the RPS developer and other 
defendants did, again, and again, and again... He told me the evidence in his 
Omnibus was simply showy overkill. He expected to win the case on two points 
alone, the ones dealing with the lies told about the $23 million HUD loan to the 
Cowles family (see “Inside Job” and “Scenes from the Inside Job”) and the hidden 
AMC crisis, in which the loss of nearly half the revenue needed to pay off the 
bonds was buried by a fascinating cast of characters. (See “Under the Infl uence.”) 
Ceriani was going to tell jurors that the city admitted its mistakes and paid for 
them. Now it was time for the other defendants to do the same thing. He was going 
to ask a jury to make the RPS developer disgorge the $26 million it was paid for the 
garage.

I asked Ceriani if he would have settled the case without going to trial. Of course, 
he said. He would have settled with the RPS developer for $15 million, he said, 
maybe as low as $13 million, assuming the total value of contributions from the 
other defendants-blue chip deep pockets like Prudential Securities, Preston Gates 
and Ellis, etc.-justifi ed it.

“The gist of your story is that Mr. Ceriani’s ‘explosive’ email addressed and 
assailed terms on which the City settled with the Cowles,” wrote Siddoway.
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No, I wouldn’t say that’s the gist of the story. I would say the gist of the story is 
that Siddoway stands accused of lying to her clients, city offi cials, by one of her 
own clients, ex- Councilwoman Cherie Rodgers. I agree that Ceriani’s insistence 
that he wasn’t even consulted about the terms of any proposed settlement certainly 
adds to the dubious circumstances surrounding the settlement. I mean, why would 
you buy Wyatt Earp’s case and then quietly drop it in the dumpster behind city 
hall, without telling Mr. Earp?

How did Ceriani feel about the actual settlement? Because of attorney/client 
privilege surrounding his continuing work with the city on the Prudential appeal 
portion of the securities fraud case, he will only say that the settlement’s terms 
“stunned” him.

Ceriani was so upset when he learned how the city settled with Cowles that he 
walked into the offi ce of a colleague and uttered a string of obscenities. “You can’t 
print what I said,” he told me.

In the article Siddoway complains of, Rodgers says that the $26 million claim 
against the RPS developer, for which the city paid $44.8 million in principal and 
interest, in effect had a net value to the city of less than $400,000. That was because 
of the way the case was settled. This is the “new RPS fraud” Rodger says was 
committed. She considers it a fraud against the citizens of Spokane, and she blames 
Siddoway because of the way she says Siddoway fooled the city council into 
believing that Ceriani recommended the settlement.

“I have no idea where a $400,000 fi gure comes from,” Siddoway writes. But she 
suggests that she might at least have a hunch when she adds: “The City conceded 
in the settlement agreement ... that the portion of the settlement reasonably 
allocated to the bondholder litigation was $2 million.”

Translation: the city admitted that it was settling the $26 million claim against the 
developer, the claim it put on Spokane’s taxpayers’ tab for $44.8 million, for... $2 
million. As part of the settlement, infuriating to Rodgers, the city also agreed to 
pick up the tab on the more than $1.6 million in property taxes the county wanted 
to collect on the Cowleses’s RPS garage. The county said the Cowles garage wasn’t 
a tax-exempt public facility. That, after all, echoed what the IRS said. The federal 
government wanted to collect taxes on the garage’s bonds. Spokane County 
wanted to tax the garage itself. And the city agreed to pay the county’s taxes, if it 
came to that. That’s where Rodgers got her net value of the Cowles settlement of 
less than $400,000.
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The strange thing about this particular bit of charity-paying taxes Cowles real 
estate companies might owe to the county-is that it was not repeated with regard 
to the federal taxes demanded by the IRS. The city worked out a deal whereby 
Preston Gates and Ellis would quietly pay those taxes, if it came to that. And it did. 
(See “The Verdict.”)

That the Washington state appeals court ruled in late June 2007 that the garage was 
a public facility, and so didn’t owe county taxes, created an anomalous situation. 
The IRS, arbiter of things taxable in these United States, ruled that the garage was 
taxable; the federal taxman collected taxes owed on the Cowles garage. Washington 
judges reached the seemingly secessionist conclusion that the garage isn’t taxable; 
Spokane County will not be paid.

Siddoway apparently believes that the value of the Cowles settlement was much 
greater than Rodgers believes, because, “The City’s $22.65 million HUD loan 
obligation was fi nally guaranteed by the Cowles and ultimately defeased by them.”

Rodgers rejects that argument, because she says Siddoway’s clients-elected and 
hired public offi cials-lied to Spokane’s citizens and lied to bond purchasers and 
helped the developer fraudulently obtain the $23 million HUD loan. (See “Inside 
Job”) Rodgers, by the way, has long yearned to trundle to a witness stand with 
her wheelbarrow of documents and tell jurors about these and other deceits she 
witnessed fi rsthand as a councilmember. The bondholders, as their Omnibus 
makes clear, certainly felt they were lied to. It would seem that, by purchasing the 
bondholder complaint, the city implicitly agrees with Rodgers on this point.

Siddoway considered the developer’s threat of bankrupting River Park Square 
daunting. Ceriani considered it hollow, he told me. One thing is clear: the 
bankruptcy gambit failed spectacularly as a defense against the lawsuit brought 
against RPS by Bob Robideaux, the mall’s former manager. Not only did the federal 
bankruptcy court dismiss it, the judge awarded fees and costs to Robideaux’s 
attorneys because of the developer’s improper bankruptcy fi ling. (Click here to 
read the federal court’s rejection of the Cowles petition for bankruptcy protection.)

According to court records, Robideaux and his attorneys collected a judgment on 
April 12, 2007 in the amount of $6.5 million, plus 12 percent annual interest that 
started running with the federal bankruptcy court ruling against the developer 
on August 27, 2004. Robideaux will not permit his attorney to disclose the precise 
dollar amount of his Cowles payday, but my arithmetic suggests that it came in at 
about $9 million.

And that goes to the heart of the new RPS fraud Rodgers alleges.



Camas Archive  —782—

Behind the closed doors of executive session, did Lauri Siddoway tell the city 
council that Gary Ceriani approved the RPS settlement with the developer? Or 
did she not? Ceriani insists that he abhors the settlement, that the e-mail he sent 
Siddoway in November 2004 proves it, and that he knew nothing about it until 
after the fact. Siddoway will not answer the question about what she told the 
council regarding Ceriani’s advice. She considers it confi dential.

But her legal advice is not legally confi dential if it had the effect of furthering a 
fraud. And that’s the issue Rodgers put in play, as “A New RPS Fraud?” reports. 
That’s why former RPS special counsel O. Yale Lewis referred to Ceriani’s email to 
Siddoway as “a loaded gun.” Rodgers made Ceriani’s advice an issue on December 
12, 2005, her last offi cial act of offi ce. It’s been lying there in plain sight ever since, a 
brute of a sleeping dog if ever there was one.

Why Siddoway chose to wake this beast and the pack it runs with now I don’t 
know. I asked her, but she hasn’t responded. Was it an attempt to create some kind 
of political cover for three of the current crop of mayoral candidates, Mayor Dennis 
Hession and Councilmembers Mary Verner and Al French? They all sat at the dais 
with Rodgers the night she distributed Ceriani’s correspondence. They’ve all been 
mute about it ever since. So has the city’s legal department. Everyone has. The city 
bought a $26 million case against the developer of River Park Square and settled it 
for a fraction of that. In doing so, it didn’t bother to seek the advice of the lawyer 
from whom it bought the case, and whom it hired to help try it, according to the 
lawyer himself. Why? No one seems to know. Nobody wants to talk about it.

In her letter, Siddoway writes “for many Spokane citizens the wisdom of settling 
with the Cowles is more apparent in hindsight.” I’m sure that’s true for the handful 
of insiders who foisted the Cowles mall on the citizens of Spokane. I’m sure it’s 
especially true for the Cowleses themselves. The city’s lawyers were much gentler 
with them than Robideaux’s lawyers were.

The bottom line is that the city, against Rodgers’s advice, let the perpetrators off 
in a way that the bondholders’ attorney had no intention of doing. When Rodgers 
pointed that out to her colleagues, they were mum. They have remained so ever 
since. Why these bad things happened to the good people of Spokane remains part 
of the unsolved mystery of the Cowles mall.

END
P.S. After the above article was posted, I had the following communications with 
Siddoway. -L.S.
Click here to read the email exchanges.
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MCDEVITT’S FINGERPRINTS (AUG 21, 2007)
Is the U.S. Attorney for Eastern Washington in trouble?

ON MONDAY, AUGUST 6 (Hiroshima Day for those sensitive to historical irony), 
a strange thing happened as I was leaving on vacation. My phone started ringing 
off the hook. Callers were telling me that James A. McDevitt, the U.S. Attorney 
for Eastern Washington, was on the Mark Fuhrman radio show responding to an 
interview I had given Fuhrman the preceding Friday.

“You gotta listen to what he’s saying,” callers told me.

But I couldn’t. The car was packed and my wife was waiting for me to wrap up my 
last-minute chores so we could get on the road.

What I soon learned was that McDevitt was objecting to my observation that 
his fi ngerprints were all over the River Park Square securities fraud. I was truly 
shocked that he would go on the radio and respond as he did. Why? Because the 
evidence of McDevitt’s role in the RPS scandal is so conspicuous that the plaintiffs 
in the securities fraud case featured it prominently. That is, they featured the cover-
up of the loss of half the revenue needed to pay off the city-backed bonds that 
fi nanced construction of the RPS garage. McDevitt worked for Preston Gates and 
Ellis, the law fi rm that was supposed to represent the sellers of the RPS bonds. The 
sellers of those bonds owed explicit duties of disclosure to the bonds’ purchasers. 
Just how involved Preston Gates and Ellis was in meeting or violating those legal 
duties is suggested in McDevitt’s billing records for his work in the RPS boiler 
room.

Those records appeared in Exhibits 802 through 807 in the federal securities fraud 
case. This is the fi le containing the depositions of “Witness Ormsby.” Witness 
Ormsby is Mike Ormsby, McDevitt’s former colleague at Preston and campaign 
treasurer for the Cowles-backed John Powers, the former mayor who said there 
was no conspiracy on the part of city offi cials to commit securities fraud. But that’s 
another story.

When I learned that McDevitt invited listeners to bring him evidence that the 
improprieties surrounding RPS justifi ed a criminal investigation, I thought he was 
just thumbing his nose at the world. When I learned that Camas senior editor Tim 
Connor and former city councilwoman Cherie Rodgers had taken McDevitt up 
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on his invitation, then I knew: Hiroshima Day was the perfect day for all of this to 
get started. To read the complaint, attachments and documents that Connor and 
Rodgers delivered to McDevitt on August 20, 2007, see below.

END

Document downloads

Cover Letter
Attachment #1
Attachment #2

Supplemental documents

January 17, 2002 Spokesman-Review article calling James McDevitt the “perfect 
choice” for U.S. attorney for Eastern Washington.

Betsy Cowles certifi es that the bonds’ offi cial statement is true and correct with 
respect to the developer.

Attorney Mike Ormsby is questioned under oath about the garage price.

Securities Exchange Act rule regarding manipulative and deceptive tactics.

RPS reimbursement agreement.

Rules for real estate appraisals involving federal funds.

State law regarding money laundering.

A-1 Exhibits
A, B, C, D, E, F, G, H, I, J, K, L, M, N, O, P, Q, R, S, T, U, V, W, X, Y

A-2 Exhibits
1, 2, 3, 4, 4 page 23, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23
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DUANE SWINTON AND COWLES INC. (AUG 27, 2007)
In a surprising response to an ethics challenge, the family’s ramrod lawyer takes 
issue with his client

DOES DUANE SWINTON have a confl ict of interest in simultaneously 
representing The Spokesman-Review and Cowles family real estate subsidiaries, 
including River Park Square?

It was this uncomfortable question that put the lawyer, his client, and the 
newspaper’s editor in a diffi cult spot this spring when it was brought to the fore by 
the Washington News Council.

Publisher Stacey Cowles seemed to answer it defi nitively. “We knew Duane could 
not represent both the paper and the [RPS] project from the start,” Cowles told the 
WNC. “There was a confl ict there.”

Editor Steve Smith agreed.

“Duane’s a wonderful guy, but he’s in a confl ict of interest.”

The obvious question raised by Cowles’s and Smith’s comments is why, then, has 
Swinton (and his law fi rm, Witherspoon Kelley) been allowed to simultaneously 
represent the newspaper and River Park Square?

On August 7th, Swinton offered his answer to that question in a response to a 
formal grievance I fi led against him with the Washington State Bar Association. I 
fi led the complaint on July 19th arguing, among other things, that Swinton and his 
fi rm are in violation of a state ethics rule (RPC 1.7) that governs confl icts of interest.

Swinton’s reply: There is no confl ict of interest, because there really are no actual 
confl icts between The Spokesman-Review and other Cowles business endeavors, 
like River Park Square.

“The basic assertion of Connor appears to be that the Rules of Professional Conduct 
prohibit the law fi rm from providing simultaneous legal service to The Spokesman-
Review newspaper and business interests of the Cowles’ entities even where there 
is no actual confl ict, because The Spokesman-Review has a stated goal of providing 
its readers full coverage of issues of public importance. That is a theory that is not 
supported by the Rules of Professional Conduct.”
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Swinton’s letter is remarkable because he refers to all Cowles entities, collectively, 
as “Cowles Company,” and writes that for “approximately 100 years” the 
Witherspoon fi rm’s representation “has been all-inclusive.”

Thus, in his response to the ethics complaint, Swinton makes a stunning argument 
that Cowles critics have made for nearly a century. Namely, that the newspaper 
really doesn’t separate its journalism mission from the business interests of the 
Cowles family.

Swinton does not explain why Cowles and Smith see it differently. He also 
criticizes me for fi ling the complaint “as a method for developing publicity and 
content for the website.”

I also argue in my response that it was the Washington News Council and The 
Spokesman-Review that fi rst made Swinton’s confl ict a public issue and that the 
issue was elevated by Smith. In a May 13 column rejecting the News Council’s 
recommendation to sever the paper’s ties with Swinton and Witherspoon, Smith 
asserted that “Swinton’s representations are acceptable to the Bar.”

Yet, in my follow-up reporting (see “The Verdict” ), Swinton, Smith, Cowles, and 
the Witherspoon fi rm all refused to answer questions about how the Bar had 
signed off on Swinton’s confl icts. The Bar, for its part, reported it would not have 
done any such thing, absent a complaint. Swinton’s letter confi rms there was no 
complaint fi led prior to mine.

Among other issues raised in my reply to WSBA is that Swinton does not offer 
an explanation for his representation of R.W. Robideaux, the RPS management 
company that was outside the Cowles corporate structure. I also raised the issue of 
Swinton’s involvement in forming the Spokane Downtown Foundation, a nonprofi t 
corporation that, by law, was required to be independent from Cowles companies.

END

CONNOR’S GRIEVANCE

For Connor’s grievance, click here.

