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NOT, DETERMINED BY THE GENERALLYIACCEPTING ACCOUNTING
PRINCIPLES DID NOT REQUIRE SUCH A GOING CONCERN
QUALIFICATION?

A THE COMPANY HAD ARRIVED AT THAT CONCLUSION AND WE
AGREED WITH THAT.

Q AND THEN FOR THE YEAREND 2001 YOUR FIRM DID ONCE

AGAIN DO ANOTHER GOING CONCERN ANALYSIS IN THE SPRING OF
2002 FOR HOMEGOLD, CORRECT?

A CORRECT.

WL Q AND IN PREP#RATION OF THAT YOU HAD A MEETING WITH MR.
SHEPPARD, MR. SﬁANE SMITH, KEVIN.MARTIN, CY BURGESS AND
OTHERS DOWN IN COLUMBIA, SORT OF GETTING READY FOR THE
ISSUES ADVISING THE COMPANY MANAGEMENT OF WHAT ISSUES
NEEDED TO BE ADDRESSED AND GOING CONCERN WAS PART OF IT?
A WE HAD A SERIES OF MEETINGS WITH THEM AND I THINK YOU
ARE DESCRIBING ONE OF THEM.

'Q " AND THE IMPAIRMENT OF THE ISSUE, THE ISSUE OF
IMPAIRING THE DEBT BETWEEN CAROLINA INVESTORS AND HOMEGOLD
FINANCIAL GUARANTEED BY HOMEGOLD, INC., THAT WAS AN ISSUE
ON THE TABLE AS WELL?

A . YES.

Q AND YOUR COMPANY HAD SUGGESTED THAT HOMEGOLD NEEDED
TO GET AN INDEPENDENT VALUATION COMPANY TO EVALUATE, PUT A
VALUE ON THE BUSINESS, THE MORTGAGE BUSINESS?

A THE RETAIL MORTGAGE DIVISION, YES.
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Q THANK YOU, THE RETAIL MORTGAGE DIVISION, RIGHT?

A CORRECT.

Q - THAT IS WHAT WAS BEING VALUED BY CBIZ AS WELL AS
BEING VALUED BY DELOITTE AND TOUCHE, CORRECT?

A YES.

Q THAT IS THE SAME RETAIL MORTGAGE DIVISION THAT IS
BEING DISCUSSED ABOUT IN THE PRESS RELEASE THAT WAS
INTRODUCED DURING YOUR TESTIMONY, CORRECT?

A I THINK YOU ARE SPEAKING OF THE FIRST QUARTER, '02,

PRESS RELEASE AND THEIR DISCUSSION ABOUT A PROFITABLE——
A

Q  RETAIL MORTGAGE DIVISION?
A YES, TALKING ABOUT THE SAME THING.
Q  TALKING ABOUT THE SAME THING. NOW, YOU GAVE THEM A

TIME FRAME, WE NEED THIS VALUATION DONE BY A CERTAIN

PERIOD OF TIME. AND THE COMPANY INITIALLY CONTACTED

RAYMOND JAMES FOR THAT PURPOSE, CORRECT?

A | THAT IS OUR UNDERSTANDING, YES.

Q AND THAT RAYMOND JAMES WAS THE INVESTMENT FIRM THAT
HAD DONE THE $125 MILLION DOLLAR OFFERING, TO RAISE $125
MILLION DOLLARS IN PROCEEDS LESS TRANSACTIONAL COST FOR
HOMEGOLD BACK IN THE LATE 90'S, CORRECT? .

A ACTUALLY I THOUGHT THAT WAS PRUDENTIAL SECURITIES SO
I DON'T KNOW IF THAT IS CORRECT.

Q BECAUSE OF RAYMOND JAMES WHO HAD A MEMBER ON THE

BOARD OF HOMEGOLD, THEY EVENTUALLY SAID WE CANNOT DO IT
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AND YOU NEED TO GO GET SOMEONE ELSE?

A RAYMOND JAMES, WE UNDERSTAND EVENTUALLY ARRIVED AT
THAT CONCLUSION THAT THEY SHARED WITH MR. SHEPPARD.

Q SO, THERE WAS SOME DELAY, A FALSE START IF YOU WILL,
WITH GOING WITH THE RAYMOND JAMES, FAIR ENOUGH?

A THAT IS FAIR.

0 AND SUBSEQUENTLY CBIZ WAS RETAINED BY HOMEGOLD
MANAGEMENT TO DO A VALUATION OF THE RETAIL MORTGAGE
DIVISION, CORRECT?

A YES. 4

Q AND ARE YOU AWARE OF ANY PRIOR RELATIONSHIP BETWEEN
HOMEGOLD AND CBIZ, WHATSOEVER?

A I DO NOT KNOW.

O  AND DURING THESE DISCUSSIONS THAT WERE HAD THAT MR.
MARKEL AND OTHERS FROM ELLIOTT DAVIS WERE CRITICAL OF, THE
METHODOLOGY THAT WAS USED BY CBIZ, WAS THERE ANYTHING THAT
WAS SURFACED THAT THERE WAS SOMETHING OTHER THAN A, SOME -
PRIOR RELATIONSHIP BETWEEN THE TWO ENTITIES?

A I AM NOT AWARE OF THAT.

0 BUT YOUR FIRM TESTED IT AND DETERMINED THAT THE
METHODOLOGY WAS NOT CORRECT, WAS NOT CONCERNED WITH THE
NUMBER, AS I UNDERSTAND YOUR TESTIMONY YESTERDAY?

A THAT IS CORRECT.

Q EVEN THOUGH THE NUMBER CAME OUT TO BE SOME $160 TO

$170 MILLION DOLLARS FOR THE RETAIL MORTGAGE DIVISION,
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THAT IS WHAT YOU UNDERSTOOD AS FOR THAT CBIZ REPORT?

A YES.

Q SUBSEQUENTLY DELOITTE AND TOUCHE CAME OUT AND GOT
INVOLVED AND IN THIS INSTANCE, BECAUSE WE HAD A FALSE
START, WE HAD A CBIZ VALUATION AND THEN WE HAD DELOITTE
TOUCHE, YOU WERE ABLE TO INTERACT WITH DELOITTE AND TOUCHE
DURING THE PROCESS OR ON THE FRONT END TO BE SURE THAT THE
METHODOLOGY THAT DELOITTE AND TOUCHE EMPLOYEES WOULD NOT

BE LATER CRITICIZED BY ELLIOTT DAVIS?

A ‘THE ONLY IN?ERACTION WE HAD WITH DELOITTE AND TOUCHE,
AT THE TIME OF THEIR ENGAGEMENT WAS, WE WERE READ
DELOITTE'S ENGAGEMENT LETTER TO HOMEGOLD MANAGEMENT AND
JOHN MARKEIL WHO IS OUR VALUATION EXPERT COMMENTED ABOUT

DELOITTE'S ENGAGEMENT LETTER.

Q AND BUT YOUR FIRM ACCEPTED THE DELOITTE AND TOUCHE
APPRAISAL FOR PURPOSES OF DETERMINING WHAT DOLLAR AMOUNT
TO IMPAIR THE DEBT FROM HOMEGOLD TO CAROLINA INVESTORS?

A WE AUDITED THEIR VALUATION, WE AGREED WITH THE
METHODOLOGY THAT THEY USED IN ARRIVING AT THE AMOUNTS.

Q AND THEN THAT IMPAIRMENT REDUCTION WAS ROUGHLY $6 AND
A HALF MILLION DOLLARS, DO YOU RECALL THAT?

A THAT SOUNDS CORRECT, YES.

Q AND THE TOTAL LOAN AMOUNT AT THE TIME WAS $144

MILLION DOLLARS AT THE YEAREND OF 12/31/20007?

A 12/31/01 I THINK--
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Q I AM SORRY, 12/31/01.
A YOUR NUMBERS ARE CORRECT.
Q YOUR FIRM DOES ANOTHER GOING CONCERN ANALYSIS AND

THERE IS AN INTERNAL MEMO THAT IS PREPARED ADDRESSING THE
GOING CONCERN ANALYSIS IN THE SPRING OF 2002 FOR THE 2001
AUDIT, CORRECT?
A YES.
Q AND DEFENSE EXHIBIT 3, IS THAT THE MEMO THAT WAS
PREPARED ADDRESSING THIS ISSUE?
A THIS IS AN-@NTERNAL MEMO THAT WE ACTUALLY SENT TO THE
EXECUTIVE COMMITTEE OF THE FIRM AT THAT POINT, BECAUSE WE
HAD MADE A DECISION BY THAT POINT.

MR. GRIFFIN: YOUR HONOR, I WOULD LIKE TO MOVE
DEFENDANT'S EXHIBIT NUMBER 3 INTO EVIDENCE.

MS. EVANS: NO OBJECTION.

THE COURT: DEFENDANT'S 3 IS ADMITTED.

(WHEREUPON, DEFENDANT'S EXHIBIT NO. 3 WAS ADMITTED

INTO EVIDENCE.)
Q IT SAYS TO GARRY RANK FROM CY BURGESS AND THAT IS
YOUR AUDIT MANAGER, IF YOU WILL, THE ONE WORKING UNDER YOU
FOR HOMEGOLD, CORRECT?
A HE IS A SENIOR MANAGER AT THE FIRM, YES.
Q AND THE MEMO IS, IT ADDRESSES THE GOING CONCERN
ANALYSIS. BASICALLY THE CONCLUSION IS THAT BECAUSE OF

THESE ISSUES THE TIME HAS NOW COME TO ISSUE A GOING
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CONCERN ANALYSIS, I MEAN A GOING CONCERN OPINION?

A THE COMPANY HAD TAKEN A POSITION IN 2001 THAT GOING
CONCERN WAS NOT REQUIRED AND WE DISAGREED WITH THAT AND
THIS SUMMARIZES OUR FACT PATTERNS AS TO WHY WE DISAGREED
WiTH THAT.

Q AND I THINK YOU MENTIONED EARLIER THAT THIS WAS
SERIOUS BUSINESS, PUTTING A GOING CONCERN QUALIFICATION ON
THE BOOKS, FROM HOMEGOLD TO CAROLINA INVESTORS, CORRECT?
A IF YOU ARE AN ACCOUNTANT IT IS JUST PART OF OQUR
ACCOUNTING LITER@TURE. BUT THE OUTSIDE WORLD, THOSE WHO
USE FINANCIAL STATEMENTS AND THOSE WHO PURCHASE AUDITED
FINANCIAL STATEMENTS, GOING CONCERN IS A HIGHLY VOLATILE
ISSUE.

Q AND IN FACT THE, THE FACT OF PUTTING A GOING CONCERN
IN THE FINANCIALS, ADD SIGNIFICANT ADVERSE CONSEQUENCES
TO, NOT ONLY CAROLINA INVESTORS ABILITY TO REREGISTER AND
SELL SECURITIES BUT HOMEGOLD'S ABILITY TO OPERATE IN ITS
LENDING MARKET THROUGH OBTAINING CREDIT FROM WAREHOUSE
LENDERS?

A IN THE REALM OF ALL THINGS THAT COULD HAPPEN, IF YOU
ISSUE GOING CONCERN, THOSE ARE SOME OF THE POTENTIAL
RAMIFICATIONS THAT COULD OCCUR.

0 AND IN THE CONCLUSIONS, IN THE RISK EVALUATIONS ON
THIS DOCUMENT, AND I WOULD LIKE YOU, CAN YOU READ IT FROM

BACK THERE.
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I THINK I CAN.

CAN YOU READ THE FIRST PARAGRAPH TO THE JURY?

A
Q
A RIGHT UNDER RISK EVALUATION?
0 YES.