EXHIBITS
1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11.

To read Connor’s August 21 addendum to grievance, see:



Camas Archive  —787—

cover letter and addendum.

ATTACHMENTS
1, 2, 3,
#4 - IRS Final Determination,
#4 - IRS page 23,
5, 6, 7, 8, 9, 10, 10B, 11.

SWINTON’S RESPONSE

For Swinton’s response to the complaint, click here.
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INDICTMENTS SOUGHT (AUG 30, 2007)
The “Top Ten” reasons for RPS criminal indictments have been sent to federal 
investigators by former councilwoman and Camas senior editor.

FOLLOWING UP ON AN EARLIER DEMAND for a criminal investigation into 
River Park Square, former City Councilwoman Cherie Rodgers and Camas Senior 
Editor Tim Connor yesterday sent yet another letter to the U.S. Department 
of Justice, the FBI, and the Securities & Exchange Commission. In it they laid 
out “what we regard as the ten clearest examples of fraudulent omissions and 
misrepresentations made to securities buyers.”

Rodgers says the evidence compiled by her and Connor gives her the highest 
confi dence she has had in the more than 10 years she has investigated River Park 
Square that “justice will be done.”

In yesterday’s letter, Rodgers and Connor wrote, “The evidence is exhaustive. River 
Park Square was a sophisticated white collar crime involving conspiracy, money 
laundering, appraisal fraud and extensive public corruption.”

Among the evidence of public corruption contained in the material they have 
recently submitted to the federal government is a Spokesman-Review article 
raising the question of whether the newspaper served as an instrument of fraud in 
the River Park Square scandal.

“U.S. attorney ‘perfect choice,’” read the headline of a January 17, 2002 Spokesman-
Review story lauding James A. McDevitt’s appointment to the post of U.S. 
Attorney for Eastern Washington. That article ran fi ve months after the IRS issued 
a report fi nding that the RPS bond transaction McDevitt worked on while he was 
an attorney for Preston Gates & Ellis violated federal tax law. (See “McDevitt’s 
Fingerprints.”)

The controversial role of McDevitt’s old law fi rm was well known by then. (See the 
September 15, 2001 Camas story, “IRS Rules Against RPS Bonds.”)

Even so, no mention was made of McDevitt’s RPS history in the Spokesman-
Review story. That story was written by Bill Morlin, the paper’s top investigative 
and most senior reporter.

Other evidence of public corruption contained in the new Rodgers/Connor 
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material is a December 4, 1996 memo from Prudential Securities investment banker 
John C. Moore showing that the RPS developer and City of Spokane had shopped 
for an investment rating for the RPS bonds. Plaintiffs in the securities fraud case 
said they weren’t told of this shopping trip and that they should have been. In 
a November 12, 1998 Wall Street Journal article, developer Betsy Cowles and 
city bond counsel Roy Koegen denied that bond purchasers were misled about 
this matter. The Moore memo included by Rodgers and Connor in their latest 
correspondence suggests otherwise.

“We think the evidence warrants multiple indictments,” write Rodgers and 
Connor. They request a clear public explanation if indictments are not issued.

“At the appropriate time once the federal investigations get underway, the two of 
us would like to meet with federal investigators and present more of the evidence 
we’ve compiled. Please consider this letter a formal request for that meeting.”

Click here to read the Rodgers/Connor “Top 10” material.

END
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JIM MCDEVITT’S NON-DISCLOSURE (DEC 12, 2007)
U.S. attorney didn’t report personal ties to River Park Square

In answering questions to determine his fi tness to serve as a United States Attorney 
six and a half years ago, Jim McDevitt did not disclose his personal involvement in 
the River Park Square controversy to President Bush or to then-Attorney General 
John Ashcroft.

This revelation is part of what is contained in McDevitt’s November 21, 2007 
response to a grievance fi led with the Washington State Bar Association (WSBA) 
by former Spokane City Councilwoman Cherie Rodgers. It comes as two Assistant 
U.S. Attorneys from Western Washington are, according to Rodgers, working 
through thousands of pages of River Park Square documents to determine what, if 
any, criminal charges should be brought against one or more participants in the ill-
fated public/private partnership.

McDevitt has asked the WSBA to defer investigation of Rodger’s grievance against 
him until the new Department of Justice investigation by Assistant U.S. Attorneys 
Robert Westinghouse and Kurt Hermanns has been completed.

Rodgers fi led the grievance in mid-October after McDevitt refused to answer 
questions that Rodgers and I put to him in a September 19th letter. Our questions 
to him were part of our continuing efforts to hold McDevitt accountable to 
remarks he made on the Mark Fuhrman radio program that aired on KGA out of 
Spokane on August 6th. During the interview, McDevitt disputed accusations of 
criminal activity involved in the River Park Square transactions and said he would 
“welcome anybody” bringing forward “the best evidence” of criminal misconduct.

Rodgers and I did this on August 20th, and McDevitt responded immediately by 
recusing himself and his offi ce from investigating the evidence we provided him. 
Much of the package turned over to McDevitt were documents, billing records, 
and deposition transcripts that detailed the activities of McDevitt and his then-law 
partners in fi nalizing the RPS garage transaction. [See “McDevitt’s Fingerprints” 
and “Indictments Sought.”]

What Rodgers and I didn’t know is what McDevitt disclosed to President Bush and 
then-Attorney General John Ashcroft in 2001, as his nomination for U.S. Attorney 
was being processed.

Our September 19th letter sought this information as well as McDevitt’s own 
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explanation as to whether and how he complied with a Washington state rule 
(RPC Rule 1.7, governing confl icts of interest for Washington state lawyers) as his 
nomination to serve as the U.S. Attorney for the Eastern District of Washington 
went forward. Specifi cally, we asked whether the former Preston, Gates & Ellis 
attorney notifi ed the President of his involvement in the RPS transactions and 
whether he’d obtained written consent after making a full disclosure.

McDevitt’s response to the WSBA contains the information that Rodgers and I 
were seeking. Attachments submitted with his November 21st letter do show 
he disclosed that Preston Gates & Ellis (one the nation’s largest law fi rms) was a 
named defendant in the suit by RPS garage bondholders. But they also reveal that 
he did not inform the President and the Justice Department about his personal 
involvement, and that he did not obtain written consent documenting that the 
President and Attorney General had been informed about his direct involvement in 
the RPS controversy.

“I’m livid that he [McDevitt] didn’t disclose to the President and the Attorney 
General that he was personally involved in the River Park Square transaction,” 
Rodgers says.

In response to Rodgers’s grievance, McDevitt doesn’t dispute that he would 
have been required to comply with the pertinent state ethics rules for confl icts of 
interest--if he had a confl ict. But McDevitt contends there was no confl ict of interest 
“which would require any disclosure,” and even if there were a confl ict, that he 
satisfi ed the rule requirements by disclosing that Preston, Gates & Ellis was a 
defendant in the RPS civil litigation.

McDevitt contends no confl ict of interest existed because:

1) His involvement in the RPS transaction was minimal, and,

2) The U.S. Government was not a party to the garage litigation and was not 
expected to become a party.

Rodgers disputes this and, in her bar complaint, highlighted the Rule1.7(b) 
language that requires disclosure of “the lawyer’s own interests” and the evidence, 
from McDevitt’s billing records, of his “deep involvement” in closing the River 
Park Square garage transaction.

Rodgers also disputes McDevitt’s contention that the U.S. Government didn’t 
have a stake in the River Park Square controversy. Not only had the U.S. Internal 
Revenue Service initiated a major investigation by the time McDevitt’s nomination 
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went forward, she notes, but the central rule regarding securities fraud is Rule 
10(b)(5) requiring full disclosure of material facts to securities buyers. The rule was 
promulgated under the Federal Securities Exchange Act of 1934 and is regularly the 
basis for federal criminal securities fraud cases brought by U.S. Attorneys.

In the disclosure information that McDevitt shared with the WSBA, Rodgers points 
out, there is no mention at all of the IRS investigation that ultimately led, in June 
2004, to a lengthy fi nding that the RPS transaction violated several provisions of 
federal tax rules.

Rodgers has until mid-December to respond to McDevitt’s reply to the WSBA.

Rodgers also disclosed that she has been in contact with Robert Westinghouse, the 
Seattle-based Assistant U.S. Attorney who, along with Kurt Hermanns, a Tacoma-
based Assistant U.S. Attorney, has been assigned to take a fresh look at the River 
Park Square controversy to, in Westinghouse’s words, “determine if there has been 
federal criminal wrongdoing.”

Westinghouse and Hermanns were assigned to the investigation after McDevitt 
announced in mid-August that he was recusing himself in response to the letter 
and documents that Rodgers and I provided him.

The two of us have been seeking a meeting with Westinghouse and Hermanns 
since September to discuss the case and present new evidence. The meeting is not 
yet scheduled because, according to Rodgers, Westinghouse and Hermanns need 
more time to go through the voluminous RPS documents trail.

Rodgers says she contacted Westinghouse by phone in mid-November and came 
away encouraged by his expressed commitment to the case.

“He [Westinghouse] said they were deeply committed to this investigation,” 
Rodgers said, “and he wanted to reiterate that.”

One concern both she and Westinghouse have, Rodgers acknowledged, is whether 
the statute of limitations on applicable federal criminal statutes may have expired. 
It was an issue Westinghouse alluded to in an October 5th letter in which he 
reported that part of the assignment was to determine “whether at this late date, 
there are any remaining federal criminal offenses that are subject to prosecution.”

Rodgers said that in their phone conversation Westinghouse told her “it looks like 
there will be several cases of the statute of limitations expiring and that we’ll have 
to sit down and talk about it.”
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Still, Rodgers said, she is encouraged by what Westinghouse told her about the 
thoroughness of the investigation, including numerous trips he’s made to Spokane 
and undertaking a fresh review of the RPS document trail.

“As we were talking,” Rodgers said, “he told me that one of his interns had come 
by that day and told him they’d received another thirteen hundred pages of 
documents that needed to be reviewed.”

Rodgers said Westinghouse assured her that she and I would get our meeting with 
the investigators, but not until they could “get up to speed” on the documents.

Since fi ling our letter and materials with McDevitt in August, Rodgers and I have 
written and been in contact by phone with Congressional oversight committees, 
the Department of Justice’s Inspector General and the Department’s Offi ce of 
Professional Responsibility.

We’ve also sought assistance from Washington state Congressional offi ces, 
including Senator Patty Murray who, as Camas Magazine readers (see “April 
Fooled”) would recognize, played a remarkably active role in helping secure a 
$22.65 million loan for Cowles real estate companies over Rodgers’s objections and 
the objections of then-Spokane Mayor John Talbott.

In a September 21st letter to Sen. Murray, Rodgers and I asserted that Murray’s 
offi ce had been misled by a December 1997 memo from McDevitt’s former law 
partner, Mike Ormsby, in which Ormsby reported that a federally-backed loan from 
the city to River Park Square would be “properly collateralized.”

“That was untrue,” we wrote. “The facts are now very clear that the loan wasn’t 
properly collateralized and that, as a consequence, federal grant funds for 
Spokane’s poorest neighborhoods were jeopardized.”

Murray responded with a September 26th letter reporting that she could not be of 
assistance in encouraging an investigation of River Park Square because “while I 
appreciate your concerns, this case is primarily a judicial matter and outside the 
limit of my authority.”

Neither Sen. Maria Cantwell, nor Rep. Cathy McMorris Rodgers have yet 
responded to similar appeals seeking their assistance in securing an independent 
investigation of the River Park Square case.

END
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Documents

Cherie Rodgers’s Grievance

Jim McDevitt’s Reply

October 5, 2007 Letter from Asst. U.S. Attorney Robert Westinghouse

Rodgers and Connor Letter to Sen. Patty Murray, Sept. 21, 2007

Attachment--Ormsby Memo to Murray’s Offi ce, Dec. 3, 1997

Murray’s Response

Rule 1.7 as it existed at the time McDevitt was nominated

Copyright (c) 2007
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MCDEVITT V. ETHICS RULES (DEC 18, 2007)
In a response to the Washington State Bar Association, former Spokane City 
Councilwoman Cherie Rodgers enumerates what she sees as the ethical 
transgressions of the U.S. Attorney for Eastern Washington. Now what?

The Spokesman-Review lavished praise on James A McDevitt in a January 17, 2002 
article as the “perfect choice” to become the U.S. attorney for Eastern Washington.

What veteran Spokesman-Review reporter Bill Morlin didn’t mention, however, 
was that McDevitt fi gured signifi cantly in a fi nancial scandal rocking the city, a 
scandal caused by the newspaper’s owner.

In reportorial tones that came close to imbuing McDevitt’s appointment with the 
quality of a coronation, Morlin quoted two of McDevitt’s admirers:

“’Jim McDevitt is the perfect choice for this job,’ [U.S. District court Judge Frem] 
Nielsen told a packed courtroom.”

And:

“Rep. George Nethercutt, who was instrumental in getting the presidential 
appointment for McDevitt, also spoke at the [swearing-in] ceremony:

“’He’s the best one I believe we could have,’ and will display a high standard of 
excellence and commitment to justice, Nethercutt said.”

Morlin also pointed out that the new U.S. attorney was a “58-year-old lawyer and 
former Air National Guard brigadier general.”

So there it was. The presidential appointment of a retired general who was the 
“best” man for the job, in a Congressman’s view, and the “perfect choice,” in the 
judgment of a federal judge.

A fl attering picture of a beaming McDevitt accompanied the story. Moreover, the 
name of the reporter could not have been lost on Spokesman-Review readers. Bill 
Morlin was not only the newspaper’s senior editorial staffer, he enjoyed a national 
reputation as an investigative reporter extraordinaire.

So what didn’t meet the eye in this account by Spokane’s century-plus-old 
newspaper of record by its top gun reporter? Plenty, it turned out.
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The problem with Morlin’s story, as his employers knew only too well, was 
that McDevitt had played a key role in what, by the time of his appointment, 
had become the scandal of River Park Square. RPS, of course, is the downtown 
shopping mall owned by the same people who own the newspaper. Thanks in 
no small part to the way The Spokesman-Review had covered River Park Square, 
McDevitt’s role in the controversy was not widely known.

But by the time of McDevitt’s swearing-in, his former law fi rm, Preston Gates & 
Ellis, was already stuck to the RPS tar baby as a defendant in the securities fraud 
lawsuit the project triggered.

As Camas reported in “Under the Infl uence” six months before Morlin’s story ran, 
McDevitt’s actions were central to Preston’s problems. Billing records show that 
the future U.S. attorney was deeply involved in handling the crisis caused by AMC 
Theaters right before the mall’s opening.

AMC was balking at the developer’s demand that movie patrons pay for parking. 
When the theater threatened to bail out of the mall, about forty percent of the 
parking garage revenues needed to pay off the garage bonds was imperiled.

Notes taken at a meeting where the AMC crisis was discussed reveal that RPS 
developer Betsy Cowles wanted the crisis kept out of the public eye. It was. 
Purchasers of the RPS garage bonds knew nothing of the affair until long after 
proceeds of the bond sale had been transferred to Cowles real estate companies. 
Of course, Cherie Rodgers, Mayor John Talbott and Spokane’s taxpayers were also 
kept in the dark.