A

THE CONDITIONS NOTE ABOVE CREATE RISK THAT THE FIRM
COULD BE INVOLVED IN A CLASS ACTION LAWSUIT IN THE EVENT
THAT THE DEBENTURES ARE NOT REPAID. THE RISK EXIST BOTH
IF WE ISSUE A GOING CONCERN OPINION AS WELL AS IF WE ISSUE
AN OPINION SILENT AS TO GOING CONCERN UNCERTAINTIES. THE
GOING CONCERN OPI?ION COULD CREATE ENOUGH INTEREST THAT
THE DEBENTURE HOLDERS RUSH TO CASH OUT THEIR DEBENTURES
UPON MATURITY. 1IN FACT, THE GOING CONCERN OPINION COULD
HASTEN THE VERY RUSH TO CASH OUT THAT COULD BANKRUPT THE
COMPANY.

Q SO, CERTAINLY YOUR FIRM, AS PART OF THIS
CONSIDERATION OF GIVING A GOING CONCERN CONSIDERED ITS
EXPOSURE TO LIABILITY FROM A CLASS ACTION LAWSUIT, ISN'T

THAT FAIR?

A WELL, IT ACTUALLY HAD BEEN A TWO STEP DECISION. 1IF

YOU LOOK AT THE MEMO THERE ARE VARIOUS HEADINGS IN THERE
AND THAT MEMO WAS ADDRESSED TO OUR EXECUTIVE COMMITTEE
WHICH IS OUR GOVERNING BODY. SO, WHAT WOULD OCCUR WAS
FIRST, BASED UPON GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
WE MADE A CONCLUSION THAT WAS DIFFERENT THAN THE COMPANY

THAT A GOING CONCERN OPINION NEEDED TO BE PUT IN THERE.

507




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

GARRY RANK - CROSS BY MR. GRIFFIN
528

NOW, THAT WE HAVE MADE THAT DECISION WE WERE GOING THROUGH
AND ANALYZING WHAT THE IMPACT OF THAT COULD BE SO WE HAD
TAKEN A SECOND STEP. WOULD WE HAVE CONSIDERED THE RISK AT
THE FIRM ABOUT WHETHER TO ISSUE A GOING CONCERN OPINION OR
NOT, WHILE WE WERE GOING THROUGH OUR TECHNICAL LITERATURE,
THE ANSWER IS NO.

Q AND THEN YOU HAVE HAD, YOU WERE ASKED ABOUT
DEFENDANT'S EXHIBIT 62 WHICH IS, EXCUSE ME, STATE'S
EXHIBIT 62 WHICH IS IN EVIDENCE, WHICH IS A LETTER DATED

APRIL 3RD OF 2004 TO THE OFFICE OF THE SOUTH CAROLINA

- ATTORNEY GENERAi IN REFERENCE TO CAROLINA INVESTORS. AND

YOU WERE READ A PARAGRAPH OF THAT LETTER, DO YOU RECALL
THAT TESTIMONY YESTERDAY?

A I DO, YES.

Q AND THIS LETTER, WAS YESTERDAY THE FIRST TIME THAT
YOU HAD SEEN THE LETTER?

A  NO, I HAVE SEEN THAT LETTER BEFORE.

Q WAS THAT LETTER PROVIDED TO THE COMPANY DURING ITS
ONGOING REPRESENTATION OF HOMEGOLD?

A NO, IT WAS NOT.

Q THE LETTER THAT IS SIGNED, ON PAGE TWO OF THIS
DOCUMENT IT IS SIGNED BY THE BOARD OF CAROLINA INVESTORS,
LARRY OWEN, EARLE MORRIS, JOHN STERLING, DON BOBO AND
DANNY SHARPE. AND MR. SHEPPARD, ON THE SECOND PAGE MR.

SHEPPARD'S NAME IS MISSING RIGHT, A SIGNATURE FOR MR.
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SHEPPARD IS MISSING?

A ON THAT PAGE IT IS, YES.

Q AND THEN THERE IS A COPY OF THE LETTER WITH A
SIGNATURE ABOVE MR. SHEPPARD'S NAME, CORRECT?

A YES.

Q AND THE SENTENCE THAT IS, YOU WERE ASKED ABOUT IS, IT
SAYS, CAROLINA INVESTORS BELIEVES THAT THE STANCE OF
ELLIOTT DAVIS WHICH WE CONSIDER OVERLY CONSERVATIVE MIGHT
HAVE BEEN INFLUENCED BY THE ENRON-ARTHUR ANDERSON DEBACLE
AND GLOBAL CROSSING ACCOUNTING PROBLEMS. THAT STATEMENT
THAT YOU WERE ASKED ABOUT IS A STATEMENT AS TO WHAT THESE
SIGNATURES, THIS LETTER BELIEVED, CORRECT?

A JUST BEING FAMILIAR WITH THE ENGLISH LANGUAGE THAT IS
HOW YOU CAN INTERPRET THAT, YES.

Q WELL, YOU WEREN'T TRYING TO TELL THE JURY YESTERDAY
THAT THAT LANGUAGE WAS SAYING THAT ELLIOTT DAVIS SAID WE
ARE TAKING THIS POSITION BECAUSE OF ENRON AND ARTHUR
ANDERSON DEBACLE. YOU WEREN'T TRYING TO LEAVE THAT
IMPRESSION WITH THE JURY YESTERDAY, WERE YOU?

A NO, IN FACT I WAS ASKED EXACTLY THE OPPOSITE, ENRON,
GLOBAL CROSSING, ARTHUR ANDERSON WERE NEVER A PART OF OUR
CONVERSATIONS WITH HOMEGOLD.

o) AND MY POINT IS, BUT YOU WEREN'T SAYING THAT THIS
LETTER SAYS THAT THE SIGNATURE CLAIMED THAT ELLIOTT DAVIS

MADE THOSE REPRESENTATIONS?
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A NO, SINCE THEY START THAT SENTENCE OFF WITH WE
BELIEVE, THAT IS THEIR PERSONAL OPINION.

Q AND THE ENRON, ARTHUR ANDERSON DEBACLE IS WHERE
ARTHUR ANDERSON IS NO LONGER IN EXISTENCE AS A RESULT OF
DIFFICULTIES ARISING FROM THEIR AUDIT WORK AT ENRON, IS

THAT FAIR?

A  AND BEING SUED BY THE FEDERAL GOVERNMENT AND BEING
PUT OUT OF BUSINESS, YES.

O  AND LASTLY, THIS LANGUAGE IN THE PROSPECTUS WITH
REGARD TO USE OF &THE VALUATIONS. YOU CLEARLY SAID
YESTERDAY THAT THE LANGUAGE IN YOUR, ON PAGE F11 OF
EXHIBIT 50. AND IT IS BEGINNING WITH THIS PARAGRAPH, IN
ADDITION, HGFN HAS CONSIDERED THE DIVESTITURE OF ITS
RETAIL ORIGINATION DIVISION, IF NECESSARY, TO SATISFY ITS
NOTES PAYABLE TO THE COMPANY. RECENT INDEPENDENT
VALUATIONS HAVE VALUED THE DIVISION BETWEEN $135 AND $170
MILLION DOLLARS. AND THAT IS A NOTE IN THE FINANCIALS
THAT WAS GIVEN A CLEAN AUDIT OPINION LETTER BY ELLIOTT
DAVIS, CORRECT?

A THAT IS CORRECT.

O  AND YOU INDICATED YESTERDAY, THAT SENTENCE, RECENT
INDEPENDENT VALUATIONS VALUED THE DIVISION BETWEEN $135
MILLION AND $170 MILLION, THAT SENTENCE IS A TRUE
STATEMENT, CORRECT?

A AS IT IS WRITTEN IT IS A TRUE STATEMENT.
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Q THAT YOU SAID, YOU SAID THAT YOU ADVISED MANAGEMENT
THAT PERHAPS IT SHOULDN'T BE IN THERE BUT THAT IT WASN'T
SUCH A MATTER WHERE IT WAS GOING TO CAUSE ELLIOTT DAVIS TO
NOT GIVE AN UNQUALIFIED OPINION, CORRECT?

A THAT IS CORRECT.

Q ~ NOW, YOU SAY ADVICE MANAGEMENT. DID YOU PERSONALLY

TALK TO ANYBODY AT MANAGEMENT?

A I WOULD NOT HAVE ON THAT PARTICULAR ISSUE, CY BURGESS
WOULD OF HANDLED THAT MATTER.

Q SO, YOU DONW& KNOW, YOU CAN'T TELL FROM DIRECT
KNOWLEDGE, SO Ydh PERSONALLY DIDN'T SPEAK TO ANYBODY AT
MANAGEMENT ABOUT THIS?

A NOT ON THAT PARTICULAR ISSUE, NO.

Q WHEN YOU SAID, WE, YOU ARE JUST REFERRING TO ELLIOTT

DAVIS IN GENERAL?

A THE WAY THAT WE APPROVE DOCUMENTS LIKE THIS AND MAKE

COMMENTS IS THAT THE COMPANY SENDS US A DRAFT. THERE ARE
ACTUALLY ABOUT FOUR OF US INSIDE OF ELLIOTT DAVIS THAT
READ THIS DOCUMENT, WE ALL MADE COMMENTS ON THAT DOCUMENT
AND THEN WE CENTRALIZED THOSE TO MR. BURGESS AND MR.

BURGESS CONTACTS THE COMPANY WITH OUR CUMULATIVE COMMENTS.

" AND THEY DEBATE THEM AND SOME WE FEEL STRONGLY ABOUT AND

SOME WE DON'T.

Q AND IS IT FAIR THAT THESE DISCUSSIONS WITH THE

COMPANY BEGIN AT THE CFO LEVEL?
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T 10 A YES, IT IS A GOOD CHANCE, CY'S FIRST POINT OF CONTACT
2 WOULD OF BEEN KEVIN MARTIN.

3 Q AND I BELIEVE YOU SAID THAT ELLIOTT DAVIS' POSITION

4 WAS ESSENTIALLY TO DEFER TO SECURITIES COUNSEL AS TO

5 WHETHER THERE IS CONTRACTUAL ISSUES BETWEEN HOMEGOLD AND
6 THESE COMPANIES, CéIZ AND DELOITTE AND TOUCHE, CORRECT?
7 A TWO FOLD ISSUE, WE FELT THAT THERE WAS RISK ON THAT

8 SIDE. AND SECONDLY, THERE IS JUST RISK IN MAKING THAT

9 STATEMENT.

10 Q BUT IN YOURfCOVER LETTER THAT ACCOMPANIES THESE

11 FINANCIAL STATEMENTS YOU HAVE, LET'S TALK ABOUT THESE

12 FORMS THAT YOUR COMPANY SUBSCRIBES TO WHERE YOU PULL THEM
13 DOWN AND YOU GET THE MOST UP TO DATE LANGUAGE FOR AUDIT
14 LETTERS, ABOUT ANYTHING ELSE. AND YOU MODIFY TO YOUR OWN
15 USE, CORRECT?

16 A YES.

17 Q AND DID YOU BEGIN WORKING OR IS THERE SOME FORM FOR
18 INDEPENDENT AUDITORS REPORT LETTER THAT WAS USED HERE THAT
19 WAS SUBSEQUENTLY MODIFIED?

20 A YES.

21 Q AND ONE OF THE MODIFICATIONS IS, IN THIS, IS IT A

22 STANDARD PRACTICE TO IDENTIFY MANAGEMENT PLANS. HERE IT
23 SAYS, THESE FACTORS RAISE SUBSTANTIAL DOUBT ABOUT THE

24 COMPANIES ABILITY TO CONTINUE AS A GOING CONCERN.

25 MANAGEMENT PLANS IN REGARDS TO THESE MATTERS, ARE ALSO
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DESCRIBED IN NOTE TWO. DOES THAT COME OUT OF A FORM OR 1s
THAT MODIFIED FOR THIS MATTER?