Embedded in the AMC affair was one of the most controversial moments of the 
River Park Square saga. McDevitt’s former law fi rm was right in the middle of it; 
McDevitt’s personal billing records suggest that he was, too.

Because the threatened loss of the AMC revenue virtually doomed the new RPS 
garage to bankruptcy before it even opened, the Parking Public Development 
Agency, PDA, refused to take over its operations as planned unless the lost revenue 
was ameliorated. As “Under the Infl uence” reported:

“At PDA’s insistence, the developer signed a reimbursement agreement that 
insured the developer would compensate PDA for AMC’s lost parking revenues if 
the theater pulled out over the dispute. In a move that epitomizes [RPS developer 
Betsy] Cowles’s use of strategic secrecy in managing her part of the public/private 
partnership, her attorney Duane Swinton asked PDA and Spokane Downtown 
Foundation attorneys [Roy] Koegen and [Mike] Ormsby to sign confi dentiality 
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agreements to keep this reimbursement pledge a secret. The developer agreed 
to defend that agreement against public records litigation, should any arise, and 
to pay any resulting fi nes ordered by the court. Koegen says he refused to sign. 
[Subsequently released documents show he did sign, though.] Ormsby confi rmed 
he did sign the agreement but even now, pursuant to that agreement, says he 
cannot answer other questions about how he handled the AMC crisis for the 
foundation and Preston, Gates & Ellis.”

That reimbursement agreement, however, did not cure the long-term revenue 
loss resulting from AMC’s refusal to have its patrons pay full parking charges. 
As “Under the Infl uence” reported, PDA president Terry Novak speculated “that 
private negotiations between AMC and Cowles at least managed to keep AMC 
from bolting. AMC and the mall developer won’t discuss the deal that was struck. 
Novak’s summation: ‘Somehow they pulled the thorn.’”

Pulled the thorn for AMC, that is, but not for bond purchasers. And not, in the 
end, for Spokane taxpayers who wound up paying the developer $26 million for a 
garage that the city later admitted was worth only $3.4 million.

By the time the bondholders fi led their Omnibus Statement of Facts (see 
“Fraudville”) in federal court, McDevitt’s role in the AMC affair was well 
understood by bondholder attorney Gary Ceriani of Denver. Moreover, Ceriani told 
me that he considered the hidden AMC crisis to be such a fundamental violation 
of federal securities law that he planned to showcase it to jurors if the case went to 
trial. Because of that, I once asked Ceriani why McDevitt had not been named in 
the bondholders’ complaint.

“I don’t have to get in a fi ght with a U.S. attorney to get my clients’ money back,” 
he answered.

He was right. But the ultimate settlement of the RPS securities fraud case left 
Spokane taxpayers holding the bag. Clearly, the main ingredient in this debacle 
was the secrecy with which Betsy Cowles was able to cloak her project with the 
help of her First Amendment/real estate attorney Duane Swinton. The whole thing 
still sticks in the craw of former Councilwoman Cherie Rodgers.

Because she spent her full nine years in offi ce fi ghting to disclose the hidden details 
of the River Park Square public/private partnership between the developer and 
City of Spokane, no one is more sensitive than Rodgers to the central role played 
by lawyers in the ill-fated project. And no one is more troubled than Rodgers about 
the way the lawyers got paid--and by the way Betsy Cowles’s newspaper keeps 
looking the other way.
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“The lawyers ran the River Park Square deal for their own and their clients’ 
benefi t,” Rodgers told me recently. “All the lawyers, including the Cowles lawyers, 
were paid out of the RPS bond proceeds. There was no arm’s length between any of 
them. Always follow the money.”

That charge, of course, goes to the heart of why Rodgers and Camas senior editor 
Tim Connor took up Jim McDevitt on his invitation to provide evidence that 
the River Park Square project violated federal criminal laws. (See “McDevitt’s 
Fingerprints” and “Indictments Sought.”

In her bar complaint against McDevitt, and with her letter responding to 
McDevitt’s reply to her complaint, Rodgers explains why she thinks McDevitt 
never was an appropriate choice to serve as the United States attorney for Eastern 
Washington.

For his part, Spokesman-Review reporter Bill Morlin says he was unaware of 
McDevitt’s role in the RPS controversy at the time he covered McDevitt’s swearing-
in. Morlin bristles at suggestions that he was soft on McDevitt.

Morlin declined an interview request for this article to examine the differences 
between “Under the Infl uence” and his story. He referred me to earlier 
correspondence.

“As you know, I wasn’t involved in covering the development, construction and 
litigation phases of RPS,” Morlin wrote me in a recent e-mail. “That was handled 
by Jim Camden and others on our staff, whose names you know.

“It’s true that I did cover the naming of Jim McDevitt to be the U.S. Attorney in 
2002 and have continued to cover some major criminal cases that come out of that 
offi ce.

“But other reporters here also exclusively cover topics on the U.S. District Court 
and U.S. Attorney’s Offi ce beat. Some examples: Karen Dorn Steele covered the 
Hanford Downwinders cases and related legal issues; John Stucke covered the Met 
Mortgage case in Bankruptcy Court and U.S. District Court. Jim Camden covered 
ALL the state and federal court hearings related to RPS. Bert Caldwell, John Craig 
and other reporters also have tracked specifi c cases in U.S. District Court.

“Again, I had nothing to do with our RPS coverage (nor was I asked or assigned to 
the topic, thank God).
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“On topics I covered, I’ve quickly looked at any confl icts of interest involving 
McDevitt. For example, during our Jim West coverage in 2005, I uncovered and 
reported the fact that McDevitt and his wife both had been fi nancial contributors 
to West’s various campaigns. I wrote that Page 1 story. I also wrote the follow-
up Page 1 story when McDevitt said he was recusing himself and his offi ce from 
involvement in the FBI’s investigation of Jim West.

“Trust me on this one: I certainly would have had no hesitation to look at any 
confl icts involving McDevitt and RPS if I had been covering that topic. For 
anyone to suggest otherwise, well, maybe they’ve been drinking a little too much 
conspiracy juice.”

END

Documents and links

Rodgers’s latest letter

Exhibits referenced in Rodgers’s letter: 1, 2, 3, 4, 5, 6, 7, 8, 9, 10

January 17, 2002 Spokesman-Review story about McDevitt’s appointment

Koegen’s signed confi dentiality agreement

“Under the Infl uence”

Copyright (c) 2007 by Camas Magazine
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CORRECTING CAMAS (JAN 14, 2008)
A lawyer, an e-mail, and a website. Laurel Siddoway, special counsel to the City 
of Spokane for River Park Square, criticizes Camas reporting.

IN AN EFFORT TO REBUT Camas reporting on key aspects of the River Park 
Square litigation settlement, Laurel Siddoway, the City of Spokane’s special counsel 
for River Park Square, has launched a new website.

Because Siddoway’s explanation for posting her website alleges that Camas acted 
improperly by not publishing a letter she sent to the magazine in August 2007, we 
are calling Camas readers’ attention here to www.correctingcamas.com.

Siddoway’s effort to counter Camas reporting comes in the wake of increasing 
criticism from Camas and from former Spokane City Councilmember Cherie 
Rodgers about Siddoway’s conduct in November and December of 2004. While 
advocating that the city settle its securities fraud claims against River Park Square 
developer Betsy Cowles, Siddoway chose not to share important legal advice with 
Rodgers and other Spokane city council members. The advice was contained in an 
email message from Denver attorney Gary Ceriani. That Siddoway withheld the 
Ceriani email from the city council (her client) is clear. What remains in dispute is 
whether Siddoway knowingly misrepresented Ceriani’s view about whether the 
city should settle its securities fraud claims against Cowles as it did. As Camas 
reported in “A New RPS Fraud?”, in his November 29, 2004 email to Siddoway, 
Ceriani sharply criticized the rationale for the proposed settlement with Cowles. 
The council voted to approve that settlement--apparently without the benefi t of 
Ceriani’s advice--at a special meeting on December 11, 2004.

Ceriani’s inexplicably withheld email, and the legal advice it contained, is 
signifi cant. This is because he was the recognized leader of the plaintiffs’ legal team 
in the River Park Square securities fraud case. It was Ceriani’s former clients-RPS 
bond purchasers-who sued the City of Spokane, River Park Square, and others 
over the $31.5 million bond sale that fi nanced the River Park Square garage. It was 
Ceriani who, in December 2003, authored the voluminous legal fi ling that laid out 
the evidence of fraud and misrepresentation involved in the bond offering. (See 
“Fraudville”.) Ceriani’s brief was instrumental in persuading the city to abandon 
its fraud defenses. In June 2004, the city paid just under $30 million to settle 
bondholders’ claims and buy the cooperation of Ceriani and his fi rm (Davis & 
Ceriani) in pursuing those claims against Cowles and other defendants.
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The council’s vote to accept the settlement was more wrenching than the fi ve-
to-two decision indicated. Before voting in favor of it, councilman Al French 
apologized to his constituents and said he felt like he was voting “with a gun to 
my head.” Councilwoman and future mayor Mary Verner was equally bitter. She 
emotionally described how she thought the city was caught in “an inescapable 
web,” saying that she was casting her vote “with great regret.”

But Ceriani’s withheld November 29, 2004 email scoffed at the Cowles threat of 
bankruptcy and urged Siddoway and the city to call the developer’s bluff. Months 
after the settlement was approved, Rodgers contacted the Denver lawyer to try 
to confi rm what Rodgers claims Siddoway told her-that Ceriani supported the 
settlement. Ceriani responded by sending her his 11/29/04 email. Rodgers shared 
this with her fellow council members as soon as she got it. Her public presentation 
of the email took place at her last council meeting in December 2005.

“Laurel Siddoway betrayed the taxpayers of Spokane and misled my city council 
colleagues and me into believing that Gary Ceriani supported the city’s settlement 
with the RPS developer,” says Rodgers.

What Council Members Say

Rodgers’s accusations are reported in two recent Camas postings, “A New RPS 
Fraud?” and “The Sleeping Dogs of River Park Square.” The latter was published 
in July 2007. On August 16th, I received a letter from Siddoway categorically 
denying Rodger’s allegation that, in response to a question about Ceriani’s view 
of the settlement, Siddoway told her and other council members that Ceriani 
supported it.

“Neither I nor any member of my fi rm told the City Council or any of its members 
that Mr. Ceriani or his partners had approved the settlement terms,” claimed 
Siddoway.

After I received Siddoway’s August 16, 2007 letter I emailed the entire Spokane 
City Council asking if Siddoway had told them that Ceriani supported the 
settlement with the RPS developer. Only three council members responded: then-
councilwoman Mary Verner, and councilmen Bob Apple and Joe Shogan.

Councilman Shogan said he didn’t remember what Siddoway said about Ceriani’s 
position on the settlement with developer Betsy Cowles, but that he had never seen 
the Ceriani email advising against the settlement until a year after the fact when 
Councilwoman Rodgers presented it.
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Councilman Apple was unequivocal. When asked if Siddoway told the council that 
Ceriani supported the Cowles settlement before the council voted on it, he said: 
“Yes, she did.”

Like Councilman Shogan, Mayor Verner said she doesn’t remember what 
Siddoway said about Ceriani’s views on the settlement. But, also like Shogan, she 
says she had not seen Ceriani’s email until Rodgers presented it. Verner says she 
was upset to learn of the email’s existence so long after the settlement vote.

“It was actually kind of a visceral reaction,” she told me. “I actually felt sick at my 
stomach. I remember thinking, ‘Oh, my word. Great time for us to see this.’ At the 
time Cherie presented that, what we had in front of us was basically a technicality.”

Rodgers disagrees that her, and the council’s, tardy discovery of the Ceriani legal 
advice is a mere technicality. She considers it evidence that Siddoway, in clear 
violation of her professional duty as a lawyer, allowed her client--the city-to settle 
its securities fraud case against the developer in a way that both contradicted the 
advice of one of its other lawyers (Ceriani) and caused millions of dollars of losses 
to Spokane’s taxpayers.

As “A New RPS Fraud?” reports, Rodgers could never understand how Ceriani 
could have gone along with the city’s settlement with Cowles. After all, the claim 
against Cowles that the city bought from Ceriani was worth $26 million. The city 
then let Cowles off the hook for less than ten percent of that amount. Rodgers 
asked Ceriani how he could have supported such a settlement. He didn’t, he told 
her, and offered his November 29, 2004 email to Siddoway as proof.

When I asked Mary Verner what she would have done had Siddoway presented 
her the Ceriani email in a timely fashion, she said: “I’m sure I would have 
immediately requested that all the attorneys come in with the council, and let’s get 
in a huddle and discuss what this means, and why would he say something like 
that?”

That may be Laurel Siddoway’s biggest problem.

Notwithstanding the unresolved controversy about whether and how Siddoway 
represented Ceriani’s views, the very fact that she didn’t share Ceriani’s criticism 
of the proposed settlement raises serious questions about her conduct. State ethics 
rules for lawyers generally require that lawyers promptly and fully keep their 
clients informed of “material risks of and reasonably available alternatives to the 
proposed course of conduct.” (See RPC Rule 1.4.)
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On her website, Siddoway also accuses Camas senior editor Tim Connor of 
reneging on promises to provide her with copies of tape-recorded interviews. 
Connor denies those allegations, and his response is provided in “About Those 
Tapes....”

In response to a recent question about when www.correctingcamas.com went live, 
Siddoway wrote:

“I probably should have dated the content, so I will respond to this request.

“For the most part I can’t give you exact dates. I can tell you that we registered 
the domain name and arranged the hosting service on July 24th, and that I began 
writing the content for the website during July.

“At the same time, though, I was taking the steps needed to provide you with 
my second letter of August 16th. It took me until August 16th to get you that 
letter because in addition to pinning down the details, I hired an attorney who 
specializes in ethics and privilege issues to confi rm or correct my sense of what I 
could and could not disclose. As I made progress on that letter, I decided to give 
you an additional chance to take down or correct your reporting before going 
forward with a website.

“When you did nothing in response to my August 16th letter, I returned to work on 
the website and fi nished it sometime in September. After my son and I went back 
and forth with some additions, corrections and formatting changes, he went live 
with the posting sometime in October.”

See the sidebar “We Got Letters” for an explanation of Camas’s letters policy. The 
technical reality described there prevented us from posting Siddoway’s August 16, 
2007 letter. Beyond that, I chose not to incorporate that letter into another Camas 
story, because I thought it lacked the factual basis for doing so.

Similarly, I fi nd the allegations Siddoway makes about Camas’s reporting on her 
website to be lacking in factual substance. Readers wishing to compare Siddoway’s 
charges with Camas’s actual reporting should consult the following stories:

“Busted”; “The Many Hats of Mike Ormsby”; “Gambling Against the Evidence”; 
“Throwing the Game?”; “Analysis: Sympathetic Lies”; “The Case of the Invisible 
Client”

END
Copyright (c) 2008 by Camas Magazine
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WE GOT LETTERS (JAN 14, 2008)

In 2004, Camas ceased to regularly post articles, and so we stopped receiving letters 
to the editor. We did, however, have 2004 letters actively posted on our Letters 
page. Earlier letters from 2000 to 2003 were archived. We considered the entire 
Camas site to be primarily an archive.