A THAT FORTH PARAGRAPH ACTUALLY COMES OUT OF THE SAME
STANDARD THAT TALKS ABOUT THE GOING CONCERN. S5O, THE
STANDARD ABOUT THAT GOES ON ABOUT HOW AUDITORS ARE CHARGED
IN LOOKING AT GOING CONCERN. AND THEN AT THE END OF THAT
IT SAYS, OH, BY THE WAY, IF YOU HAVE A GOING CONCERN ISSUE
HERE IS THE SUGGESTED LANGUAGE. AND SO IN ESSENCE YOU
START WITH A BOILER PLATE, THE FIRST AND THEN WE BEGIN TO
CUSTOMIZE 1IT BUTf%LSO REFERRING.BACK TO NOTE TWO IS PART
OF THE SUGGESTES LANGUAGE IN THE PROFESSIONAL STANDARD.

Q SO YOU ARE DIRECTING THE READER TO NOTE TWO WHICH IS
ON PAGE F11 IN YOUR AUDIT COVER LETTER?

A AND THAT IS THE WHOLE PURPOSE OF THAT FORTH PARAGRAPH
BECAUSE ONE THING THAT I THINK YOU HAVE HEARD A COUPLE OF
TIMES, A STANDARD, A CLEAN AUDIT OPINION bNLY HAS THREE
PARAGRAPHS IN IT. THAT FORTH PARAGRAPH IS WHY I MENTIONED
TO YOU A LITTLE BIT EARLIER, THAT AS AN ACCOUNTANT I DON'T
FIND GOING CONCERN TO BE AS CRITICAL AN ISSUE AS THE
OUTSIDE WORLD DOES BECAUSE JUST THE TERM MR. GRIFFIN JUST
USED, IT REALLY IS EMPHASIS OF A MATTER. AND SO THERE IS
A CLEAN OPINION THERE BUT IN THE FORTH PARAGRAPH IT SAYS,
YOU KNOW, THERE HAVE BEEN SOME NEGATIVE TRENDS AND WE ARE
SUGGESTING THAT YOU GO BACK AND READ NOTE TWO, THE

FINANCIAL STATEMENTS SO THAT YOU UNDERSTAND WHAT THOSE
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NEGATIVE TRENDS ARE. IT IS NOT A DISCLAIMER OPINION WHICH
IS A NEGATIVE SITUATION NOR IS IT AN ADVERSE OPINION AND
THOSE ARE TWO OTHER TYPES OF OPINIONS THAT COULD OCCUR
BESIDES A CLEAN OPINION. BUT BOTH OF THOSE ARE VERY
NEGATIVE AND WOULD NOT BE ACCEPTED BY THE SEC.

0 AND LASTLY, I BELIEVE YOU TALKED ABOUT THIS PRESS
RELEASE AND THE, IN ANSWERING THE QUESTIONS FROM THE
PROSECUTOR YOU INDICATED THAT THIS PRESS RELEASE CAME OUT
PRIOR TO THE CLOSING OF THE FIRST QUARTER WHILE YOU WERE
DOING THIS GOINGECONCERN ANALYSIS. DO YOU RECALL THAT?

A WELL, AT THE TIME THAT PRESS RELEASE CAME OUT WE
WOULD OF CONCLUDED ON THE GOING CONCERN AND ISSUED OUR
OPINION ON THE YEAREND OF 2001. |

Q THIS PRESS RELEASE, ACCORDING TO THIS DATE, DIDN'T
COME OUT UNTIL MAY 20TH OF 2002, CORRECT?

A CORRECT. |

Q AND YOUR GOING CONCERN AND FINANCIALS WERE ALREADY
OUT AT THAT POINT AND TIME?

A THEY WERE ISSUED RIGHT AT THE BEGINNING AT APRIL, I
BELIEVE.

0 AND, AGAIN, IT REFERS TO THE RETAIL MORTGAGE DIVISION
IS WHAT IS BEING ADDRESSED IN THIS PRESS RELEASE, RIGHT?
A YES.

O  AND IT IS THE SAME RETAIL MORTGAGE DIVISION THAT IS

REFERENCED IN MANAGEMENTS PLANS NOTE TWO ON PAGE F11 OF
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THE PROSPECTUS?

A CORRECT.

Q AND IT IS THE SAME RETAIL MORTGAGE DIVISION ‘THAT WAS
VALUED BY BOTH CBIZ AND DELOITTE AND TOUCHE WITH YOUR
COMPANIES IMPAIRMENT ANALYSIS, CORRECT?

A THE CLIENTS IMPAIRMENT ANALYSIS THAT WE THEN AUDITED,

YES.

Q THE CLIENT DID THE IMPAIRMENT ANALYSIS?

A YES.

Q DIDN'T YOU SﬁY EARLIER THAT ELLIOTT DAVIS FORCED THE

COMPANY TO GET VALUATIONS SAY FROM THE DAYVIEW ANALYSIS?
A - YES, TO ALLOW THEM TO DO AN IMPAIRMENT ANALYSIS.
Q ELLIOTT DAVIS WAS ABLE TO FORCE THE COMPANY TO DO
THINGS THAT IT REQUIRED OF IT IN ORDER TO ISSUE AN
UNQUALIFIED OPINION OR TO FIRE THEM?
A DID WE FORCE THE COMPANY TO DO THINGS?
0 YES.
A WE FORCED THEM TO GET AN OUTSIDE OPINION IF THEY
EXPECTED US TO BE THEIR AUDITORS AT THE END OF THE YEAR.
0 THANK YOU.

THE COURT: MS. EVANS, REDIRECT?

MS. EVANS: YES, YOUR HONOR.

REDIRECT EXAMINATION

BY MS. EVANS:

0 MR. RANK, YOU SAID THAT THERE WAS RISK IN MAKING THAT
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STATEMENT THAT MR. GRIFFIN, THAT WAS IN FOOTNOTE, PAGE F11
OF THAT PROSPECTUS. WHAT ARE THOSE RISKS?

A WELL, THE RISKS OF MISLEADING THE PUBLIC WHICH COULD
BE INDIRECT CONFLICT WITH SEC REGULATIONS RELATIVE TO
FINANCIAL REPORTING AND DISCLOSURES.

Q AND ALL THAT INFORMATION THAT MR. GRIFFIN WAS GOING
THROUGH AND HAVING YOU GO THROUGH ABOUT THE FINANCIAL
CONDITION OF THE COMPANY, THIS IS ALL PUBLICLY PUT OouT
THERE ABOUT THE FINANCIAL CONDITION OF HOMEGOLD IN '97,
'99, '98, 2000, ZbOl, 2002, EXCUSE ME, IN 2002 THERE WAS
NOT ONE. 3

A THE 10K'S, THE 8K'S, THE 10Q'S, THE FORM 14'S, ALL OF
THAT IS PUBLIC INFORMATION.

Q AND CERTAINLY WOULD BE AVAILABLE TO MR. SHEPPARD AND
HIS DUE DILIGENCE TEAM DURING THIS HOMESENSE/HOMEGOLD
MERGER, CORRECT?

A THAT IS CORRECT.

Q SINCE WE HAVE BEEN TALKING ABOUT IT, YOU HAVE BEEN
TALKING ABOUT THIS FORM 14, MR. RANK, IS THAT WHAT YOU ARE

REFERRING TO?

A THIS IS A FORM 14, YES.

Q AND IS THIS FOR HOMEGOLD?

A IT IS.

Q WHAT YEAREND IS THAT FOR?

A THIS PARTICULAR ONE WOULD BE THE REQUIRED PUBLIC
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NOTICE FOR THEIR ANNUAL SHAREHOLDERS MEETING THAT WOULD OF
BEEN HELD IN EARLY '02 RELATIVE TO THE 12/31/01 YEAREND.
Q ° I WANT TO CLEAR UP ONE ISSUE ABOUT THE BOARD OF
DIRECTORS, HAVE YOU SEEN THIS BEFORE?
A AS PART OF OUR, WHEN WE ARE ENGAGED AS AUDITORS, WE
READ ALL SEC FILINGS SO I HAVE READ THIS FORM 14 BEFORE,
YES.
0 AND THAT IS THE SEC FILING THAT IS PUT OUT THERE IN
THE PUBLIC?
A YES. 4

MS. EVANS: YOUR HONOR, WE WOULD LIKE TO MOVE THIS
INTO EVIDENCE.

THE COURT: ANY OBJECTION?

MR. GRIFFIN: YES, YOUR HONOR. HE DIDN'T PULL IT

DOWN FROM THE SEC WEBSITE.

MS. EVANS: YOUR HONOR, IT IS A PUBLIC DOCUMENT AND
HE HAS REVIEWED IT BEFORE.

THE COURT: LET ME TAKE A LOOK AT THE DOCUMENT. I
OVERRULE THE OBJECTION, THAT WILL BE MARKED AS THE NEXT
EXHIBIT. STATE'S 101 IS ADMITTED.

(WHEREUPON, STATE'S EXHIBIT NO. 101 WAS ADMITTED INTO

EVIDENCE.)

Q LET ME SHOW IT TO YOU FIRST. I WILL SHOW YOU PAGE
FOUR OF THIS EXHIBIT. CAN YOU PLEASE READ THAT AND TELL

THE JURY HOW THE BOARD OF DIRECTORS ARE PICKED AT HOMEGOLD
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AT THE MERGER?

A JUST READING THIS PARAGRAPH, VOTING AGREEMENT
PROVIDES, AMONG OTHER THINGS, THAT THE PARTIES THERETO
WILL VOTE ALL OF THEIR COMPANIES SHARES IN FAVOR OF A.,
MAKING AND MAINTAINING THE NUMBER OF DIRECTORS OF THE
COMPANY AS SEVEN. B., THE ELECTION OF THREE MEMBERS OF
THE BOARD DESIGNATED BY MR. SHEPPARD. C., THE ELECTION OF
THREE MEMBERS OF THE BOARD DESIGNATED BY A MAJORITY IN
INTEREST OF THE PARTIES TO THE VOTING AGREEMENT OTHER THAN
MR. SHEPPARD. D%i THE ELECTION OF THE SEVENTH MEMBER OF
THE BOARD NOMINATED BY MR. SHEPPARD AND APPROVED BY A
MAJORITY IN INTEREST OF THE PARTIES TO THE VOTING
AGREEMENT OTHER THAN MR. SHEPPARD WHICH APPROVAL SHALL NOT
BE UNREASONABLY WITHHELD. AND, E., THE APPOINTMENT OF MR.
STERLING TO SERVE AS CHAIRMAN OF THE BOARD--

Q THAT IS ALL I WANTED. ALL THAT SAYS IS THAT MR.
SHEPPARD GETS TO CHOOSE THREE, THE BOARD GETS TO CHOOSE
THREE AND THEN MR. SHEPPARD GETS TO CHOOSE THE FORTH ONE
UPON APPROVAL OF THE BOARD?

A THAT IS WHAT THAT SAYS, CORRECT.

Q OKAY. AND WHO DOES IT SAY THERE IS A SEVENTH MEMBER,
THE ONE THAT WAS CHOSEN, AT THIS TIME HOW MANY BOARD
MEMBERS ARE THERE?

A THIS IS A LISTING OF NOMINEES AT THAT PARTICULAR

ANNUAL MEETING AND IT REFERS TO FIVE OF THEM. MR. TEE
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HOOPER, MR. BOB PHILPOTT, MR. SHEPPARD, MR. PAUL BANNINGER

AND MR. JACK STERLING.
Q AND THAT WAS YEAREND OF 20007
A I THINK THAT WAS THE, THAT WOULD OF BEEN THE ANNUAL
MEETING IN THE SPRING OF '02, FOR THE ANNUAL MEETING
RELATIVE TO THE YEAREND OF 12/31/01. THE COMPANIES HOLD
THEIR ANNUAL MEETINGS AFTER THEIR YEAREND OR THEY HAVE
SHAREHOLDER MEETINGS, ETCETERA.
0 THAT IS ALL I HAVE.

THE COURT: 4RECROSS?

MR. GRIFFIN: NO, YOUR HONOR.

THE COURT: YOU MAY STEP DOWN. LADIES AND GENTLEMEN,

WE WILL BREAK FOR LUNCH. WE WILL TAKE ONE HOUR AND PLEASE

DON'T DISCUSS THE CASE. YOU ARE EXCUSED, EVERYONE ELSE

STAY SEATED WHILE THE JURY IS EXCUSED.

(WHEREUPON) THE JURY IS EXCUSED FROM OPEN COURT FOR A

LUNCH BREAK.)

THE COURT: WE WILL SEE YOU ALL IN ONE HOUR.
(WHEREUPON, A LUNCH BREAK WAS TAKEN.)

THE COURT: IS THE STATE READY?

MR. PEAVY: YES, YOUR HONOR.

THE COURT: THE DEFENSE?

MR. GRIFFIN: YES, YOUR HONOR.

THE COURT: BRING THE JURY IN, PLEASE.

(WHEREUPON, THE JURY CAME INTO OPEN COURT AT
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1 APPROXIMATELY 2:10 P.M.)
2 THE COURT: MR. PEAVY, CALL YOUR NEXT WITNESS,
3 PLEASE.
4 MR. PEAVY: THE STATE CALLS GENE GREGORY TO THE
5 STAND.
6 GENE GREGORY, AFTER BEING DULY SWORN, TESTIFIED

7 AS FOLLOWS:

8 DIRECT EXAMINATION

9 BY MR. PEAVY:

10 Q MR. GREGORY@ WILL YOU TELL US A LITTLE BIT ABOUT

11 YOURSELF, YOUR PERSONAL AND WORK HISTORY, SIR?

12 A WELL, I WAS RAISED IN UNION. I WORKED IN MILLS FOR
13 TWELVE YEARS RIGHT OUTSIDE OF HIGH SCHOOL PUSHING WHAT IS
14 CALLED A DOPE WAGON. WHEN YOU PUSH A DOPE WAGON, THAT IS
15 GOODY POWDERS. DOPE, THAT IS WHAT A COCA COLA STANDS FOR.
16 AND THAT IS WHAT I DONE.

17 Q BUT AFTER THAT WHAT DID YOU DO, SIR?

18 A I WENT INTO BUSINESS FOR MYSELF RUNNING GENE'S FINE
19 FOODS IN UNION ON THE DUNCAN BYPASS. I WILL HAVE BEEN

20 || THERE FOR 42 YEARS IN MARCH.

21 Q WHAT KIND OF RESTAURANT IS THAT?

22 A FAST FOOD.

23 Q WHEN DID YOU OPEN THAT STORE?
24 A MAéCH OF '65.

25 Q AND IS IT STILL GOING TODAY?
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A STILL GOING STRONG.
0 ARE YOU STILL WORKING THERE?

A WORK SEVEN DAYS A WEEK, I DON'T MISS A DAY. I TAKE A
VACATION WHETHER I WANT TO OR NOT.

0 MR. GREGORY, LIVING IN THE UPSTATE DID YOU EVER COME
TO LEARN OF A COMPANY THAT WAS CALLED CAROLINA INVESTORS?
A I DID, SIR.

0 HOW DID YOU LEARN OF THAT COMPANY, SIR?

A WELL, JUST RUMORS, PEOPLE TALKING WHEN THE INTEREST
RATES GOT SO LOW PEOPLE WAS TALKING, ALWAYS TALKING ABOUT
WHERE THE MOST INTEREST WAS. AND A LADY WORKED IN THE
BANK CAME IN ONE DAY AND GIVE ME A PHONE NUMBER. AND I
THOUGHT I WOULD CALL LARRY OWEN, CEO OF HOMEGOLD. AND I
TALKED WITH HIM, I TOLD HIM I WOULD LOVE TO TALK WITH HIM
AND I WENT TO VISIT TO HOMEGOLD. AND SAT DOWN WITH HIM
AND MY BROTHER FOR ABOUT AN HOUR AND A HALF. I DISCUSSED
IT WITH HIM AND I LEFT AND LATER HE CALLED ME ONE DAY AND
SAID, I HAVEN'T HEARD FROM YOU. I SAID, WELL, I AM STILL
THINKING. AND LATER ON WE TALKED AGAIN AND I DECIDED TO
TAKE MY MONEY AND SEND IT OVER THERE.

Q WHERE WAS YOUR MONEY?

A IT WAS IN A BANK IN GAFFNEY AND AT THE TIME WAS UP
WHICH I HAD WEEKS TO SPARE AND I COULD GET IT AT THE TIME
THAT I WANTED TO.

MR. PEAVY: YOUR HONOR, MAY I APPROACH THE WITNESS?
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THE COURT: YES.

Q MR. GREGORY, I AM SHOWING YOU WHAT HAS BEEN MARKED AS
STATE'S EXHIBIT NUMBER 102. DO YOU RECOGNIZE THAT

DOCUMENT, SIR?

YES, SIR.
WHAT IS THAT DOCUMENT?
IT IS WHERE I DEPOSITED MY MONEY, $1,396,695.0409.

WHEN DID YOU INVEST THAT MONEY, SIR?

L c . e -

IT WAS IN 2001, I BELIEVE.

MR. PEAVY: fYOUR HONOR, AT THIS POINT WE WOULD MOVE
STATE'S EXHIBIT NUMBER 102 INTO EVIDENCE.

THE COURT: ANY OBJECTION?
MR. GRIFFIN: NO, YOUR HONOR.
THE COURT: STATE'S 102 IS ADMITTED.
(WHEREUPON,

STATE'S EXHIBIT NO. 102 WAS ADMITTED INTO

EVIDENCE.)

Q NOW, MR. GREGORY, YOU JUST MENTIONED THAT YOU HAD
INVESTED OVER A MILLION DOLLARS IN CAROLINA INVESTORS?
A MY LIFE EARNINGS.

Q DID THERE EVER BECOME A POINT WHERE YOU BECAME
CONCERNED ABOUT THE SAFETY OF YOUR INVESTMENT, SIR?

A I DID, SIR.

Q TELL ME ABOUT THAT.

A I WAS HAVING A LUNCHEON, MR. PEELER WAS RUNNING FOR

GOVERNOR AND A FELLOW KNOCKED ON MY DOOR AT MY RESTAURANT
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AND HE HAD A NEWSPAPER AND IT WAS A STATE NEWSPAPER
STATING THAT CAROLINA INVESTORS HAD PROBLEMS. AND I
IMMEDIATELY WENT TO A PHONE AND CALLED MY BROTHER AND
ASKED ME HIM TO GO BY MY HOUSE AND PICK UP MY PAPERWORK,
THAT WE WERE GOING TO CAROLINA INVESTORS AFTER THE
LUNCHEON. AND HE BROUGHT IT TO ME AND WE DROVE TO PICKENS
AND I LAID IT ALL ON THE DESK. AND I TOLD MR. OWEN, I
CAME BACK FOR MY MONEY. AND WE TALKED ON FOR ABOUT AN
HOUR, AN HOUR AND A HALF AND HE KEPT INSISTING THAT I KEEP
MY MONEY THERE, W?Y WOULD I WANT TO GO BACK ON ONE AND A
HALF PERCENT INTEREST WHEN HE WAS PAYING ME EIGHT AND A
HALF PERCENT INTEREST. AND I QUESTIONED HIS COLLECTIONS
AND HE SAID HIS COLLECTIONS WAS GOOD, THAT THEY DIDN'T
HAVE A PROBLEM WITH IT. AND ALSO HE HAD TALKED WITH ME
ABOUT HOMEGOLD, THAT THEY PUT THEIR MONEY INTO HOMEGOLD
AND THEY MORTGAGED IT OUT. AND I ASKED HOW WAS HOMEGOLD
DOING, WAS IT SOLID. AND HE SAID, OH YES, WE HAVE GOOD
WORKERS THERE, WE HAVE, HE HAD MENTIONED MR. SHEPPARD'S
NAME TO ME SEVERAL TIMES, ABOUT HOW GOOD HE WAS IN THE
LENDING INSTITUTION, HOW STRONG HE WAS AND HOW SMART HE
WAS. AND WE TALKED ON FOR A WHILE. I TOLD HIM I JUST
WANTED TO STUDY ABOUT IT, WAS GOING TO GO HOME AND PRAY
ABOUT IT. IF I WAS GOING TO LEAVE MY MONEY I WAS GOING TO
LET HIM KNOW. SO, WE STUDIED ABOUT IT AND I CALLED HIM

BACK, I TOLD HIM I HAD TO HAVE SOMETHING IN WRITING, THAT
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MY MONEY WAS SAFE AND GUARANTEED. AND HE GAVE ME A LETTER
STATING THAT MY MONEY WOULD BE SAFE--
Q DO YOU MIND IF I STOP YOU THERE, MR. GREGORY. I AM
SHOWING YOU WHAT HAS BEEN MARKED FOR IDENTIFICATION
PURPOSES, STATE'S EXHIBIT NUMBER 103.
A YES SIR, THAT IS THE LETTER, SIR. HE MAILED THIS
LETTER TO MY WIFE, I TOLD HIM THAT MY WIFE WAS CONCERNED
ABOUT IT AND SHE HAD JUST AS MUCH INTO IT AS I HAD. AND
WE GOT THIS LETTER A DAY OR TWO LATER.
Q MR. GREGORY,g IS THIS A FAIR AND ACCURATE COPY?
A YES, THAT IS THE COPY, YES.

MR. PEAVY: YOUR HONOR, AT THIS POINT WE WOULD OFFER
INTO EVIDENCE STATE'S EXHIBIT NUMBER 103.

THE COURT: ANY OBJECTION?

MR. GRIFFIN: NO, SIR.

THE COURT: WITHOUT OBJECTION, STATE'S 103 IS

ADMITTED.

(WHEREUPON, STATE'S EXHIBIT NO. 103 WAS ADMITTED INTO

EVIDENCE.)

Q I AM SHOWING YOU A BLOWN UP COPY OF THAT LETTER THAT
WE JUST LOOKED AT, YOU RECEIVED THIS LETTER IN THE MATL?

YES, SIR.

AND YOU RECEIVED IT FROM MR. OWEN?

YES, SIR.

o o O »

AND YOU RECEIVED IT AFTER YOU HAD THAT MEETING WHERE
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YOU WERE CONCERNED ABOUT YOUR INVESTMENTS?
A RIGHT, YES SIR.
O  AND AS A RESULT OF RECEIVING THIS LETTER DID YOU
DECIDE TO KEEP YOUR MONEY IN CI?
A 1 pID.
Q  OKAY. THAT LETTER IS SOME TIME FROM THE SPRING,
SUMMER OF 2002. IN THE FALL OF 2002 DID YOU EVER BECOME
CONCERNED ABOUT YOUR INVESTMENTS AGAIN?
A I DID. I WENT UP AND TALKED TO MR. OWEN ABOUT IT AND
IT WAS ALWAYS GOOB, IT WAS SAFE, THEY MADE MORE MONEY THAN
THEY EVER MADE AND IT WAS SOLID. HE FELT SURE THAT HE
WOULD ALWAYS TAKE CARE OF ME IF ANYTHING OCCURRED.
Q  DID HE MENTION ANYTHING ABOUT HOMEGOLD BEING SOLD?
A MY SISTER-IN-LAW CALLED ME ONE DAY, SHE HAD MONEY IN
IT. AND SHE TOLD ME THAT THEY HAD REDUCED HER INTEREST
RATE -~

MR. GRIFFIN: YOUR HONOR, OBJECTION.