In the summer of 2007 I noticed that the Letters page was blank. Somehow, the 2004 
letters had disappeared. About this time, Laurel Siddoway wrote a letter to Camas. 
I discovered that I had no way of posting it. I attempted to recruit assistance from 
our web designer, who had now retired from web design and moved to Idaho. 
He didn’t return my calls. I attempted to fi nd another designer to help, but the 
technology had changed as well as the economy of web design, and I couldn’t fi nd 
anyone.

So I disconnected the “Letters” link on the homepage, as well as links to two other 
now-obsolete pages: “Books and Reprints,” and “Advertising Info.” On July 12, 
2007 I reconstructed the 2004 letters and posted them as an archive. This week I 
discovered that page, too, had mysteriously disappeared. So I again reconstructed 
the letters page, this time creating a complete archive of all published Camas letters 
from 2000 through 2004. See the January 9, 2008 posting.

END

Copyright (c) 2008 by Camas Magazine
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ABOUT THOSE TAPES… (JAN 14, 2008)

LAURI SIDDOWAY’S CHARGE that I refused to provide her with copies of 
interviews is simply a rehash of the same false charge she made in August 2005 to 
my editors at Washington Law & Politics. The truth is this: I’ve recorded interviews 
with Ms. Siddoway on at least three occasions. On no occasion has there ever been 
an agreement (nor even a discussion) of whether I would provide her with a copy 
of the tape recording of the interview. This is true for the interviews I conducted for 
Camas Magazine and for the taped interview I conducted for the Washington Law 
& Politics story.

Several years ago, she contacted our attorney, David Blair-Loy, to request copies 
of any tapes of interviews that Larry Shook and I had conducted. At that time, I 
provided her with a taped copy of one interview because I still had the tape, and 
provided her the transcript of a second interview, the tape for which had either 
been lost or taped over with another interview. Mr. Blair-Loy corroborates my 
recollection. So the charge in 2005 that I had not provided these materials to her 
was news to me. I specifi cally did not provide her with a copy of the interview for 
the Law & Politics story because I believe she lied to my editor in asserting that I 
had promised to make her a copy. As a courtesy, I would normally, and happily, 
share my recordings with an interview subject. But it’s not a courtesy I feel I owe to 
someone who goes to my editors with charges I know to be false.

That context is important. Ms. Siddoway didn’t like the Law & Politics story. 
But, according to my editors, she didn’t challenge any of the facts, and she didn’t 
allege that I had misquoted her, or quoted her out of context. Instead, Siddoway 
was angered that I had used the word “unraveling” in my article to describe what 
happened to the city’s legal strategy in the years leading up to Spokane’s out-of-
court settlement of the RPS securities fraud case. In retrospect, I think the use of 
that word was genteel, though not so polite as to be inaccurate.

Camas directly warned the city council about the documentary evidence that 
refuted Siddoway’s main argument in the state courts. (See”Gambling Against the 
Evidence.”) But the city went ahead anyway, losing appeal after appeal up to the 
state supreme court. And, obviously, if Siddoway’s case in federal court hadn’t 
unraveled before Judge Edward Shea, there would have been no need for the city 
to pay tens of millions of dollars to buy the bondholder case, a case that was largely 
based on evidence originally uncovered by Camas Magazine.

END
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**************************************

LETTERS ARCHIVES (JAN 9, 2008)
Camas Letters to the Editor from 2000 through 2004

THE SUGAR-COATED PAYBACK journalism of the Spokesman-Review endorsing 
Don Barbieri for Congress made my blood pressure elevate and sped me to my 
computer to type this letter.

Are we talking about the same Don Barbieri I remember? In an act of civic 
defi ance, he was not going to allow the Centennial Trail through his property east 
of the river. Only extreme public pressure forced his hand. I also sat behind Don 
in the City Council chambers twice in 1995 and 1997 and listened to him extol 
the virtues of the Seattle Pacifi c Science Center’s proposal for Riverfront Park, 
and how wonderful the River Park Square parking garage project would be for 
Spokane. Folks, I testifi ed against both projects because I can read and analyze 
lousy fi nancial numbers and was not there to see how many more meals and rooms 
I could sell in my hotels. The Science Center would have cost the city $1.5 million 
a year, and the garage’s success question has been answered. Also, with the strict 
Shoreline Management Act, how did he get permission to build his two hotels on 
the Spokane riverbank?

Don’t we already have too many people of this make-up in Congress?

There should be no seat for Don Barbieri in Congress in our nation’s capitol.

Jonathan Swanstrom Sr. (10/20/04)Spokane Valley

I KNOW THIS IS GETTING to sound monotonous, but once again my 
congratulations to the Connor-Shook-Laddon team on winning one of the biggest 
recognitions in professional journalism.

One difference this year is that even the Spokesman-Review now recognizes you 
were right all along. Next year when you win, they may admit it. Way to go.

--Bill Stimson (4/16/04)
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CONGRATS on your new award! I’ve gone to your site this morning to read (and 
in some cases, re-read) stories you’ve posted, and I appreciate all the work Camas 
has gone to on these stories. Again, congratulations!

--Doug Nadvornick (4/16/04)

CONGRATULATIONS! In a routine world of Spokane media journalistic 
prostitutes, it is super to have our rare, precious journalistic gems noticed and 
richly rewarded for their outstanding, quality works that also demonstrate their 
unique integrity.--Clark Hager, Sr. (4/16/04)

CONGRATULATIONS ON THE SPJ award. Well-deserved and one of many I’m 
sure. I am convinced that national pressure and spotlight is the only thing that will 
break the dam loose, so to speak. I think this scandal is a very quiet secret of the 
Northwest, but an example to be heeded by other cities.

--Audrey Port (4/16/04)
Denver

CONGRATULATIONS to the three of you on the award you’ve received. You 
defi nitely deserve it. I hope you all realize the impact you’ve had on Spokane. 
No doubt you’re underappreciated, but you’re still the beacon of journalistic 
professionalism in this territory.
--David Bray (4/16/04)

Thanks for another eye-opener in your latest expose of March 28, 2004 of the 
Cowles dynasty.

DID YOU KNOW when the Cowles family was given a tax exemption on the 
Spokesman-Review building for historic preservation, they found a loophole and 
for the 10-year exemption and didn’t even pay taxes on the land the building sat 
on?

--Dick Adams (April 6, 2004)

Editor’s Note: We contacted Mr. Adams to ask how he learned of the tax 
exemption. He went into some detail, saying he had researched the subject at 
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the County Assessor’s offi ce, the Board of Equalization and the Spokane County 
Treasurer’s offi ce.

I’VE BEEN FOLLOWING, step-by-step, the “amazing fables” the Cowles have 
been printing in the Spokesman-Review over the last few weeks, and on the outer 
appearance of things, it would seem they are, with some considerable success, 
attempting to salvage their reputation as a member of the Spokane news media. 
However, I am relatively certain you, along with most of the people in this town I 
still respect, possibly have an entirely different view on the matter.

What truly is troublesome, however, is the manner in which these “chatty” stories, 
for lack of a better term, still leave the issue of the unexplained cost fi gures, 
which were passed on to the bondholders. While purely conjecture, on my part, 
and several others who, like myself, fi nd ourselves being very much out of the 
information loop during the trial in Richland, I still hold that coincidental to the 
Riverpark Square fi asco, KHQ-TV’s plush new digs were being built downtown in 
this same approximate timeline, were they not?

Would Betsy dare to co-mingle funds from the Riverpark Square project with the 
construction costs of KHQ-TV? Was money-juggling going on between the two 
projects?

My presumption all along has been that proving such a question would be diffi cult 
if not nigh well impossible, given the nature of things inside the Cowles Cartel. 
However, like the forbidden fruit of Eden, it tantalizes the senses with its cloying 
sweet possibilities, if it could be proven or even alleged in print.

I lost all sensibility once upon a time and, without really overtly suggesting such 
a thing was possible, hinted at it, and several members of the Cowles inner circle 
reacted rather violently. Generally when someone jumps at me that hard, I presume 
they are lying, being otherwise deceptive or have something to hide.

Also, in closing, thank you for writing the piece on Tom Grant. I truly admire and 
respect him, and what has happened to him and his lovely wife makes me terribly 
saddened. The citizens of Spokane are silent, unspeaking, as some of the best, 
most-talented writers in Spokane simply have nowhere to print the truth about the 
Cowles. Keep up the good work!

--Dave Laird (April 6, 2004)

Editor’s note: In an interview with Camas on April 4, 2000, Betsy Cowles said: 
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“...we could have taken whatever profi t [from the garage sale], if there is any, 
we could have taken that and spent it over on the KHQ building...” And did 
she? “Well, things are sort of pooled,” she answered. Subsequent to the Camas 
interview, Cowles has adamantly insisted that all of the proceeds from the sale of 
the garage were used on the River Park Square mall.

Mining for Tax Dollars

I’VE ENJOYED YOUR SERIES on “All the Usual Experts” and note how the same 
names pop up in many of the 20 or so Public Facilities District (PFD) projects 
going on around the state. [Check them out at the Municipal Research Service 
Center web site www.mrsc.org; search “Public Facilities Districts”]. Like the sports 
stadiums before them, these “regional centers” are economic black holes premised 
on the illusion of becoming a “destination location” for conventioneers (vs. any 
of the tribal casino/hotel complexes being planned) and benefi ting only the well-
connected “usual experts,” especially the attorneys and bond houses, diverting 
taxes from vital services.

While the Spokane PFD put their proposition to a public vote, many other PFDs 
around the state ignored that requirement and demanded the state sales tax credit 
authorized by RCW 82.14.390. That statute, which kicks in when construction or 
rehabilitation of a regional center begins, specifi cally requires PFDs to “impose 
a sales tax” to get the tax credit. Did Spokane follow the requirements of RCW 
82.14.390? Are they using the tax credit? How much and for what?

Neither Olympia nor Vancouver have begun construction of their regional centers 
but are getting, spending and pledging the tax credit. The Vancouver PFD, for 
example, has already spent over $1.44 million in tax dollars. Unlike PFDs in 
Olympia and Tacoma, the Vancouver PFD board of directors never even voted to 
“impose a sales tax” as mandated by RCW 82.14.390 -- let alone have a public vote 
on their project, which has morphed from a sports arena complex to a publicly 
subsidized 225+ room hotel. Nevertheless, Vancouver goes on spending tax dollars 
on experts, attorneys and city staff doing double duty (including a city attorney 
and city treasurer). Did the city attorney get a waiver of confl ict of interest from the 
PFD and city?

This tax-spending spree is going on despite the fact that the Attorney General’s 
offi ce issued a letter opinion on May 28, 2003 to Senator Betti Sheldon, stating 
that the sales tax credit authorized by RCW 82.14.390 is “only for the purpose 
of repaying bonds issued by a district for the specifi c ‘regional center’ whose 
construction or rehabilitation triggers the statute.” In their defense, the PFDs cite 
a letter from the State Auditor to the Finance Director of the City of Lakewood as 
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authority to spend that money now on virtually anything remotely related to the 
eventual construction of a “regional center.” This includes attorneys, consultants 
(Vancouver hired a hotel consultant), city staff, etc., etc. However, what the PFDs 
ignore in that the letter specifi cally says the auditor’s offi ce “doesn’t provide legal 
advice,” and simply references the regional center session law [1999 Laws of Wash. 
ch. 165], which include RCW 82.14.390 and RCW 82.14.048 (requiring a public 
vote).

According to the law fi rm Preston Gates & Ellis (one of the “usual experts” 
identifi ed in your article and bond counsel to Piper Jaffray on the Vancouver 
project), PFDs raise a number of serious legal issues including: “whether a 
particular obligation is a debt of the PFD for the purposes of statutory debt 
limitations; whether the PFD can serve as a conduit funder (or must have an 
ownership interest in the facility fi nanced); what qualifi es as a required match 
under RCW 82.14.390;” etc., etc., etc. Read it yourself by searching “Public Facilities 
Districts” at www.mrsc.org and linking to the article appropriately entitled: “City 
and County Options for Creative Financing: PFDs, PDAs and 501(c)(3)s.”

As for U.S. Bancorp Piper Jaffray, it was recently the target of a multi-state 
securities investigation, lead by Washington State. [See Washington regulators will 
investigate U.S. Bancorp Piper Jaffray, The Business Journal (Portland) (5/24/02)]. 
At the end of last year, Piper Jaffray agreed to pay $32.5 million to settle charges 
that it “misled clients by improperly mixing analysis with investment-banking 
activities.” [See Piper to pay $32.5M confl ict of interest fi ne, Puget Sound Business 
Journal (12/30/02)]. Add to that the fact that U.S. Bancorp Piper Jaffray has 
been fi ned for securities violations in the past where it threatened to discontinue 
coverage if it was not selected as lead underwriter. [See: U.S. Bancorp Piper 
Jaffray to pay $300,000 Fine, The Business Journal (Milwaukee) (6/25/02)]. In the 
Vancouver project, the city required bidders on the design/build contract to agree 
to fi nance some of the debt by purchasing bonds -- bonds that would be sold by 
Piper Jaffray, the bond underwriter. Again, Piper Jaffray is represented by Preston 
Gates & Ellis.

I am fi ling suit on behalf of the Clark County Lodging Association, Citizens for 
Leaders with Ethics and Accountability Now (CLEAN), and Public Funds for 
Public Purposes against the State Department of Revenue, the Vancouver PFD and 
Olympia (Capital Area Regional) PFD over misuse of tax dollars.

--Shawn Newman, Olympia, Wash. (7/16/03)
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LETTERS FROM 2002

Is There Something in the Water?

GREAT WRITING IN THE LATEST piece on the symbiotic Siddoway/Powers 
relationship. For a host of reasons, Laurel Siddoway should not be representing 
the city. Her representation has everything to do with pin-striped patronage and 
payback.

Another problem for truth and justice in Spokane is the fact that the independent 
journalists who seek to protect the public interest are so far ahead of everyone else. 
If these journalists had a law degree and the right client, the public interest would 
have been served and vindicated long ago. I’ve never seen anything else like it. 
There must be something in the water out there.

--Mark D. Schwartz, Esq., Bryn Mawr, Penn. (10/9/02)

Look at Personal Finances

AS A FORMER RESIDENT OF SPOKANE, I continue to follow the River Park 
Square fi asco with great interest. Business leaders who wish to continue to carry 
the Cowles water bucket are missing the mark when they maintain that the 
problems are detracting from their efforts to attract new employees to Spokane.

The real issue is simple: The lack of cultural activities or a vibrant economy are 
very strong deterrents in attracting people.