THE COURT: I SUSTAIN THE OBJECTION.
Q  WITHOUT TELLING ME WHAT YOUR SISTER-IN-LAW SAID, TELL
ME WHAT HAPPENED.
A ANYWAY I TURNED AROUND AND I CALLED MR. OWEN TO
MENTION IT TO HIM ABOUT IT. AND HE SAID WHILE I AM
TALKING TO YOU I WANT TO TELL YOU THAT HOMEGOLD HAS BEEN
SOLD. AND I AM LIKE OUT OF A CAGE WITH A MONKEY ON My

SHOULDER, I FELT MORE SECURE TODAY THAN I EVER HAVE IN
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THIS BUSINESS, THAT RONNIE SHEPPARD HAD BOUGHT THE COMPANY
AND HE IS STRONG AND HE IS GOOD AND WE WILL MAKE MONEY
NOW. YOU JUST SIT BACK AND DON'T WORRY. I SAID, MR.
OWEN, I QUIT WORRYING THE DAY YOU GIVE ME MY LETTER
STATING THAT YOU WOULD TAKE CARE OF ME. AND I DIDN'T HAVE
ANYTHING TO WORRY ABOUT, I QUIT WORRYING THAT DAY. HE
SAID, THAT IS RIGHT, I AM NOT GOING TO WORRY.

Q MR. GREGORY, AT ANY POINT WHEN YOU WERE DEALING WITH

MR. OWEN DID YOU EVER SEE ONE OF HIS BUSINESS CARDS?

A YES SIR, HE {GAVE ME A BUSINESS CARD ONE TIME.
Q DO YOU HAPPEN TO HAVE THAT BUSINESS CARD WITH YOU?
A I HAVE IT IN MY POCKET, SIR. IT HAS MR. RONNIE

SHEPPARD'S NAME ON THE BACK OF IT. I DON'T KNOW WHY T
EVER KEPT IT BUT IT HAS BEEN IN MY BILLFOLD EVERY SINCE.
Q MR. GREGORY, THIS BUSINESS CARD THAT YOU GOT FROM MR.
OWEN, IS IT IN SUBSTANTIALLY THE SAME CONDITION OTHER THAN
THE WEAR AND TEAR.
A JUST THE WEAR AND TEAR ON IT, I HAVE HAD IT IN MY
BILLFOLD.

MR. PEAVY: YOUR HONOR, WE WOULD MOVE IN AS STATE'S
EXHIBIT NUMBER 104.

THE COURT: ANY OBJECTION?

MR. GRIFFIN: NO OBJECTION.

THE COURT: STATE'S 104 IS ADMITTED.

(WHEREUPON, STATE'S EXHIBIT NO. 104 WAS ADMITTED INTO
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EVIDENCE.)
Q MR. GREGORY, THIS BUSINESS CARD, IT IS LARRY OWEN'S
BUSINESS CARD? |
A YES, SIR.
Q AND ON THE BACK HERE, DOES IT HAVE MR. SHEPPARD'S
NAME ON IT?
A MR. SHEPPARD, YES SIR.
Q AND IS THERE A PHONE NUMBER ON THERE TOO?
A YES, SIR.
] AND DID MR.JQWEN GIVE YOU THAT PHONE NUMBER?
A HE GAVE ME THAT PHONE NUMBER, HE PUT IT ON THE CARD.
Q DID YOU EVER HAVE AN OPPbRTUNITY TO TALK TO MR.
SHEPPARD IN PERSON OR ON THE PHONE?
I SPOKE TO MR. SHEPPARD ONE TIME, SIR.
TELL ME ABOUT THAT.
I WAS DOWN AND OUT AND DEPRESSED ONE DAY--—

WHY WERE YOU DOWN AND OUT AND DEPRESSED?

FOOo Y 0 0w

WELL, I HAD LOST ALL OF MY MONEY AND I WORKED SEVEN
DAYS A WEEK, DIDN'T SEE A CHANGE OF CATCHING UP. AND I
WENT TO THE PHONE AND I CALLED MR. SHEPPARD AND THEY
ANSWERED THE PHONE. AND I SAID, IS THIS MR. RONNIE
SHEPPARD WITH HOMEGOLD. HE SAID YOU HAVE THE WRONG
NUMBER. CLICK. SO, I GOT BACK TO MY CASH REGISTER, IT
WAS NO MORE THAN THIRTY SECONDS OR MORE. AND THEY SAID

TELEPHONE, I WENT BACK TO THE TELEPHONE AND HE SAID, IS
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THIS RALPH EUGENE GREGORY. AND I SAID, YES. AND HE SAID,
YOU JUST CALLED THIS NUMBER AND I SAID, WHAT NUMBER IS IT.
AND HE SAID, I AM RONNIE SHEPPARD. AND I SAID, YOU TOLD
ME I HAD THE WRONG NUMBER AND HUNG UP ON ME. I SAID, 1
JUST WANTED TO ASK YOU, I SAID, I LOST A LARGE AMOUNT OF
MONEY AND I LOST EVERYTHING I HAD. AND I JUST WANTED TO
CHAT WITH YOU BECAUSE I ALWAYS BEEN TOLD HOW SMART YOU
WERE IN THIS BUSINESS, HOW INTELLIGENT YOU WAS AND YOU
WOULD MAKE THE COMPANY MONEY. AND I WANT TO KNOW IF WE
HAVE ANY ASSETS.§ AND HE SAID, THE ONLY THING THAT I CAN
TELL YOU IS I HAVE A LOT OF ASSETS AND I WILL HAVE
SOMEBODY TO CALL YOU. CLICK. AND THAT WAS THE EXTENT OF
MY CONVERSATION WITH MR. SHEPPARD. I HAD NEVER SEEN MR.
SHEPPARD UNTIL WE WERE IN COURT OVER IN GREENVILLE,
ANDERSON, EXCUSE ME.
Q MR. GREGORY, THAT MONEY THAT YOU INVESTED, WHAT WAS
THAT MONEY, WHAT WAS THAT MONEY FOR?
A THAT WAS MY RETIREMENT, MY LIFE EARNINGS, I WAS
GETTING READY TO RETIRE, I HAVE BEEN WORKING FOUR HARD
YEARS, NIGHT AND DAY, FEET WRAPPED Up.
Q NO FURTHER QUESTIONS.

THE COURT: MR. GRIFFIN.

MR. GRIFFIN: NO QUESTIONS, YOUR HONOR.

THE COURT: SIR, YOU MAY STEP DOWN, WATCH YOUR STEP.

CALL YOUR NEXT WITNESS, PLEASE.
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MR. PEAVY: THE STATE CALLS PAT EVETT TO THE STAND.

DIRECT EXAMINATION

BY MR. PEAVY:

Q MS. EVETT, TELL US A LITTLE BIT ABOUT YOURSELF, YOUR
PERSONAL HISTORY AND WORK HISTORY?

A I AM 57 YEARS OLD, I AM A LIFE LONG RESIDENT OF
PICKENS COUNTY. I HAD GRADUATED HIGH SCHOOL IN 1967, UPON
GRADUATION I STARTED TO WORK WITH CAROLINA INVESTORS.

Q WHEN YOU STARTED WORKING AT CAROLINA INVESTORS, WHAT
KIND OF JOBS WEREﬁYOU DOING?

A I WAS GENERAL OFFICE HELP, SETTING UP SOME CEMETERY
ACCOUNTS, THAT WAS THE TYPE OF BUSINESS THEY WERE IN AT
THAT TIME, FINANCING CEMETERY LOANS. AND JUST GENERAL
OFFICE DUTIES.

Q AND THEN THEY EVENTUALLY BEGAN SELLING THE DEBENTURES
AND NOTES AND THINGS LIKE THAT?

A THEY WERE SELLING DEBENTURES AT THAT TIME BUT I WAS
NOT INVOLVED IN THAT.

Q DID YOU EVENTUALLY BECOME INVOLVED IN THAT AREA?

A YES, IN THE EARLY 1970'S I BECAME AN INVESTMENT CLERK
AND DEALT WITH THE INVESTORS COMING IN TO DEPOSIT MONEY.

Q AND WHEN DID YOU, I GUESS, WHEN DID YOU FIRST RETIRE
FROM CAROLINA INVESTORS?

A I LEFT THE COMPANY IN 1996, AT THAT TIME THEY WERE

GETTING READY TO MOVE THE ACCOUNTING DEPARTMENT AND OTHER
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DEPARTMENTS TO THE GREENVILLE AREA, THE HYATT REGENCY IN
GREENVILLE, SOUTH CAROLINA.

Q AND DID YOU COME BACK TO WORK ON SOME KIND OF
PART-TIME?

A I DID, THEY OFFERED ME A POSITION TO DO SPECIAL
PROJECTS TWO TO THREE DAYS A WEEK. I WAS WORKING
PART-TIME ON CONTRACTUAL BASIS.

o] AND AFTER THIS ACCOUNTING DEPARTMENT HAD MOVED DID
YOU ESSENTIALLY ASSUME SOME BOOKKEEPING DUTIES?

A WITH THE COMPANY, YES, RESEARCH AND I HELPED WITH
RECONCILING THE CASH ACCOUNTS AND VARIOUS OTHER DUTIES.
Q AND AT SOME POINT WHEN YOU WERE WORKING THERE DID
CAROLINA INVESTORS AND HOMEGOLD CONSOLIDATE THEIR
ACCOUNTING FUNCTION?

A YES, THAT WAS CONSOLIDATED IN 1998 AND ALL OF THE
DEPARTMENTS, THE LOAN ORIGINATION DEPARTMENT AND THE
ACCOUNTING FUNCTIONS AND THE CORPORATE HEADQUARTERS WERE
MOVED TO THE PELHAM ROAD AREA IN GREENVILLE, SOUTH
CAROLINA.

Q WHEN DID YOU ULTIMATELY STOP WORKING FOR CAROLINA
INVESTORS?

A WHEN I ACTUALLY STOPPED WORKING WITH CAROLINA
INVESTORS WOULD OF BEEN IN 2003.

Q SO, YOU WORKED FROM 1967, ESSENTIALLY TO THE END?

A YES. IT IS COMPLICATED, WE WORKED UNDER DIFFERENT
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NAMES BUT ESSENTIALLY THE SAME COMPANY.

Q | TELL ME AND THE JURY A LITTLE BIT ABOUT WHAT CAROLINA
INVESTORS WAS, WHAT TYPE OF COMPANY IT WAS?

A IN 1963 CAROLINA INVESTORS WAS ORGANIZED TO FINANCE
CEMETERY PROPERTY, IT WAS OWNED AT THAT TIME BY DWIGHT
HOLDER WHO OWNED A LOT OF CEMETERIES IN THE SOUTHEAST.

AND HE ORGANIZED THE COMPANY, IN ORDER TO HAVE A WAY TO
FINANCE THESE CEMETERY LOANS. FROM THERE THEY STARTED
DOING HOME MORTGAGE LOANS AND EVENTUALLY THEY WERE SOLD IN
1991 TO EMERGENTJ&ROUP. CAROLINA INVESTORS STARTED OUT AS
A COMMUNITY ORIE&TED COMPANY, WE DEALT ON A LOCAL BASIS.
AFTER IT WAS SOLD IT BECAME, THE LOANS WERE MADE
THROUGHOUT THE UNITED STATES AND HOMEGOLD ASSUMED ALL OF
THE LOAN ORIGINATION DUTIES AND CAROLINA INVESTORS

ESSENTIALLY OFFICES TO SELL THE DEBENTURES TO THE

INVESTORS.

Q So, THEY.LET PEOPLE INVEST IN THE COMPANY?

A YES.

0] I AM GOING TO SHOW YOU WHAT HAS PREVIOUSLY BEEN

MARKED AS STATE'S EXHIBIT NUMBERS 105 THROUGH 118, wouLD
YOU LOOK THROUGH THEM FOR ME AND SEE IF YOU RECOGNIZE
THOSE?

A THESE ARE EXTERIOR AND INTERIOR PICTURES OF THE FOUR
CAROLINA INVESTORS BRANCHES.

Q ARE THEY FAIR AND ACCURATE REPRESENTATIONS OF THE
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OFFICES WHEN YOU LAST SAW THEM?
A YES, THEY ARE.

MR. PEAVY: AT THIS POINT WE WOULD MOVE THESE IN.

MR. GRIFFIN: NO OBJECTION.

THE COURT: IS THAT 105 THROUGH 1207

MR. GRIFFIN: YES, SIR.

THE COURT: 105 THROUGH 120 ARE ADMITTED WITHOUT
OBJECTION.

(WHEREUPON, STATE'S EXHIBIT NOS. 105 THROUGH 120 WERE

ADMITTED INTO EVIDENCE.)

O I AM SHOWING YOU WHAT HAS BEEN MARKED AS STATE'S
EXHIBIT NUMBER 105, WOULD YOU PLEASE TELL ME WHAT THAT IS?
A IT APPEARS TO BE THE EXTERIOR VIEW OF THE CAROLINA
INVESTORS OFFICE TN ANDERSON.

Q AT THIS POINT I AM SHOWING YOU STATE'S EXHIBIT NUMBER
107, DO YOU RECOGNIZE THAT?

A THAT IS ANOTHER EXTERIOR VIEW OF THE ANDERSON OFFICE.
Q IS THAT ANDERSON AS WELL?

A YES, IT IS.

MR. PEAVY: YOUR HONOR, IN ORDER TO EXPEDITE THIS I
THINK WE CAN PROBABLY JUST PUBLISH THESE INDIVIDUALLY TO
THE JURY.

THE COURT: THAT IS FINE.

Q  WERE YOU WORKING AT CAROLINA INVESTORS OR HOMEGOLD IN

20002
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A YES, I WAS. I WAS WORKING AT THE PELHAM ROAD
FACILITY.

Q AND WERE YOU AWARE THAT A MERGER TOOK PLACE?
A YES SIR, I WAS.

Q AND WHAT COMPANY DID HOMEGOLD MERGE WITH?

A HOMESENSE.

Q AND AFTER THAT MERGER WHO WAS ESSENTIALLY RUNNING

HOMEGOLD?

A RONALD SHEPPARD.

Q DID YOQOU REPOﬁT DIRECTLY TO MR. SHEPPARD?
A NO, I DID NbT.

Q AND SHORTLY AFTER OR SOME TIME AFTER THE MERGER DID
THE ACCOUNTING DEPARTMENT OF HOMEGOLD, DID IT MOVE?

A IN 2001, I BELIEVE, LAST SPRING, EARLY SUMMER THEY
WERE MAKING MOVES TO MOVE THE CORPORATE HEADQUARTERS AND

THE ACCOUNTING DEPARTMENT TO LEXINGTON, SOUTH CAROLINA.

Q AND THAT IS WHERE IT WAS HEADQUARTERED DOWN HERE IN
LEXINGTON?

A IT WAS.

Q AND DID YOU COME DOWN TO LEXINGTON AS WELL?

A NO, I DID NOT. MY TIES ARE TO THE UPSTATE AND SO I

WAS NOT GOING TO MOVE WITH THE COMPANY.
Q WERE YOU ALLOWED TO KEEP WORKING?
A I CONTINUED TO WORK AND I WAS TRANSFERRED TO THE

CAROLINA INVESTORS OFFICE IN PICKENS.
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BUT DID YOU STILL WORK FOR HOMEGOLD?
MY CHECKS WERE ISSUED BY HOMEGOLD, YES.

AND WHAT WERE YOUR DUTIES AT THAT TIME?

A ol B o)

I WAS ESSENTIALLY DOING BOOKKEEPING, I PROCESSED THE
ACCOUNTS PAYABLES OR OPERATING EXPENSES FOR CAROLINA
INVESTORS LIKE UTILITIES, FEES, ADVERTISING, THOSE WERE
PROCESSED BY ME. AND ALSO I KEPT DAILY CASH
RECONCILIATION.

0 AND WHO WERE YOU REPORTING TO AT THAT TIME?

A DAY TO DAY IfWAS REPORTING TO LARRY OWEN BUT T WAS
ALSO UNDER THE UMBRELLA OF THE ACCOUNTING DEPARTMENT AT
HOMEGOLD, FOR ANY ACCOUNTING FUNCTIONS.

0 SO, YOU WERE DOING BOOKKEEPING DUTIES, HAD ACCESS TO
THE GENERAL LEDGER?

A TO CAROLINA INVESTORS GENERAL LEDGER, YES.

SO, WERE YOU KEEPING TRACK OF THE MONEY THAT CAME IN?
YES, I WAS.

AND THE MONEY THAT WENT OUT?

A oI B )

YES, THAT WAS PART OF MY DUTIES TO RECORD THE
DEPOSITS THAT WERE MADE AND ALSO THE WITHDRAWALS AND ANY
INVOICES THAT WERE PAID.

Q SO, YOU HAD ACCESS TO THIS GENERAL ACCOUNT. WERE YOU
AWARE OF WHETHER HOMEGOLD EVER REMOVED ANY OF THAT MONEY
FROM THAT ACCOUNT?

A YES, THEY DID.
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Q HOW WOULD YOU KNOW THAT, MA'AM?

A I WOULD SEE THAT COME THROUGH ON THE BANK ACCOUNT
STATEMENT FROM THE BANK WHICH WAS PULLED EACH MORNING BY
HOMEGOLD ACCOUNTING DEPARTMENT AND FAXED TO ME IN ORDER
FOR ME TO DO MY RECONCILIATION OF THE CASH ACCOUNT.

Q SO, AS A RESULT OF THAT TRANSFER DID YOU HAVE TO DO
SOMETHING TO YOUR BOOKS THAT YOU WERE WORKING WITH?

A I WOULD HAVE TO RECORD THAT ENTRY AND ALSO LET MR.
OWEN KNOW THAT THOSE TRANSFERS HAD BEEN MADE.

Q AND DID YOU@%O THIS FROM, I GUESS, FROM 2001 TO THE
END? ’

A YES SIR, I DID.

Q DID YOU EVER HAVE AN OCCASION TO BECOME CONCERNED

THAT THE BALANCE WAS TOO LOW OR ANYTHING LIKE THAT?

A YES, ON SEVERAL OCCASIONS.
Q TELL US ABOUT THAT?
A ON SEVERAL OCCASIONS, I LIKE TO KEEP A MILLION TO A

MILLION AND A HALF DOLLARS IN THE BANK ACCOUNT SIMPLY FOR
THE FACT THAT WE HAD SEVERAL INVESTORS WHO HAD IN EXCESS
OF A MILLION DOLLARS IN THEIR ACCOUNT. AND IN CASE ONE OF
THOSE INVESTORS DECIDED TO WITHDRAW THEIR MONEY I DIDN'T
WANT THERE TO BE A PROBLEM WITH THEM GOING TO THE BANK AND
BEING ABLE TO GET THEIR FUNDS.

Q AND WAS THERE EVER AN OCCASION THAT IT GOT TOO LOW

WHERE YOU HAD TO TAKE SOME TYPE OF ACTION?
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A YES, WHEN IT DROPPED BELOW A MILLION DOLLARS I WOULD
ADVISE MR. OWEN OF THE BANK BALANCE AND HE WOULD CONTACT
THE EXECUTIVE OFFICERS AT HOMEGOLD. AND ON OCCASION I,
MYSELF, CONTACTED SHANE SMITH IN ORDER TO REQUEST A
TRANSFER FROM HOMEGOLD BACK INTO THE CAROLINA'INVESTORS
COLLECTION ACCOUNT.

Q HOW MANY TIMES YOU HAD TO PERSONALLY CALL?

A FIVE OR SIX TIMES OVER THAT PERIOD OF TIME.

Q NOW, DURiNG THE TIME PERIOD SAY FROM 2001 TO 2003
THAT, I GUESS, TC@THE END OF THE COMPANY. WERE YOU
PREPARING DAILYﬂbASH REPORTS?

A YES, I WAS.

Q AND WHAT WERE YOU DOING WITH THOSE REPORTS?

A AFTER THOSE REPORTS WERE PREPARED I FAXED THEM BACK
TO THE ACCOUNTING DEPARTMENT AT HOMEGOLD.

0 YOU MENTIONED EARLIER THAT YOU WERE DOING ACCOUNTS
RECEIVABLE OR PAYABLE AND THINGS LIKE THAT. I AM GOING TO
SHOW YOU WHAT HAS BEEN MARKED AS STATE'S EXHIBIT NUMBER
83. DO YOU RECOGNIZE THAT?

A YES, I DO.

Q COULD YOU TELL ME WHAT THAT IS?

A THIS IS AN INVOICE FROM AN ATTORNEY IN DURHAM. AND
IT IS FOR SERVICES RENDERED AND THIS WAS SENT FROM
HOMEGOLD TO CAROLINA INVESTORS FOR PAYMENT.

Q WHEN DID YOU FIRST RECEIVE THAT?
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A I WOULD RECEIVE THIS IN LATE NOVEMBER OF 2002.

MR. PEAVY: YOUR HONOR, AT THIS POINT WE WOULD ENTER
INTO EVIDENCE STATE'S 83.

THE COURT: ANY OBJECTION?

MR. GRIFFIN: NO, YOUR HONOR.

THE COURT: STATE'S 83 IS ADMITTED.

(WHEREUPON, STATE'S EXHIBIT NO. 83 WAS ADMITTED INTO

EVIDENCE.)
) WHEN YOU FIRST RECEIVED THIS WHAT WAS YOUR REACTION?
A WELL, AS I RéVIEW ALL OF THE INVOICES BEFORE PAYING
THEM SO I CAN CO&RECTLY CODE THEM TO THE CORRECT GENERAL
LEDGER ACCOUNT, I WAS READING THE TEXT OF THE INVOICE AND
IT TALKS ABOUT MEETINGS WITH HOMEGOLD'S ATTORNEYS AND
ABOUT CONSERVATORSHIP AND RECEIVERSHIP AND ABOUT SEC
FILINGS AND ABOUT A POSSIBLE BANKRUPTCY.
0 WHEN YOU NORMALLY RECEIVED INVOICES SUCH AS THIS,
WHAT WAS YOUR TYPICAL COURSE OF ACTION?

A THEY WERE GIVEN TO MR. OWEN TO REVIEW AND TO APPROVE.

Q DID YOU DO ANYTHING OUT OF THE ORDINARY WITH THIS
ONE?
A I TOOK THAT ONE DIRECTLY TO HIM RATHER THAN THROUGH

THE NORMAL PROCESS.
Q AND RIGHT HERE WHERE THE SUBJECT LINE IS, IS THAT
BLACKED OUT?