It is about time that the business and personal fi nances of those council members, 
present and past, are delved into for possible payoffs. Did Empire Ford receive 
any special consideration with city contracts, or something under the table 
from Lincoln Development? Did either Orville Barns, or the current city council 
president, receive any special business or personal gain?

When the shoes of the people who were involved in this cover-up are squeezed, 
then, and only then, will the truth become known.
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Keep up the fi ne effort to expose these people and the heinous fraud that they have 
perpetrated on the citizens of Spokane.

--Harry H. Palmer II (7/26/02)
Las Vegas

Spokane’s “dirty little secret”

[This letter was originally sent to The Spokesman-Review. The paper declined to 
publish it.]

The Spokesman-Review’s Amy Cannata reported on a new initiative by the 
Spokane Regional Chamber of Commerce (“Garage issue hurts business 
recruiting,” May 25th). The chamber seeks to facilitate mediation of the River Park 
Square garage dispute.

Itron chief executive offi cer Leroy Nosbaum worries, when his company has job 
candidates visit Spokane, “that stories about the dispute will appear in the media 
and sour recruits’ views of Spokane.” Spokane has a dirty little secret, and the 
chamber of commerce wants us to keep it.

My approach to recruiting would be a little more honest. I would tell candidates 
that there is strong evidence that several city offi cials colluded with the River Park 
Square developer to deceive the citizens of Spokane and to commit securities fraud. 
The editorial staff of The Spokesman-Review, owned by the developer, executed 
hatchet jobs on the city offi cials who tried to uncover the facts that their colleagues 
were so assiduously concealing.

The facts are still hard to discover because so much negotiation between the city 
and the developer was done in secret meetings where no offi cial record was made. 
Moreover, the city withheld dozens of essential documents from investigative 
journalists for over two years, and the court battle for other documents is 
continuing. I would refer the candidates to the coverage available in Camas 
Magazine(www.camasmagazine.com) and share my view that the relationship 
between business and politics in Spokane has been profoundly corrupting, that 
some elected offi cials still serving have been deeply compromised.
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I would tell job candidates that the government of the City of Spokane is a system 
in crisis. If job candidates think that they can make a difference, they should 
relocate to Spokane. I think that the best of candidates would rise to the occasion.

--Wayne B. Kraft (6/14/02)

“Hanky-Panky” Not Surprising

I HAVE JUST HAD FORWARDED to me your magazine with the Spokane story 
article. I immediately sat and read the fi rst ten installments and am awaiting the 
11th.

I lived in Spokane with my family for about fi ve years in the late seventies. My 
goodness, what an experience. One very interesting job I had with the city and 
county planning departments was to attempt to develop a regional plan. And of 
course trying to get some seventy thousand people in “the valley” to go onto the 
sewer treatment plant brought up all the negativity that your article characterizes 
in the relationship between government and the people.

The people’s mistrust of government was so strong that in some of our public 
meetings violence was threatened against the concept, even though coliform 
bacteria had been closing water systems in North Spokane for years.

No amount of hanky-panky in Spokane politics and government would surprise 
me.

Keep up the good, though generally thankless, work of attempting to bring the 
truth to the local citizenry. Good Luck.

--Bill Reynolds, Toronto, ONT (6/2/02)

Watch Your Back

GLAD TO SEE CAMAS got a favorable ruling from Judge Murphy on this 
altogether too long and sad story. When will the Spokane city council be forced to 
admit Spokane is not a personal fi efdom?

Congratulations on persevering on the River Park Square story against all odds. 



Camas Archive  —814—

Camas defi nitely deserves kudos for pursuing a story that has been deliberately 
buried by the city council, other local media and persons who are only shadows in 
the background. I hope you’re watching your back. Keep up the good work.

-Fritz Stout (4/25/02)

Spokane a “Facade”

Thanks for Camas Magazine’s unrelenting coverage of what is perhaps the biggest 
scandal in the history of Spokane. Since I was born and raised in New Orleans, La., 
I am somewhat aware of corruption involving politics, power, infl uence, and the 
common denominator: CASH. It is just how things are done. C’est la vie.

But the corruption was done with a great deal of polite discretion, almost an 
art form actually. Never blatant, and always to eventual public benefi t even at 
the public’s expense of such work. The price of progress, as it were, when all 
participants looked to make profi t on the side, at public expense. It was quiet, 
polite, and it worked to benefi t both public and private interests. Progress and 
profi t all around. “Laissez les bon temps rouler,” let the good times roll! The system 
worked at least.

I’ve only been living in Spokane since 1988, after 5 years, 9 months, 12 days, 8 
hours, 37 minutes and about 43 seconds serving overseas in the U.S.A.F.

When I arrived, I fell in love with Spokane’s quaintness and orderliness that 
reminded me of the old TV city of Mayberry. Folks said “Hi” when passing on 
the streets, and the streets were well-kept and clean. A medium smallish city with 
an intimate small town atmosphere made for good folks raising families. Idyllic 
and open-minded, open-hearted, to the point of having a tolerated nude beach at 
People’s Park.

So I’ll perhaps put down some roots here. Oops, my Dutch wife moved to San 
Diego to teach at a Waldorf school, as one reason with the other reason being 
that she just didn’t like Spokane. Loved the people, loved the area, but just felt 
uncomfortable. Our divorce was friendly. No kids.

I always wondered why she felt uncomfortable in Spokane. I even asked her. She 
only replied, “Something is not right. This whole place is an image, a fa ade, it’s all 
false. I can’t live here.”

She is a remarkable intuitive; on the mark always. I just could not understand her 
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perspective, as I wanted to use my VA benefi ts, buy into debt for a mortgage/
house, and start a family. I stayed. She left.

Over the years since her departure and eventual divorce, I’ve never forgotten her 
words, “Something is not right. This whole place is an image, a fa ade, it’s all false.” 
I didn’t understand what she meant.

Slowly, over the years I’ve spent here, I’m learning what my former wife meant. 
Your coverage of the River park Square garage issue spells out the problem of a 
designed complex private/public venture in a manner that a common citizen can 
realize and understand the implications of the cost to the taxpayer over 20 years.

Please excuse my choice of words, but the citizens of Spokane are looking at slow 
motion rape for 20 years. All spelled out in convoluted legal language designed to 
confuse most legal linguists.

An yet, through an “emergency” measure, was approved by the city council acting 
on the best interests of the citizens of Spokane?!

Thank you for unwinding this Gordian knot of legalese mishmash meant to 
confuse and obscure anyone who gives a damn to fi nd out just what the hell is 
going on in this private/public deal.

And now the “fog of war” grows thicker. The mayor seems to be a “spinmeister,” 
who has problems with the lawyer representing the city somehow buying her job. 
To whose gain? What are her past and present associations and motivations? Any 
Cowles shadows?

This is almost a comic/tragic opera, as all comedy is based on tragedy.

As the son of a real estate appraiser who taught appraisal at Tulane University in 
New Orleans for over 20 years, and whose older brother still does, I chatted and 
learned that the method of appraisal ORDERED is designed to screw one party of 
an agreement if both parties agree to this method versus the standard fair market 
value method. City ordered method to benefi t the private party involved. You 
know the rest.
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Thanks for letting me vent a bit. Thanks for your efforts on behalf of “We, the 
People of Spokane.” Yours is truly a noble effort in a noble cause of the search for 
truth in Spokane politics, and how certain powers do infl uence us all every day. 
Keep up the good work!

--T. Bryan Guice (3/9/02)

The Ombudsman Responds

THANKS FOR YOUR MESSAGE [see Tim Connor’s letter] and thanks for the 
candor with which you raised several points. Rather than respond to all of them 
I’ll describe as briefl y as I can my sense of the job I’ve been assigned to do and 
the philosophy with which I intend to approach it. First, however, I would like to 
answer a couple of your concerns directly.

First, the obvious one: I am well aware that the parking garage issue continues to 
be a sensitive one for us, and I intend to deal with it when the right opportunity 
presents itself. Second, regarding the “civic terrorism” comment. Chris’s remarks 
may well have been intemperate, but it happened four years ago. If I’d just been 
hired to cover college football starting Dec. 1, I wouldn’t be writing about the 1998 
Rose Bowl now.

Regarding the job of the ombudsman, many issues pose credibility challenges 
for The Spokesman-Review. That’s true of just about any newspaper these days. 
At this point I feel obliged to listen to the voice of the readers in deciding what’s 
most important to them - and in all honesty the few people who have mentioned 
River Park Square have done so in only the broadest of terms. Your e-mail 
comments about Jim Camden’s recent story is the fi rst specifi c RPS issue anyone 
has submitted to me since the job was announced in November. (And in that case 
it strikes me as a little premature to declare an inaccuracy on the basis of what at 
this point would be a projection.) Still, when an incident comes along that raises 
legitimate current issues regarding S-R coverage of the story (and I presume it 
will), I will comment.

--Doug Floyd (1/8/02)Ombudsman, The Spokesman-Review
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LETTERS FROM 2001

Spokesman-Review Reporter Protests

IN HIS NOV. 18 CAMAS piece “Missing Information,” Larry Shook quoted me 
accurately. And in the Nov. 21 Local Planet, Tom Grant quoted Shook quoting me 
accurately. But they also commit the same journalistic sin Shook accuses me of: that 
of omission. If Shook and Grant had printed a more representative sample of my 
comments, their readers would have read me saying that although we have been 
beat on some of our River Park Square coverage, our pattern has been to wait, do 
our own reporting and break ground with a new story. Yes, I acknowledged that - 
gasp! - even we occasionally stumble. But by no means did I mean to indicate that 
we are content to be scooped. The Spokesman-Review has broken news on the 
River Park Square story before and we will again.

--OLIVER STALEY (11/28/01)

Editor’s Note: Mr. Staley’s qualifi cation noted above was not part of his answer 
during our interview. Had he given an indication that the newspaper was planning 
to “do our own reporting and break ground with a new story” regarding the 
documents Councilwoman Rodgers left with him and his colleagues, it would have 
been reported.

Parking Rates a Poor Bargain

A DOLLAR WILL BUY YOU 60 minutes of on-street parking in downtown 
Portland, Seattle or Spokane. In the cases of Portland and Seattle, the dollar 
seems better spent, for there is really a downtown there. In Spokane, the same 
dollar buys an hour’s access to a wasteland of paved-over blocks and vacant 
buildings. Park and weep.

I am sorry that I have to be truthful about Spokane’s downtown, for I consider 
myself one of the downtown’s most ardent boosters. Despite the cost of on-street 
parking and the inconvenience caused by the closure of Post under River Park 
Square and by the conversion of Wall into a tawdry service drive, I remain loyal to 
several locally owned businesses downtown.

I understand, moreover, that the high price of on-street parking in Spokane is 
required by covenants built into the contracts for River Park Square. In some 
sense, in other words, the national chain stores have been able to require that I 
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pay substantially more for parking when I go to small local business downtown. I 
resent that.

The Local Planet’s Tom Grant (“Parking Plan to Funnel Money to AMC”, 
November 21, 2001) reports Councilman Cherie Rodgers’ discovery that Parking 
Development Authority chair Gavin Cooley is holding secret meetings in evasion 
of the public meetings laws in order to discuss a global parking plan, which might, 
among other provisions, have the city raise parking meter rates and charge for 
parking meters in the evening and on Sunday in order to provide hundreds of 
thousands of dollars of parking subsidies annually to AMC and Nordstrom.

Do I understand this right? Someone wants to raise the fees I pay for on-street 
parking when I trade at Saad’s, Homestead, Boo Radley’s, Four Seasons, Huppin’s, 
Rick Singer’s, Aunties’, Dodson’s, Joel’s or the Europa in order to subsidize parking 
for AMC and Nordstrom? I don’t think so.

--WAYNE B. KRAFT (11/28/01)

Spokesman-Review Boycott Urged

THANK YOU FOR YOUR FAIR AND HONEST presentation of the issues in 
the “good old boy” town. The people at Momentum, the Journal of Business, 
KHQ radio, the Farmer Stockman, and KHQ-TV need to be taken to task for the 
stranglehold this octopus has put on the Inland Empire.

There is legal slave labor here in Spokane. The new businesses become part of the 
problem because the owners/managers are told “don’t break the rules or we will 
break you.” Furthermore, it is illegal based on existing constitutional law to sue 
public offi cials for statements made while conducting their elected duties. In effect, 
the Cowles family is suing themselves. Therefore, I call on all people in Spokane to 
cease advertising in the Spokesman-Review and cancel their subscriptions. Why 
do we continue to line the pockets of the people who continue this hypocrisy? 
Absolute power corrupts absolutely. Thank you for your courage.

--FRANCES COY (10/31/01)

‘Economic Terrorism’ in Spokane

LARRY SHOOK’S RECENT recounting of the meeting between Cherie Rodgers 
and Judge Guy was particularly shocking in light of the September 11th tragedy. 
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The USA has suffered grotesquely at the hands of terrorists. It appears that City 
Councilwoman Rodgers (and, by default, the citizens of Spokane) are suffering a 
different form of terrorism - economic terrorism at the hands of the Cowles. How 
despicable! A family of billionaires attempting, out of spite, to bankrupt a widow 
by their punishing use of the legal system. Just so they can save face. Tsk. Tsk. Tsk. 
Apparently all the justifi able wrath in the Inland Empire should not be directed 
solely at Afghanistan.

--JACK GORDON (10/8/01)

Try the Smell Test

JOHN POWERS FAVORS MEDIATION to resolve the River Park Square garage 
problem (commentary, The Pacifi c Northwest Inlander, August 23, 2001). Bob 
Herold asks: “Would Powers’ critics have preferred the Steve Eugster approach-
you know, the one that would have us talking not about an equitable settlement 
but jail sentences?” (commentary, The Pacifi c Northwest Inlander, August 30th).

That would make me a critic of Mayor Powers, and the short answer is yes. What 
do you call a person who steals a loaf of bread? (Are you with me here?) What 
do you call a gang which steals a car? (Are you still with me?) What do you call a 
group of monied interests, city leaders and elected offi cials who conspire to commit 
bond fraud by paying a developer $10 to $12 million more than a garage is worth, 
leaving the bondholders and the citizens to pick up the bill?

Betsy Cowles explains her involvement in the whole matter as nothing but a self-
sacrifi cing contribution to the welfare of the downtown (commentary, The Pacifi c 
Northwest Inlander, September 6th). That would be, then, the third upbeat Inlander 
garage commentary in a row, and it sure looks as though the Inlander is competing 
to become the city’s second source of happy news about the River Park Square 
garage problem. But Ms. Cowles should consider that the time for convincing folks 
you’re doing them a favor is before you pocket the extra $10 million or so, not after 
you’ve done it and the facts of the caper begin to come to light.

Here’s my evaluation of the situation. Mayor Powers and a handful of the city 
councilmen want to mediate, but everyone else seems to be smelling fraud and 
that sounds like jail sentences. The citizens of Spokane seem to have heard only 
one side of the story, largely through the investigative reporting of Tim Connor 
and others at Camas Magazine (for the latest, see “IRS Rules against River Park 
Square Bonds”, September 15th, and “Analysis: Sympathetic Lies”, September 
18th). The other side isn’t helping its case much, for it’s talking about anything and 
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everything that distracts from the real issue. The lawsuit fi led and then withdrawn 
by the City of Spokane is said to have alleged fraud as is the suit fi led by the 
bondholders. Has Mayor Powers lost his sense of smell? If Mayor Powers can 
convince us that Betsy Cowles, Roberta Greene and their pals aren’t guilty of fraud, 
then it’s soon enough to consider mediation.

--WAYNE KRAFT (9/25/01)

Why Should Spokane’s Credit Rating Suffer?

SHOCKER! -- DOWNGRADING of the city’s bond ratings by Moody’s to ‘A’ and - 
affi nity? -- Standard and Poors to ‘BBB’. Refresher! Municipal bonds: most common 
are general obligation bonds issued by states, counties, cities, towns, schools and 
special districts, where the issuer promises “full faith, credit and taxing power” to 
insure that the principal and interest payments are made on time. Revenue bonds: 
are issued by enterprises such as hospitals, universities, airports, toll roads, public 
utilities, etc. These bonds are backed only by the earning power of the facility 
constructed with the proceeds of the bonds issued. (The S.E.C. does not regulate 
the mutual bond market; it’s the bond counsel who provides the legal opinion.)

The Riverfront Square Parking Project revenue bonds were not issued by the City 
of Spokane but by the nonprofi t Spokane Downtown Foundation. The prospectus 
contained a registration statement fi led with the Securities and Exchange 
Commission; the company listed the essential facts of its fi nancial condition 
and operation, and members of the selling group gave this to every buyer or 
potential buyer. The statement on the cover read: “...IS NOT AN OBLIGATION 
OF THE STATE OF WASHINGTON, THE CITY OF SPOKANE... AND NEITHER 
THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OF 
WASHINGTON, THE CITY OF SPOKANE... IS PLEDGED TO THE PAYMENT OF 
THE PRINCIPAL OF OR INTEREST OR PREMIUM, IF ANY, ON THE BONDS...”

This statement is repeated under “SOURCES OF PAYMENT AND SECURITY FOR 
THE BONDS.” Standard & Poor’s rating services assigned BBB to the bonds. Under 
“City Pledge of Parking Meter Revenues,” this quote is signifi cant...”The City 
has not pledged its full faith, credit and resources, or money in the City’s General 
Fund to the payment of Fixed Ground Rent or Operating Expenses, nor are any of 
the City’s assets or funds pledged to the payment of principal of or interest on the 
Bonds....” The ratings on these bonds could have been increased with the purchase 
of insurance and credit enhancements, such as letters of credit from banks and 
Insurance companies (offering a line of credit or money).
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Municipal bonds are generally tax-exempt and regarded as safe, but many present 
risks, notable since the 1970s when New York City defaulted and later Cleveland, 
Ohio. Both cities had A ratings. The Washington Public Power Supply System 
(known as WHOOPS) shocked the municipal bond market when it defaulted. 
Construction on the plants was halted midway when the power company was 
unable to raise rates to cover the construction costs.

Keybank in Princeton, New Jersey (Bloomberg News) and most recently the 
State of Tennessee (Governing Magazine) were downgraded. In every state and 
municipality - with construction - bond downgrading is inevitable. However, with 
the State of Massachusetts, problems with the Turnpike Authority’s excessive cost 
overruns ($300 million) on a project (called the “Big Dig”) climbed from $10.8 
billion to $14.1 billion in 2000; top managers were fi red for artifi cially keeping 
public estimates of the cost down and still maintaining AAA ratings.

How could a nonprofi t organization promise... full faith, credit and taxing power of 
the City of Spokane? How can any analyst state...”the downgrade is based on the 
City’s unwillingness to meet its fi nancial obligations”? What obligations? Further 
alarm comes in the local language used, such as “...it’s just a big, big difference in 
perception of credit worthiness...” Whom are we talking about that’s investing in 
municipal bonds - the minimum wage public?

The city should be upset and appeal this downgrading now that the IRS’s 
preliminary fi nding states “...the issuer was not a qualifi ed issuer...”, thus the bond 
is not tax-exempt. Spokane has been deceived both near and far, originating from 
a clever legal opinion bordering on fraud. Now is the time for the city to demand 
(hardball) - not ask - that the ratings be restored expeditiously, speaking from a 
position of strength, the courts if necessary.

--EDWARD THOMAS, JR. (9/24/01)

Editor’s Note:

The main questions posed in Mr. Thomas’s letter were addressed by Standard & 
Poors and Moody’s ratings services when they downgraded the city’s credit rating 
in early August. Both acknowledged his principal point-that no city funds were 
pledged for debt service on the Spokane Downtown Foundation bonds. What the 
city had pledged, they noted, were loans from the city’s parking meter revenue 
fund in the event there were shortfalls in “ground rent” and operating expenses at 
the garage.

Standard & Poors explained: “As represented to Standard & Poors and in 
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supporting legal documents, the city’s pledge was a fi rst lien on its parking meter 
revenues and was contingent on a defi ciency of revenues, which has been the case.” 
Standard & Poors added that it viewed this pledge as a “contractual obligation” of 
the city and that the city’s “willingness to meet contractual obligations is a critical 
component of any credit rating, and failure to meet those obligations will result in 
rating action on the GO [general obligation] rating.”

Moody’s, notably, chose not to issue a rating for the bonds sold tofi nance the 
garage. Still, it offered three reasons why the River Park Square issue had resulted 
in its decision to downgrade the city’s general obligation debt: “The ratings 
actions refl ect the failure of the city and other parties to resolve their disputes 
surrounding the development of a downtown parking garage despite the passage 
of considerable time; the city’s continued unwillingness to honor its fi nancial 
commitment made in conjunction with the bond-fi nancing of the garage even 
in the face of an imminent default on the bonds; and the increasingly litigious 
environment resulting from the dispute over the garage project.”

Bondholder Attorney: ‘No Pulled Punches’

I JUST READ your most recent article [“Sympathetic Lies”] and, as usual, am 
impressed. One comment, for whatever it’s worth, is that while I understand 
how you could draw the “good cop/bad cop” inference (if for no other reason 
than because that is how it seems to have ultimately played out), our strategy in 
representing the bondholders in this case has been dictated entirely by our past 
experience in representing bondholders in many of these kinds of cases. We have 
no agreements, formal or informal, with the City, and we have not sought, let alone 
been infl uenced by, anything Powers/Siddoway might think about how we should 
prosecute the bondholders’ claims. On the contrary, we strongly believe, and have 
specifi cally alleged in the Complaint, that the City is jointly and severally liable for 
all losses the bondholders have or will sustain.

We have no intention of pulling our punches against the City - or any other 
Defendant. The infamous friendly postcard to Lauri Siddoway was sent at a time 
when we wanted and needed access to information and materials in the City’s fi les 
as part of our pre-fi ling investigation and to draft the Complaint, and I’ve found, 
over the years, that friendly humor is a good bridge builder. It was also sent before 
I realized that the nature of politics in Spokane as a full-contact, participatory sport 
means innocent communications can take on all manner of nefarious connotations.

Obviously, I can’t control what anyone may read into that communication any 
more than I can control when Siddoway is going to fi le her Answer or what she is 
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going to put in it. I can, however, confi rm that any conclusion that the bondholders 
and the City are somehow engaged in a collusive, coordinated effort is just plain 
wrong. If some settlement can be negotiated that pays the bondholders in full 
(and we have made it clear to all concerned that the bondholders will have to be 
paid in full), we really don’t care which Defendant pays what portion of the funds 
needed to achieve that end. If no settlement can be reached, our efforts at trial will 
be devoted to presenting the evidence that establishes each and every Defendant’s 
role in, and responsibility for, the fraudulent scheme. Whether the City is front and 
center in that group remains to be seen, but I can assure you the City is damn sure 
in the group.

--GARY J. CERIANI (9/20/01)

Where’s the Exit?

I HEARD ABOUT the online magazine while listening to an interview on KXLY 
with Tim Connor. I want to thank you for the in-depth investigation and reporting 
of this matter. There are precious few independent news and information sources 
in the Spokane area. I do not believe what I read in the Spokesman-Review about 
River Park Square or the city council meetings. I am amazed that quite a few of the 
local citizens allow their opinions to be shaped by such a biased organization.

I do not know how River Park Square can stay open much longer. I have shopped 
there a few times and there are never many other shoppers there and frankly, the 
anchor tenant doesn’t look as prosperous and upscale as it did in years past. Mostly 
we go to eat at one of the restaurants and do not shop before we leave. I really do 
not like the parking garage with its one exit.

--MURREL WOLFROM (9/19/01)

Call for SEC Investigation

I WAS DISAPPOINTED that Larry did not use the rest of my vitriol. Please feel free 
to print the attached in its entirety:

[letter to Spokesman-Review reporter Jim Camden]

I am sorry that I missed your call placed to me after 5:00 p.m. your time on Friday. 
As I am sure that you will be doing follow-up stories. Here is my comment for you 
that you may quote verbatim:
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I fi led a detailed complaint with the IRS prior to the issuance of these bonds in the 
summer of 1998. I did not do this lightly. However, it was necessary to do so as this 
is one of the most egregious bond issues that I have ever reviewed in my 22 years 
of experience in the municipal bond fi eld.

The fi ndings of the IRS clearly mirrored specifi c arguments made in the Complaint. 
While the IRS could have made its determination on narrower grounds, the IRS 
chose to go to the very heart of the issue. So let there be no mistake, this is no 
simple technical ruling. Moreover, as rulings of this sort are extremely rare, this 
emphasizes how very improper this bond underwriting was.

In my experience, in instances where a bond issue is deemed to be taxable, the IRS 
proceeds against the issuer and the professionals who worked on the bond issue, 
instead of simply penalizing the bond holders who bought the bonds, relying on 
the bond circular and the legal opinions of those associated with the bond issue.

Make no mistake about it, in its simplest terms the preliminary ruling means that 
it is the sense of the IRS that the Federal Treasury has been robbed of revenue 
representing taxes on the bond interest payments. It is too bad those that those who 
brought this devastation to Spokane continue to stonewall and blow smoke. The 
lawsuits brought by the Developer against Councilpersons Rodgers, Eugster and 
Corker can now be seen as the cruel joke that they were, baseless suits designed to 
intimidate and silence public offi cials who were acting in the best interests of the 
citizenry, in contrast to others such as Rob Higgins and Roberta Greene, who long 
ago abrogated their fi duciary responsibilities as representatives of the people of 
Spokane when it came to River Park Square.

I also fi nd fault with Mayor Powers and his counsel Laurel Siddoway, who have 
shown no interest whatsoever in getting to the bottom of the wrongdoing here. 
Instead they have adopted a strategy of trying to smooth things over, settling the 
lawsuits by getting the citizens of Spokane to bail out what I have termed all along 
as a “heist” by the developer of River Park Square and others. One doesn’t have 
to live and work over 3,000 miles away from Spokane to see that Mayor Powers’ 
strategy has simply been to sacrifi ce the interests of the citizens of Spokane for 
old cronies. Moreover it shows an incredible lack of understanding of municipal 
fi nance and a totally improper focus for Laurel Siddoway or anyone else to think 
that a refunding of these bonds was ever a possibility. I cannot imagine any 
reputable bond lawyer, no matter how fee-starved he might be, to be willing to 
bless what went on in the fi rst bond issue in order to refi nance it. The citizens of 
Spokane deserve much more than this lame approach that has been a total sellout.
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At this juncture, the civic thing to do by the Cowles family would be to pay off 
the River Park Square bonds, pay a penalty to the IRS, withdraw their baseless 
litigation against the three councilpersons, reimbursing those councilpersons, 
and paying them damages from the misuse of litigation by the developer. They 
also should make payments to the City for the fi scal disruption that River Park 
Square has brought in terms of current budgetary problems as well as the increased 
interest costs that Spokane will have to shoulder for some time into the future, 
every time it accesses the credit markets as a result of its fi nancial downgrading by 
the ratings agencies, all caused by this ill-conceived and poorly executed fi nancing.

However, I have seen nothing in any remote way which approaches civic noblesse 
by the Cowleses in the three years that I have been involved with this bond issue.

As I have said before, the IRS rarely acts in the manner that it has acted.

Moreover the IRS is only one agency that has jurisdiction over improper municipal 
bond offerings. I have said all along that this bond issue bond issue has been 
improper in many ways. There are a host of other questions about the propriety 
of other aspects of this fi nancing. Accordingly, I will be asking the United States 
Securities and Exchange Commission to look into any securities fraud issues that 
arise from this bond issue.

Finally, Councilman Eugster has raised excellent questions to criminal prosecutors. 
Those questions will only be dismissed by the same foolhardy people who thought 
that the IRS would never act either.

--MARK D. SCHWARTZ (9/18/01)
Pennsylvania

Kudos from Readers

YOUR MAGAZINE is as valuable to the Inland Northwest as NPR and PBS are to 
the nation. Please keep it up.

--STEVE NELSON (9/5/01)
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MY WIFE AND I were just discussing a very biased article in the Spokesman-
Review. I think the Camas Magazine people should consider leading a poll to 
see how much fi nancial backing could be garnered to create a competitive daily 
newspaper to the SR.

--KENT RICHARDSON (8/27/01)

I HAVE READ Mr. Connor’s articles on camasmagazine.com and have been 
extremely impressed by both the precision and depth of his research and reporting 
on the River Park Square garage issue in Spokane, if the River Park Square garage 
were in Seattle or Los Angeles rather than Spokane, it is quite probable that a 
federal grand jury would have been convened by now to investigate. It will be 
interesting to see if the IRS investigation produces anything substantive.

I hope that Mr. Connor will continue to publish updates to this story in 
camasmagazine.com.

--WILLIAM L. MCCRORY (5/3/01)

THANKS FOR TAKING the time to thoroughly cover this story on my father 
[“Losing Dan Cenis”]. You provided a much-needed insight into the city politics at 
hand. I used to work for KHQ Television and I am confi dent that this story would 
never have been written in the same detail by KHQ or the Spokesman.

You have risen above the political quagmire and have provided a great service to 
the people of Spokane.

--CARRIE CENIS-LOCKHERT (4/28/01)

Will Convention Center Be Another RPS?

I’VE JUST BEEN LOOKING at your work at Camas Magazine after hearing Tim 
Connor on public radio. It is truly wonderful for the people of Spokane that you 
were willing to root to the bottom of a terrible situation. Congratulations on your 
awards.

The reason I write to you is that there is another story of similar dimensions, which 
you may already be aware of, concerning yet more highly unusual negotiations 
involving the expansion of the Convention Center.

A local developer has tried repeatedly to bring the real costs to the attention of the 
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folks planning the expansion, as well as those who will be asked to approve the 
expansion, to no avail. The Convention Center expansion can’t happen as planned 
and will cost signifi cantly more than the estimate being foisted off on the council 
and the new mayor. The mayor has seen the real numbers and is adamant that the 
developer is a “troublemaker.” The developer has brought in people from around 
the country who have verifi ed his numbers and debunked the numbers being 
touted by the Convention Center people. He still didn’t listen. Now, the developer 
is going straight to the city council members with his proposal. I’m guessing that 
sparks will fl y.