A YES, IT IS. AND IT CAME THAT WAY TO OUR OFFICE.
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o) FROM.HOMEGOLD?

a YES.

o) AND AS A RESULT OF HAVING THAT CONVERSATION WITH MR.
OWEN ABOUT THIS DOCUMENT WHAT HAPPENED NEXT?

A WHEN HE RECEIVED IT HE SAID THAT HE WOULD CALL
HOMEGOLD OFFICIALS AND FIND OUT EXACTLY WHAT WAS GOING ON.
o) AND DID YOU ULTIMATELY PAY THAT?

A YES, WE DID. THAT WAS GIVEN BACK TO ME BY MR. OWEN
WITH THE NOTATION THAT IT WAS OKAY TO PAY.

Q WHILE YOU WERE EMPLOYED AT THE PICKENS OFFICE OF
CAROLINA INVESTORS, I GUESS TECHNICALLY BY HOMEGOLD, BUT
WORKING AT CAROLINA INVESTORS DID YOU EVER OBSERVE ANY
MEETINGS BETWEEN HOMEGOLD OFFICIALS AT THE CAROLINA
INVESTORS OFFICE?

A YES, I DID.

0 AND WHO FROM HOMEGOLD WOULD YOU SEE COME DOWN TO THE
PICKENS OFFICE?

A AT DIFFERENT TIMES KAREN MILLER, JACK STERLING,
FORREST FERRELL, RONNIE SHEPPARD AND KEVIN MARTIN.

0 AND IF I CAN, I WOULD LIKE YOU TO TAKE US THROUGH,
YOU SAID EARLIER THAT YOU WERE WORKING ON THE LAST WEEK
THAT CAROLINA INVESTORS WAS OPEN. WILL YOU TAKE ME
THROUGH THAT LAST WEEK OF OPERATIONS, PLEASE, MA'AM.

A IT WAS A NORMAL WEEK. WE STARTED OUT WITH OUR BANK

ACCOUNT WAS ABOUT $1.1 MILLION DOLLARS, THE BALANCE IN THE
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BANK ACCOUNT. AND AS THE WEEK PROGRESSED THE BALANCE
STEADILY DROPPED AND WHEN WE CALLED TO FIND OUT WHEN WE
COULD GET A TRANSFER OF MONEY BACK INTO THE ACCOUNT WE
WERE TOLD THAT THEY WERE EXPECTING A LOAN SALE TO COME
THROUGH BUT THE MONEY HAD JUST NOT ARRIVED TO HOMEGOLD.
BUT AS SOON AS IT DID THEY WOULD TRANSFER THE MONEY BACK
INTO OUR ACCOUNT.
| DID YOU EVER GET THAT MONEY?

NO, WE DID NOT.

DID YOU WORK@A FULL WEEK THAT WEEK?

I WORKED UP%UNTIL 2:00 O'CLOCK ON FRIDAY AFTERNOON.

HOW DID YOU FIND OUT THAT THE DOORS HAD CLOSED?

HOO o 0 o 0

I HAD TAKEN MY GRANDDAUGHTER TO VOLLEYBALL PRACTICE
AND WHEN I GOT HOME I RECEIVED A CALL FROM MR. OWEN, HE
WAS UPSET AND IN TEARS AND HE SAID THAT--

MR. GRIFFIN: I AM GOING TO OBJECT TO HEARSAY.

THE COURT: SUSTAINED.
A I FOUND OUT FROM MR. OWEN AND HE TOLD ME THAT--
MR. GRIFFIN: OBJECTION.

THE COURT: YOU CAN'T GO INTO THAT, I SUSTAIN THE

OBJECTION.

Q WITHOUT TELLING ME, YOU FOUND OUT FROM MR. OWEN?

A YES.

Q NOW, MS. EVETT, DID YOU HAVE ANY MONEY INVESTED IN

CAROLINA INVESTORS?
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A YES SIR, I HAD APPROXIMATELY $83 THOUSAND DOLLARS IN
CAROLINA INVESTORS.

Q WHEN DID YOU FIRST START INVESTING IN CAROLINA
INVESTORS?

A WHEN I WAS FIRST EMPLOYED THERE I STARTED A SAVINGS
ACCOUNT AND MY HUSBAND AND I ADDED TO IT OVER THE YEARS,

IT WAS AN ACCUMULATION OF 30 YEARS OF SAVINGS.

Q STARTED BACK IN 19607
A 1967, YES.
i
Q DID YOU EVER¥RENEW INVESTMENTS WHILE MR. SHEPPARD WAS

THE HEAD OF HOMEGOLD?

A YES, I DID.
Q MS. EVETT, WHAT WAS THAT MONEY FOR?
A THAT MONEY WAS TO BE USED IN CASE OF EMERGENCIES.

WHEN CAROLINA INVESTORS CLOSED IT DOORS I LOST MY JOB, MY
HUSBAND WAS THE ONLY SOURCE OF INCOME, IF SOMETHING HAD
HAPPENED TO HIM AND OUR NEST EGG WAS GONE. AND IT WAS TO
PROVIDE COLLEGE EDUCATIONS TO HELP WITH MY FOUR
GRANDDAUGHTERS COLLEGE EDUCATION AND JUST FOR EMERGENCIES.
Q HOW HAS THE COLLAPSE OF CAROLINA INVESTORS AFFECTED
YOU PERSONALLY?

A WELL, WITHIN THE COMMUNITY IT WAS VERY DEVASTATING
BECAUSE THE INVESTORS WERE NEIGHBORS, FRIENDS,
ACQUAINTANCES, PEOPLE THAT YOU HAD GONE TO SCHOOL WITH.

AND AS A VISIBLE SOURCE, OUR VISIBLE ENTITY, THE EMPLOYEES

540




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

PAT EVETT - DIRECT BY MR. PEAVY
561

OF CAROLINA INVESTORS WERE QUESTIONED AND WITH SUSPICION
LIKE WE HAD DONE, LIKE WE HAD TAKEN THE MONEY OR DONE
SOMETHING WITH THE MONEY.
Q I HAVE ONE FINAL QUESTION THAT I MISSED, MS. EVETT.
ALTHOUGH YOU HAD ACCESS TO CAROLINA INVESTORS BOOKS WHEN
YOU WERE IN THE PICKENS BRANCH, DID YOU HAVE ACCESS TO
HOMEGOLD'S BOOKS AND THEIR LEDGERS AND THINGS LIKE THAT?
A NO, I DID NOT.
Q THAT IS ALL I HAVE. THANK YOU.

THE COURT: £ROSS-EXAMINE, MR. GRIFFIN.

CROSS-EXAMINATION

BY MR. GRIFFIN;

Q MS. EVETT, HOW LONG DID YOU WORK AT CAROLINA
INVESTORS?

A I WORKED AT CAROLINA INVESTORS FROM 1967 TO 2003, SO
IT WOULD OF BEEN 36 YEARS.

Q AND YOU WERE SHOWN SOME PICTURES OF, THIS PICTURE,
WILL YOU TELL US, PLEASE, WHERE THAT IS?

A THAT IS THE BEREA LOCATION, IT IS LOCATED IN
GREENVILLE, BEREA IS A COMMUNITY WITHIN GREENVILLE. AND
THAT IS THE CAROLINA INVESTORS OFFICE THERE.

Q AND HOW LONG HAD THAT OFFICE BEEN OPENED?

A THAT OFFICE WAS OPENED IN THE LATE 1980'S.
Q THIS OFFICE, CAN YOU TELL US WHERE THAT IS LOCATED?
A THAT IS THE MAIN OFFICE 1IN PICKENS, SOUTH CAROLINA.
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1 || THAT HAD BEEN THERE SINCE 1968.

21l o AND THAT SIZE?

3 A YES.

41 0 AND THE INSIDE OF THE OFFICE HERE, IS THAT THE INSIDE
5 | OF THE PICKENS OFFICE?

6| A YES, IT IS.

7 @ AND THOSE ARE TELLER STATIONS?

8 || A YES, THOSE WERE INSTALLED WHEN THE BUILDING WAS

9 {| ORIGINALLY BUILT.
Q IN 19682 .4
A IN 1968.

Q WAS IT BUILT FOR CAROLINA INVESTORS AS TO SELL THESE
NOTES AND DEBENTURES?

A THAT AND ALSO, AT THAT TIME THEY WERE SELLING
CEMETERY LOANS, IT WAS ALSO USED TO COLLECT PAYMENTS FOR
CEMETERY AND MORTGAGE LOANS.

Q AND THAT IS IN 1968 IS WHEN THIS BUILDING--

A '68, '69, SOMEWHERE ALONG THERE.

Q THE INSIDE HERE WITH SOME PICTURES, WHAT IS THAT?

A THAT APPEARS TO BE THE EXECUTIVE OFFICE, WHAT WAS

DWIGHT HOLDERS OFFICE AND THEN MR. EARLE MORRIS USED THAT

OFFICE.

Q AND DO YOU RECALL WHEN MR. EARLE MORRIS CAME TO WORK

AT CAROLINA INVESTORS?

A MR. MORRIS HAD BEEN A DIRECTOR OF CAROLINA INVESTORS
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SINCE PROBABLY THE 1970'S, 1980'S, HIS FATHER WAS AN
ORIGINAL DIRECTOR AND WHEN HIS FATHER PASSED AWAY HE
BECAME A DIRECTOR. |

Q 'AND THEN WHEN MR. MORRIS LEFT THE STATE OFFICE HE
BECAME AN OFFICER OF CAROLINA INVESTORS?

A YES, HE DID.

Q AND HE CAME TO THE OFFICE THREE OR FOUR TIMES A WEEK?
A USUALLY TWO OR THREE TIMES A WEEK.

Q AND THIS PHOTOGRAPH, IS THAT STILL THE EXECUTIVE

OFFICE? 4

A YES, IT IS. THAT IS ANOTHER VIEW.

0 AND THIS, AND THAT IS THE PICKENS OFFICE?

A YES, IT 1IS.

Q THIS LAST ONE, IS THAT THE PICKENS OFFICE?

A NO, THAT IS THE BEREA OFFICE, THE INSIDE OF THAT.
Q AND THAT OFFICE WAS OPENED?

A IN THE LATE 1980'S, 1989.

0 AND YOU WORKED AT, I SORT OF DIDN'T FOLLOW YOUR

CAREER PATH OF CAROLINA INVESTORS. YOU WORKED THERE IN
THE EARLY 60'S THOUGH--

A I WORKED THERE IN THE EARLY 60'S THROUGH 1996,
WHENEVER I STARTED CONTRACTUAL RELATIONSHIP WITH THE
CONSOLIDATED ACCOUNTING DEPARTMENT WHICH WAS AT HOMEGOLD.
Q AND UP UNTIL 1996 WAS YOUR JOB WITHIN THE ACCOUNTING

DEPARTMENT OF CAROLINA INVESTORS?
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1 A WE DID THE ACCOUNTING FOR CAROLINA INVESTORS, WE ALSO

2 DID THE ACCOUNTING FOR EMERGENT MORTGAGE AT THAT LOCATION.
3 0 AND IN FACT PRIOR TO 1996, WHEN YOU WERE DOING THAT
4 ACCOUNTING, WERE THE MONIES BEING LOANED TO CAROLINA

5 INVESTORS TO EMERGENT MORTGAGE?

6 || A YES, THEY WERE.

7 0 AND YOU WERE PHYSICALLY LOCATED IN THE PICKENS

8 OFFICE?

9 || A YES, IT WAS.