I’m really tired of secret deals. I’m hoping that someone will bring the story to the 
attention of the people of Spokane before the deals take place instead of having to 
learn the gory details after the deals are done.

--FRITZ STOUT (8/21/01)

Suspicions About Cowles Infl uence

I THOROUGHLY ENJOYED following the wonderful investigative reporting, of 
your online magazine. All of us peons need to know that we are not necessarily 
living in Cowlestown.

Besides being irritated with the RPS debacle, I still fume over the quiet and 
undoubtedly exerted infl uence of the Cowles family on the location and building 
of our downtown library. I only wish we would have had the same type of 
investigative reporting during the period when the new library was being decided.

The location of the present downtown library was a poor one. The parking was 
a problem and still is a problem. Other areas of downtown should have been 
seriously considered than the current location. Had the library been built more to 
the east of where it is now, would have raised property values in other sections of 
downtown.

However, the Cowles family wanted the library exactly where it was previously 
so that their reporters could have walking access to do research. Moreover, a new, 
beautiful library ensured the Cowles that the city had enhanced their nearby 
property. Did the Cowles also have infl uence on the library board at that time? 
Why would anyone think they did not?

I fi nd it ironic that several years before the decision was made to build a new 
downtown library after the bonds were approved, that a new lead librarian was 
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brought into Spokane, and he sorely favored its old location. After the library was 
built, the man disappeared into another job somewhere out of Spokane. Could 
he have been a pawn of The Cowles? I think possibly so. There were great ideas 
bantered around on sites for the library which could have enhanced other areas of 
downtown rather than the Cowles Triangle.

Look into the library project, which at the time was kind of overshadowed by the 
STA Transit Center, and you will fi nd Cowlesmania there too.

--JACK A. ABEL (8/16/01)

Critic Charges Cowleses Jeopardize Future Generations

WHILE WORKING ON a case in Seattle last week I came across a copy of the 
Washington CEO, featuring Stacey Cowles on the subject of business growth and 
development. After being asked by former Spokane city offi cials to examine the 
Cowles’s River Park Square project back in 1998, it has long since been clear to me 
that the Inland Empire is really the Cowles Empire and that Spokane is America’s 
last company town. Unless the Cowleses can profi t by it, there is no growth. 
By anyone else’s defi nition, Spokane stands in a profound state of economic 
depression in stark contrast to other areas in the state. Moreover, the Cowleses 
are singularly responsible for Spokane’s depressed and downtrodden economic 
situation, having intimidated, frustrated and vanquished those who have sought to 
bring jobs, technology, and economic growth to Spokane.

Stacey Cowles refers to River Park Square as an example of economic development. 
It was anything but a public/private partnership. The Cowleses appropriated close 
to $25 million in HUD loans and grants for a high-end mall that the average citizen 
can’t afford to shop in. What is more, they unloaded their private parking garage 
on the public sector for a high multiple of any reasonable value, crippling the City’s 
budget and jeopardizing future generations through damage to Spokane’s bond 
rating. This was not a public-private partnership.

Despite lawsuits by bondholders and an investigation by the Internal Revenue 
Service, the Cowleses continue to impose their rose-colored views on their fi efdom 
through family media control. “No problem. Everything’s fi ne.” That will be the 
theme even after the garage bonds go into default.
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However, national media attention coupled with local investigative reporting by 
courageous small-scale publications, such as The Local Planet, promises to depict 
Stacey Cowles’s notion of economic development for what it truly is, a heist.

--MARK D. SCHWARTZ, ATTORNEY (5/3/01)
Pennsylvania

Credibility Forum Yields Disappointment

[Letter written regarding Camas’ reporting that appeared in The Local Planet:]

IF THEY HAND OUT AWARDS for journalistic integrity, accuracy and community 
service then the Local Planet, its staff and contributing writers should be bringing 
them home in boxes. The information this incredible publication serves up to the 
citizens of Spokane on tough issues like the RPS garage, the fi ring of Dan Cenis and 
the propaganda machine known as the Spokesman-Review is all that keeps us from 
becoming deranged Cowles cultists.

About four months ago I was pleasantly surprised to be invited to a “credibility 
forum” being presented by the S-R. The subject was to be the River Park square 
garage and how the Review covered it. As I listened I was encouraged. A 
wonderful cross section of the community was in attendance as well as Review 
reporters and even someone from the Seattle P.I. And of course Stacey Cowles 
himself was present and sat in a second row seat in a futile attempt to infl uence by 
his mere presence. I say that because if credibility were his concern he would have 
demonstrated it by allowing the forum to operate without him in attendance.

The Review management, with few exceptions, took a serious beating on credibility 
and its infl uence-peddling reporting, by the vast majority present concerning the 
RPS garage. From peers across the state to in-house staff, local business people, 
educators and everyday citizens, the consensus was that the Spokesman-Review 
had failed miserably at being objective, to the point that it followed a system of 
misinformation by simply not reporting negative information about the project 
and labeling and attacking those who raised valid concerns. I was impressed by 
the openness of the editors of the Review and their supposed graciousness in being 
passionately reprimanded by so many. I even winced a time or two. At the close of 
the forum we were told that we could probably expect to continue the discussion at 
a later date if we so desired. We did.

There was no concession regarding policy ever made by the Review managing 
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editors that created the forum, but there was hope that change would be coming, 
and coming soon.

It was a false hope. After two months I e-mailed Editor Doug Floyd and 
expressed my disappointment in what I had determined to be an abandonment 
of any possible positive results or changes in Spokesman-Review policy. My 
determination was made because neither I, nor any other participants contacted 
had heard a word during that time from anyone at the Review. I was told it had not 
been abandoned but that the process was being “designed as it went along”. That 
was a month ago. Recent news stories by KXLY reporter Tom Grant, Local Planet 
reporters like Larry Shook, truth seeker Tim Connor and others clearly demonstrate 
that there are still many revelations about this project. Still, not one investigative 
reporter from the Review has been designated, and somehow serious in-depth 
coverage of the garage from opposing perspectives eludes them.

Even more recent revelations regarding the processes surrounding the garage 
fi nancing and development suggest the worst is yet to come. Now it’s in Federal 
court and the discovery process is mandatory. Bondholders are suing. The IRS 
is investigating. Either some folks were very stupid, very na•ve, very devious 
or a combination. Regardless, we need to clean house before we bring in new 
furnishings. I know I can count on this paper and its “good people” to provide the 
tools.

--DAVID BRAY (4/28/01)

Critic Notes Cowles Confl ict of Interest

AS I READ W. Stacy Cowles’s letter [to the editor, see below] I was struck how by 
how far he is from seeing fairness.

I fi nd it annoying to read in every story concerning River Park Square or the 
parking garage, “the disclosure of our cross-ownership.” Admitting a confl ict of 
interest does not make the reporter or reporting unbiased.

The Columbia Journalism Review [CJR] which awarded a “Laurel” to KXLY in 
the September/October 1998 edition with information I had originally submitted 
to Gloria Cooper, Managing Editor, opened her story with this: “(Laurel to KXLY) 
for demonstrating the value of other voices in a one-newspaper town. With the 
Spokesman-Review involved daily in a classic confl ict of interest - reporting on 
a controversial $100 million development project in which its owner, the Cowles 
family, is a major investor - the ABC affi liate stepped into the breach.”
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I might add that since the CJR story not one letter that I’ve submitted to the S-R 
editorial board has been printed.

Cowles’s [letter to editor] ends with “...the whole point of this public/private 
partnership...,” but what is the point, when a stacked city council votes in an 
emergency to deny the people of Spokane the chance of voicing their opinion at 
the ballot box? Three million in tax revenues a year from all this, but how much is 
it costing the citizens to get the three million in taxes? They’ll never know, because 
this is not a partnership.

Cowles giving River Park Square credit for the $250 million in new projects and 
the Davenport Hotel renovations is a stretch, except perhaps for nobility surveying 
their realm and peasantry below.

--JAMES ALLEN (4/28/01)

Stacey Cowles Charges Camas Confl ict of Interest

LARRY SHOOK LEFT OUT disclosure of his own confl ict of interest in his latest 
crack at the Spokesman-Review and River Park Square [All in the Family]. In every 
story The Spokesman-Review wrote about River Park Square there was and still is 
a clear disclosure of our cross-ownership. Mr. Shook told me “certain Local Planet 
advertisers” were paying him for his work, but he was “not at liberty” to name 
them. I’m sure readers would be interested to know.

I’m proud of the job our journalists have done in covering a project that is integral 
to the prosperity of this city. Their work may be open to criticism by outsiders, just 
the way the Chicago Tribune’s coverage of the Trib-owned Cubs baseball team is. 
Nevertheless, what ultimately matters to me (and to them) is that they have the 
freedom to seek and report the truth. Our award-winning journalists and editors 
are among the best in the country.

With respect to River Park Square, my family and I are extremely proud of the 
downtown revitalization the project has spurred. Without “the mess” of River 
Park Square, the City’s revenues from sales and property tax would be some $3 
million less per year. Shook fails to acknowledge that the project has served as 
the catalyst for more than $250 million of new projects in the past fi ve years--
including renovation of The Davenport Hotel. Even after it pays what it owes to 
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the developer, the city has grown its tax base and increased its net revenue-which 
was the whole point of this public/private partnership.

--W. STACEY COWLES (4/11/01)
Publisher, The Spokesman-Review

“Odds Favor Betsy”

I’M A BIG FAN of Larry Shook’s writing skills, which were clearly evident in 
his two-part series “All in the Family.” Did the Spokesman-Review compromise 
journalistic standards in its coverage of River Park Square? Of course it did. Notice 
how the reporting repentance occurs AFTER the HUD money was in the bank. In 
terms of fear and adulation of birthright leadership, Spokane reminds me of Great 
Britain. Everyone gripes about the monarchy, but nobody really wants to change it. 
The storm will subside, and Spokane will continue to be led on a leash by a handful 
of relentless gold diggers and their supporting cast of “professionals” who have 
sold their souls for a mess of porridge. All of the hired hands are bought and paid 
for. The only person in that town with a backbone is Steve Eugster. And that’s why 
he’s so disliked. He gives all the spineless wonders a real dose of personal anxiety. 
The only hope for Spokane to become a functional and more prosperous city is the 
new form of government, which should gradually create a power balance between 
the gold diggers and the people. But, unfortunately, the odds favor Betsy and her 
checkbook.

--KEVIN COLEMAN (4/11/01)
Controller Tribune Publishing Co./Columbia (MO) Daily Tribune
Former Internal Auditor for Cowles Publishing Co.
Former Publisher, The New Press (Spokane)

Former Publisher Criticizes Cowles

LARRY SHOOK’S TWO-PART piece on the downtown Cowles mess [All in the 
Family] serves Spokane’s thinking community with important insider background, 
serious questions and even a few answers. Mr. Shook has been a Spokane asset for 
almost 30 years; his writing, especially on the waste incinerator, has been brilliant.

But dwelling on the shenanigans of the Cowles kids only began to shed light on the 
hardiest of River Park Square mysteries: “Why is the project and the garage such a 
bad deal for Spokane?”
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And if it’s so bad, “Why on earth did the city buy into it?”

The answer to the fi rst is simple: the deal has been forever tainted by the ridiculous 
price and terms paid to the Cowles. (Some say it’s beyond stupid and it may be 
criminal. We shall see.)

In business, a good deal is one in which both sides walk away happy. Spokane 
is not happy about this deal and due to the terms, it never will be. No amount of 
haggling and negotiation will ever mend a deal so lopsided. Revisiting the deal 
and resetting sales prices to something approaching fair is the only way out.

The Cowles seem to understand that as we see by their current strategy that it’s 
perhaps better to gamble their cases for more handouts through the courts than to 
settle it out via revised and maybe more honest appraisals.

(Consult the appraised value history of the property in the County’s public records 
to get an idea of how far we are from reality. While you’re at it, take a gander at the 
rest of the Cowles’ properties and you will see this is not the only corporate welfare 
they benefi t from.)

The answer to the second question: “Why did the city buy into such a one-sided 
deal?” will likely have to be discovered by an independent prosecutor.

Former editor Pierson is likely correct; Bill Cowles III would be turning over in his 
grave if he could see what the kids have done to his city, his paper and the family 
reputation, disgust which I have heard his brother, Uncle Jim, voice several times in 
public.

The thought of Bill 3rd panhandling, ram-rodding, conniving and schmoozing our 
small town leadership for such hefty handouts-that we cannot afford*-is beyond 
consideration. It’s more plausible that if he were still with us, Bill III would simply 
write a check to close the door on this disaster and move on.

Keep in mind, young Betsy graduated from the Seattle legal community and 
came home around the same time that Seattle found itself in its own $50 million 
downtown revitalization mess; interestingly that scandal also included the rich 
begging for public dollars, intimidated city staffers and a peculiar Nordstrom lease. 
So no one should accuse Ms. Cowles of being original when she concocted an 
aggressive way to shake down Spokane’s city coffers.

But now Betsy, her attorneys and PR fl acks must be very creative in digging up 
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angles to sell Spokane on what a great deal it got when she decided to shoot a huge 
hole in the treasury (“...more jobs, taxes, shopping...”)

Let’s see how pretty a picture they can paint when the questions-Why is this deal 
so bad? And why did the city buy It?-result in indictments, dismissals and endless 
taxpayer lawsuits.

--SCOTT CRYTSER (4/5/01)
Founder and Publisher
(Spokane) Journal of Business (1985-1997)*We can only hope that potholes we now 
can’t afford to fi x will occasionally fl atten a Cowles tire, too.

Where’s the Emergency?

I HAVE FOLLOWED the River Park Square [see “Secret Deal” Archives] story since 
the beginning; have never agreed with the emergency (so-called) measure and have 
never agreed that taxpayers should have had to pay for a new Nordstrom store or 
for subsidization of the Cowles family. Now, I read that Nordstrom is closing its 
Yakima store-could Spokane’s be next? I have been grateful for your investigation 
of this whole “mess.” I am anxious to read the book Secret Deal.

--MARGARET L. GARRETT (1/8/01)
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YEAR 2000 LETTERS

Thanks for the Investigation

TIM CONNOR’S courageous investigation of the nefarious River Park Square 
parking garage fi asco serves us well, and he has performed a valuable public 
service. I predict he will be viciously attacked by the developers, which I suspect 
will not daunt him. I appreciate his endeavors and look forward to reading the 
[Secret Deal book] expose of a costly and shameful episode in the history of 
Spokane.

--EARL BARLOW (11/18/00)

IT IS INDEED A SHAME that Camas will stop the presses. My hope was that 
others would follow in the innovative style Camas has begun. The gutsy reporting 
techniques and feature articles/stories gave new insight to the people in this 
conservative neck of the Northwest. The skillful unearthing of interesting news-
something to sink our teeth into as well as the opportunity to “pause and refl ect”-
will be sorely missed. Somewhere, over the rainbow, the truth waits in pots of gold, 
or perhaps cast iron! As Camas has so boldly shown in its words and style, truth is 
truth, no matter where it’s kept. Best wishes for the future.

--Sandra Babcock (11/16/00)

AS I READ YOUR WEBSITE for the fi rst time, I had KREM 2 news on in the 
background. Just as I fi nished reading the Secret Deal, KREM ran an interview with 
Tim Connor discussing the publishing of this very book. I was very excited to see 
this! The investigative reporting in this story was commendable. Thank you very 
much.

JOE GELLATLY (11/5/00)

THANKS FOR THE SERIES on the parking garage debacle. It’s been an 
enlightening study in what happens when public funds are spent in the shadows 
rather than in full view of the voting public. Hurry up and post the last edition to 
the series!

-RICK CARR (8/27/00)
Berkeley, CA

WHAT A GREAT website! I was fi nally able to sit down and get the lowdown 
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on the city’s situation with the parking garage. I’ve heard plenty in the news, 
especially from KXLY, but your articles on the parking garage mess and the history 
of Spokane politics are truly informative. I feel like I have a grasp on the issues 
concerning the whole garage mess, including the attorneys, city council, and the 
developers. Thanks for the good work!

-TOM RICHARDSON (8/1/00)

Did Public Dollars Flow to KHQ?

GREAT JOB YOU ARE DOING. I can’t help but keep thinking about the words 
of Betsy Cowles, “Well, the money is all sort of pooled together.” I fi gure that 
our parking meter funds and the backing of the federal loan monies for RPS are 
also one and the same dollars that are building the new KHQ studio. With the 
Cowles’ construction project being done by one main contractor, it would seem 
easy for accounting of project monies to be moved from place to place. Whereas if 
the construction project had separate contractors, a paper trail would be easier to 
follow. I wonder on what date the Cowles published that they were going to build 
the studio downtown and how it coincided with the RPS loan going through. I 
remember that a farmer’s market spent a lot of time cleaning up and remodeling 
that building only to have the Cowles give them 30 days to vacate. Thanks for the 
excellent job you are doing. I greatly wish a newspaper could be started in Spokane 
to contend with the Cowles. The timing is ripe with the attitudes of Spokane’s 
working blue collar class.

-RICHARD ROYER (7/29/00)

Hopes for Community Spirit

HAVING JUST PASSED the 4th of July, I am reminded that one of the great 
responsibilities of the people is to rise up with a common voice on injustices and 
oppression. I appreciate Camas Magazine doing this for us. I am sad, though, 
that the common good is sometimes left to politicians and reporters. I wish the 
public outcry would be so strong over the issue of the Garage and other city 
fi nancial dealings that in the future, people would think twice about the way 
they do business in Spokane . . . How many good-paying jobs have we lost to this 
atmosphere? Thank you for your effort. I just hope that it instills in the citizens of 
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Spokane a sense of common welfare and a reason to come together as a community 
to stand up against oppression of this nature.

--STEVE LEEPER (7/29/00)

Compliments from Readers

THANK YOU for these enlightening articles on the garage fi asco. I determine truth 
from what I have exposed myself to. Your reporting has focused the beam of truth 
on a sad state of affairs here in li’l ol’ Spokane. Keep up the good work.

--RON ROLLA (7/21/00)

A GREAT BIG THANKS for giving us another view of what is happening with the 
parking facility. KHQ and the paper certainly are going to give one point of view. 
Keep up the good work!

-ED JENKINS (7/20/00)

THANK GOD FOR RPS! Because of this tragedy, much more city corruption will be 
uncovered. Thank you KXLY, Camas Magazine, and the brave city council majority. 
We should all storm city hall to let our voices be heard.

--ROBERT HALL (7/20/00)

DO YOU ONLY COVER the city of Spokane or do you get into “rotten in 
Denmark” political happenings in the county? Good job on the RPS parking garage 
coverage. Thank you and keep up the good work!

--TED THEODORE (7/14/00)

IT IS ONLY RIGHT and fair for the people of Spokane to be able to know all sides 
of the garage problem. You have simply published “the facts, ma’am,” as Sergeant 
Friday used to say. The writers you have chosen to do this have adhered to the 
same high principles that you have, and as a result it has been a real treat to get a 
wonderfully clear and unbiased picture of Spokane from the “EARLY DAYS” until 
now. Please congratulate yourself and your staff for a great piece of work. I come 
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each day to your site to see what new and interesting article will appear. Thank 
you for your service to our entire community... I am sure there are many like myself 
who appreciate your excellent effort.

--SALLY PIERONE (7/10/00)

I CAN’T BELIEVE the term “Garagegate”, hasn’t popped up yet. There certainly 
seems to be a cover-up going on.

-JOHN SAYLES (7/6/00)

I JUST FINISHED [Judy Laddon’s] “Mama Beans” story. I loved it! So often I 
fi nd that people who support us at SNAP are the people who care about many 
important issues such as prejudice and intolerance. I am delighted to know that 
you are such a person! Thank you for your great work. I thoroughly enjoyed it.

--JULIE GRAHAM (6/28/00)
Spokane Neighborhood Action Programs

I FIND IT VERY REFRESHING that someone is fi nally declaring “the emperor 
has no clothes.” This River Park Square deal has been on a suspiciously fast track 
since the beginning, and I consider it to be a prime reason why some of the council 
lost their last elections, and more to come. In a study quoted by the Review, it was 
pointed out that the majority of the parking garages across the country do not 
make money; they lose it. It’s very interesting that not only did the Cowles fi nd a 
way to obtain a low interest government loan for a luxury project, but they sold the 
only part of it that would lose money to the city, for a large profi t. It is for reasons 
like this that it’s hard to believe that the Cowles empire puts anything before its 
profi t schedule, including its own customers who will be paying off this deal for 
years to come. Keep up the great reporting, we need more information like this to 
come into the light, something that was not allowed before.

--DAVID EMERSON (6/20/00)

LOVE THE MAGAZINE and have sent the link to all those people I know. Please 
keep your magazine going. We are spreading the word far and wide in hopes of 
keeping you around for fair and truthful reporting. The Review and KHQ and 
KREM be damned.

--KAREN COCHRAN (6/20/00)

I CONSIDER IT a great honor to be able to explore this beautiful, informative and 
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exciting new Web magazine! The editorial contributors are sterling representatives 
of the journalistic profession. The magazine articles refl ect a strong commitment to 
excellence in reporting clear, non-biased information. The article about the Spokane 
RPS garage debacle read like a “page turner” novel, and I can hardly wait for the 
next installment! Please inform your friends, relatives and business associates 
about this fresh and exciting avenue of news for Spokane and the larger Inland 
Northwest. For those of us who no longer live on the east side of the state but are 
strongly bound by love and history to the “camas prairie,” we long for this kind 
of insightful news and uplifting articles. A round of applause, with cheers for all 
the staff. If I had a million dollars, it would surely be sent your way! No strings 
attached of course.

--P. DEVRIES (6/13/00)
Normandy Park, WA

THANK YOU! Finally someone has the courage to assemble all of the pieces 
and publish it in plain sight...no more having to “read between the lines” (re: the 
garage fi asco). You’ve taken the best of the old (good old-fashioned journalism!) 
and combined it with the best of the new (e-zine!). It is a shame that your initial 
investors backed out, or changed the rules of the game in mid-play, but it is 
certainly refreshing to see an e-zine dedicated to the Spokane area. Even if Camas 
magazine never fully materializes into hard copy, I say thank you for getting the 
word out in whatever medium you found available.

--DAWN LARZELIER (6/12/00)

I JUST READ your editorial about the magazine [Publisher’s Notes], and I’m 
printing up Judy Laddon’s Mama Beans story now. I’ve been so excited about 
the magazine that I must admit, I was disappointed to see that it was online only. 
But after reading your article I can see why you made the decision that you did, 
and I want to let you know, fi rst of all, that I love your writing, and I respect the 
tone of the story. I love the honesty of it, and that you named names in such a 
straightforward manner, without whining, name-calling or blaming, and without 
holding back any of the nitty gritty either. Anyway, I hope that the truly right 
people will see camas, $$$$ will pour forth like Tupelo honey, and Spokane will 
have a truly fi ne magazine. I have sent an email to everyone in my address book 
who cares about the future of Spokane, telling them to check out Camas Magazine. 
I believe Spokane needs and can support a high quality independent publication, 
and I look forward to a print version. Thank you for your commitment and 
integrity. Best of luck.

--NICKI SERQUINIA (6/10/00)
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EXCELLENT INVESTIGATIVE series on the River Park garage mess. It was what 
Spokane needed. With basically one news source in town we citizens can become 
complacent and not realize what it is missing until someone comes along and 
shows us. You showed us what is missing in Spokane is the truth, competent 
elected and appointed offi cials, and integrity. Viva Camas Magazine.

--MICHAEL PHILLIPS (6/10/00)

CONGRATULATIONS TO ALL involved in Camas Magazine! It’s nice to have 
an alternate source of information and news in Spokane. Now... if only your 
webmaster would give us back the ability to enlarge the text size... it really would 
make it much easier on the eyes of us baby boomers! Why are we being forced 
to read this in such “fi ne print”? Is there something you don’t want us to see? It 
kind of reminds me of the rules and regulations of a sweepstakes or credit card 
application. I would very much like to read your entire article on the garage issue... 
however... after a few paragraphs... everything starts to look like the letters you see 
on an eye exam chart. That’s my only negative critique of an otherwise excellent 
web site. Keep up the great reporting!

--DUANE MERRILL (6/10/00)

Editor’s Note: Due to Mr. Merrill’s complaint and several others, I asked our web 
programmer, whose eyes are 20 years younger than mine, to enlarge the type, 
which he graciously did. -J.L.

YOU FOLKS are dinosaurs. I was sure your kind of journalism was extinct. I 
haven’t seen much of it before in Spokane. To actually try to bring the simple truth 
to the public is revolutionary, to say the least. Hope you are around for a long time. 
Imagine that! A media acting in the public interest! Mind boggling!

--ALLEN SCHRIMSHER (6/10/00)

MY HOPE IS THAT, by the sordid story of the River Park Square garage coming 
out now, an aroused citizenry can infl uence the pending resolution of this situation. 
Those who made the decisions absolutely cannot claim “No warning signs”. Since 
there seems not to be the motivation of personal gain by our elected and appointed 
offi cials (developer greed is obvious), it is a mystery why such bad decisions were 
made. Perhaps a psychological analysis is needed. The damage to the reputation of 
the Cowles dynasty is eclipsed by damages to the cohesiveness of our community 
and will surely be to the pocketbooks of our citizens in the near future. The Forbes 
and Wall Street Journal’s critical articles about Spokane’s garage situation may 
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well be mild compared to our probable future national coverage.Camas Magazine 
deserves the profound thanks of Spokane.

--JULIAN POWERS (6/7/00)

TIM CONNOR’S article on the garage fi asco is simply rehashing the obvious. 
Anyone who has followed the development of this issue of the past year alone, 
should not be surprised to discover these facts. Of course, there are some facts that 
have come to light, perhaps for the fi rst time for the public, but a little “between the 
lines” reading over the past months should have forewarned that something truly 
is rotten, and it’s not in Denmark. I look forward to reading your magazine over 
the months and I hope that you do take the time and effort to be a real “regional” 
publication and deal with some of the issues that are important to those of us who 
live outside of Spokane.

-AL GREGORY (6/7/00)
Cataldo, ID

WHAT A PLEASURE to have “Spokane Magazine” resurrected and coming to me 
by computer. Your articles on the parking garage have been a real eye-opener with 
details and information not previously available to the public whose wallet is being 
tapped. There has been very little mention of the role of the City Attorney. Isn’t his 
primary job to advise and warn the City of potential problems? What happened?

--B.J. KRAFFT (6/7/00)

I’LL BE AS SORRY to see your series completed as I was when the Sopranos ended. 
The appraisal subterfuge was especially intriguing. Do you suppose the city used 
the “investment appraisal” method when it charged the Cowles only $400,000 for 
Post Street?

--EILEEN DeARMON (6/6/00)

Complaint Corner

I’VE BEEN READING with interest your series of articles on the River Park Square 
parking garage situation. While I do not agree with the majority of Mr. Connor’s 
assertions, I do fi nd it refreshing that he at least attempts to research his work 
beyond the sound bite level that we are forced to accept from the broadcast media. 
On that note, I believe it is regrettable that Mr. Connor has allowed his story to be 
the fodder of Tom Grant’s nightly diatribes on KXLY News. As a journalist, I would 
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hope that Mr. Connor would fi nd such an association to be below him, but I note 
that your web-site’s only advertiser to date appears to be KXLY News - and in the 
banner position no less! I can’t blame anyone for trying to promote their business, 
especially a start-up, but please, do you have to lower yourselves to the level of 
tabloid journalism to do so?

--JOHN MORROW (6/6/00)

P.S. If Mr. Connor is interested in a study that shows how much the City of 
Spokane stands to gain by this entire parking garage transaction, please have him 
give me a call.

[Editor’s Note: the KXLY News banner Mr. Morrow refers to was reciprocal trade 
online advertising during a brief collaboration between Camas and KXLY.]

Investigative Reporting Lauded

HERE’S HOPING Camas Magazine grows into a thriving print and online 
publication! The decisiveness Spokane needs to foster is often hampered by the 
perception that our primary messenger may have other motives. Content and 
packaging are certainly important, but can be no more effective than the trust 
between reader and reporter. Keep up the good work - Spokane’s success depends 
on such efforts.

--RICK HASTINGS (6/5/00)

Electrons Beat Paper

CONGRATULATIONS - no superlative is suffi cient. I’d be quite willing to pay for 
the on-line magazine. I see no need or reason to cut down trees so I can get it via 
USPS. I’m capable of printing out anything I’d care to keep in “hard” form. Thanks 
again.

--G. WALLACE (6/5/00)

OUTSTANDING information about the parking garage, folks. Please keep up the 
great work.

--VINCENT E. BLINDAUER (6/4/00)
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GREAT piece of reporting! I’ve switched my homepage to Camas! And for 
someone who owns a software company, that’s a pretty severe decision.

--JACK GORDON (6/4/00)

P.S. What would happen if the city just stopped collecting parking meter revenues 
(made them free or something). Can the Cowles attach other city funds or only 
parking meter revenues?

GLAD to see this effort. When I read the staff lineup I had a fl ashback and quickly 
reviewed my stack of old Spokane Magazines. (Yes, I still have them.) Loved it 
then, hope you can get it going again.

--AL GILSON (6/4/00)

THANK YOU for the integrity and courage it has taken to research, verify, and 
write the parking garage expose. The risks to career, fi nancial security, and possibly 
even personal safety, should not go unnoticed and unappreciated by the readers. 
With this quality of reporting, maybe Spokane and the surrounding county can 
fi nally grow into the fi rst-rate place it deserves to be.

--JOY PECK (6/4/00)

—END OF LETTERS ARCHIVE—
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