10 o) AND YOU WERES ABLE TO OBSERVE HOW THE PICKENS OFFICE
11 OPERATED. ’

12 || A SOMEWHAT, YES.

13 f o AND IT WAS RUN BY LARRY OWEN?

14 A WELL, MR. OWEN RAN CAROLINA INVESTORS. THERE WERE
15 OTHER OFFICERS WHO RAN THE EMERGENT MORTGAGE PART OF IT.
16 || 0 AND THEN IN 1995 OR 1996 THERE WAS SOME

17 RESTRUCTURING?

18 | A THE ACCOUNTING DEPARTMENT WAS ALREADY CONSOLIDATED
19 BUT THEY DECIDED TO MOVE THE ACCOUNTING DEPARTMENT ALONG
20 || WITH THE MORTGAGE ORIGINATION DEPARTMENT TO THE HYATT,
21 WELL, THE MORTGAGE ORIGINATION WAS NOT MOVED THERE. BUT

22 THE ACCOUNTING DEPARTMENT WAS MOVED TO THE HYATT REGENCY

23 OFFICE IN GREENVILLE, SOUTH CAROLINA.
24 Q AND THEN, YOU PHYSICALLY, YOU WENT TO WORK FROM

25 PICKENS TO GREENVILLE?
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A TO GREENVILLE, YES.

Q AND THAT WAS IN 19962

A YES.

Q AND YOU STAYED IN THAT POSITION, AT THAT LOCATION?
A WELL, THEY MOVED FROM THE HYATT REGENCY LOCATION IN
1997, 1998 TO THE LOCATION OFF OF PELHAM ROAD WHERE THEY
HAD CONSOLIDATED EVERYTHING, THE ACCOUNTING, THE LOAN
ORIGINATION DEPARTMENT AND ALSO THE CORPORATE
HEADQUARTERS.

Q AND YOUR FUN%TION AT THE PELHAM ROAD OFFICE WAS STILL
TO MAINTAIN THE EENERAL LEDGERS FOR CAROLINA INVESTORS?
A YES, WELL, NOT JUST FOR CAROLINA INVESTORS. THF
STRUCTURE OF THE ACCOUNTING DEPARTMENT AT THAT TIME YOU
DID NOT HAVE A CERTAIN COMPANY THAT YOU DID-ACCOUNTING
FUNCTIONS FOR. YOU HAD CERTAIN DUTIES WITHIN THE
DEPARTMENT THAT COVERED ALL OF THE, BOTH OF THE

SUBSIDIARIES.
Q AND IN YOUR FUNCTION, DID YOU INTERFACE OR

COMMUNICATE WITH MR. OWEN AND OTHERS WHO WERE WORKING FOR

CAROLINA INVESTORS?

A NG, I DID NOT.

Q SO, YOU WERE PRIMARILY JUST WITHIN THE ACCOUNTING
DEPARTMENT?

A RIGHT.

Q AND WHO DID YOU REPORT TO?
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A I REPORTED TO THE, THE VICE-PRESIDENT, EVENTUALLY THE
CFO OF THE COMPANY.

Q AND PRIOR TO 2000 IT WOULD OF BEEN KEVIN MAST?

A MY IMMEDIATE SUPERVISOR WOULD OF BEEN JENNIFER
CHAMPAGNE AND THEN RHONDA JOHNSON AND THEN SHANFE SMITH.

Q YOU DESCRIED IN YOUR TESTIMONY EARLIER ABOUT HOW
MONIES WOULD BE TRANSFERRED FROM CAROLINA INVESTORS BANK

ACCOUNT OVER TO HOMEGOLD'S OPERATING ACCOUNT?

A YES.
Q WERE THOSE TRANSFERS TAKING PLACE BEFORE 200002

A YES. i

0 WERE THEY TAKING PLACE BEFORE 1999°?

A YES.

Q WERE THEY TAKING PLACE BEFORE 199827

A YES.

o) AND BEFORE 19977?

A AS FAR AS I KNOW, YES.

o) AND THEN IN, AND THEY TOOK PLACE IN THE YEAR OF 2000?
A YES. |

Q AND 20017

A YES.

0 AND IN 2001 THE ACCOUNTING DEPARTMENT MOVED TO

LEXINGTON COUNTY?
A YES, THEY DID.

Q BUT YOU DIDN'T WANT TO LEAVE?
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A NO, I DID NOT WANT TO RELOCATE.
Q AND SO YOU PHYSICALLY WENT BACK TO WORK IN WHERE?
A THEY MOVED ME TO THE PICKENS OFFICE OF CAROLINA
INVESTORS.
Q AND SO YOU WERE THERE FROM--
A FROM JULY OF 2001 TO, I WAS THERE THROUGH-SEPTEMBER

OF 2003, AFTER THE BANKRUPTCY.

Q THE BANKRUPTCY WAS IN MARCH OF 20037

A YES.

Q AND WHEN YOU?MOVED BACK IN JULY OF 2001 WAS THE SAME

PLAYERS ESSENTIAiLY STILL AT CAROLINA INVESTORS, MR. OWEN?

A YES.

Q AND HIS WIFE?

A YES.

Q AND MR. MORRIS?

A YES.

Q DID YOU NOTICE IF ANYTHING CHANGED ABOUT THE WAY

BUSINESS WAS BEING DONE AT CAROLINA INVESTORS FROM WHEN

YOU LAST WORKED AT THAT PICKENS OFFICE?

A OTHER THAN THE FACT THAT THE LOAN ORIGINATIONS WERE
NOT BEING DONE AT CAROLINA INVESTORS. EVERYTHING AS FAR

AS THE INVESTMENT PART WAS BEING DONE THE SAME.

Q SELLING THE NOTES AN DEBENTURES WERE THE SAME?
A YES.
Q YOU SAY LOAN ORIGINATION, YOU MEAN LOANING MONEY FOR
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MORTGAGES, FOR PEOPLE BUYING HOUSES?

A RIGHT.

Q FROM SPRING, JULY OF 2001 THROUGH THE CLOSE OF
BUSINESS AT CAROLINA INVESTORS, YOU MENTIONED THAT YOU SAW
SOME MEETINGS, WERE THE CAROLINA INVESTORS BOARD MEETINGS
HELD AT THE PICKENS OFFICE?

A YES, THEY WERE.

Q AND THOSE BOARD MEETINGS, THAT WOULD BE THE OCCASION

THAT YOU WOULD SEE MR. SHEPPARD?

A I THINK I SAE MR. SHEPPARD THERE ON POSSIBLY TWO

OCCASIONS.

Q ONE OR TWO BOARD MEETINGS?
A YES.

Q BUT WITH REGARD TO DAY TO DAY BUSINESS OPERATIONS DID
YOU EVER SEE MR. SHEPPARD COME UP THERE AND DIRECT PEOPLE
ON HOW TO DO THEIR JOBS?

A NO, I DID NOT.

Q AND WERE YOU AWARE THAT MR. SHEPPARD MADE ANY PHONE
CALLS UP TO THE CAROLINA INVESTORS OFFICES?

A I AM NOT AWARE OF THAT.

Q ARE YOU AWARE OF ANYBODY THAT WAS REPORTING DIRECTLY
TO MR. SHEPPARD AND THE OFFICES OF CAROLINA INVESTORS?

A I WOULD NOT KNOW THAT.

0] YOU STATED, MS. EVETT, THAT WHEN CAROLINA INVESTORS

FILED BANKRUPTCY YOU HAD AN ACCOUNT BALANCE OF ROUGHLY $80
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THOUSAND DOLLARS?

A YES, SIR.

Q AND THAT ACCOUNT BALANCE WAS THE RESULT OF INVESTING
IN CAROLINA INVESTORS FOR OVER 30 YEARS?

A YES, IT WAS.

Q AND A LOT OF THAT PERCENTAGE OF THAT BALANCE, WAS
THAT INTEREST THAT YOU HAD EARNED THROUGH HAVING TO LEAVE
YOUR MONEY THERE AT CAROLINA INVESTORS?

A SOME OF IT WAS BUT THERE HAD BEEN WITHDRAWALS OVER

THAT 30 YEAR PERL@D, SO NOT ALL INTEREST.

Q AND THEN WHEN CAROLINA INVESTORS FILED BANKRUPTCY AT

SOME POINT AND TIME HAVE YOU BEEN ABLE TO RECEIVE SOME
MONEY BACK FROM CAROLINA INVESTORS ON YOUR INVESTMENT?
A YES, I HAVE.

Q WHEN THE BILL THAT YOU HAD INTRODUCED, THAT WAS

INTRODUCED THROUGH YOU, THE BILL FOR THE LEGAIL FEES?

A YES.

Q I BELIEVE YOU INDICATED THAT IT CAME IN LATE
NOVEMBER?

A YES.

Q AND IT HAS A DATE, WHAT IS THE DATE?

A THE DATE OF THE INVOICE IS 11/21/02.

Q HAD YOU KNOWN THAT MR. SHEPPARD HAD RESIGNED FROM HIS
BOARD POSITIONS AND OFFICERS POSITION AT HOMEGOLD BEFORE

THAT DATE?
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A NO, I WAS NOT AWARE OF THAT.
0 AND THE DATE IT WAS OKAYED TO BE PAID?
A THAT IS ALL, NOVEMBER THE 25TH OF 2002.
0 AND YOU DON'T KNOW THAT MR. SHEPPARD HAS ALREADY
RESIGNED?
A I HAVE NO IDEA.
0 AND WHEN CAROLINA INVESTORS FILED BANKRUPTCY AND
CLOSED ITS DOORS DURING THOSE LAST WEEKS, THAT LAST WEEK
YOU DESCRIBED, YOU WERE AWARE THAT MR. SHEPPARD WAS NO
LONGER AN OFFICERZOR BOARD MEMBER OF EITHER HOMEGOLD OR
CAROLINA_INVESTO%S.AT THAT TIME?
A I DON'T KNOW THAT I FOUND OUT AT THAT TIME BUT I DID
FIND OUT LATER THAT HE HAD RESIGNED.
Q0 WELL BEFORE THAT?
A AS I THINK THE DATE WAS AT THE END OF 2002.
o) THAT IS ALL THAT I HAVE.

THE COURT: REDIRECT?

MR. PEAVY: YES, YOUR HONOR.

REDIRECT EXAMINATION

BY MR. PEAVY:

0 MS. EVETT, MR. GRIFFIN HAD JUST ASKED YOU A QUESTION
ABOUT WHETHER OR NOT ANYTHING HAD CHANGED AT CAROLINA
INVESTORS WHEN YOU WERE WORKING AT THAT PICKENS OFFICE.
YOU NEVER SAT IN WITH ANY INVESTMENT COUNSELORS WHEN THEY

WERE MEETING WITH THEIR INVESTORS?
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NO.
YOU DON'T KNOW WHAT WAS SAID?

NO.

YOU DON'T KNOW IF ANYTHING DIFFERENT WAS SAID TO THEM

o r 0 0w

IN THOSE YEARS OF 2000, 2001 AND 20027

A NO.

Q NOW, DURING THOSE YEARS THAT YOU WERE THERE AT THE
PICKENS OFFICE THAT MR. SHEPPARD WAS IN CHARGE, DID THEY
OPEN A NEW BRANCH AT CAROLINA INVESTORS?

A YES, THEY DI.

0 AND WHAT WAS THAT BRANCH?

A THAT WAS THE ANDERSON BRANCH.

Q STATE'S EXHIBIT 83, PAGE THREE OF THAT DOCUMENT,
WOULD YOU PLEASE READ THIS ENTRY, PLEASE?

A THIS ENTRY IS DATED ON THE INVOICE 09/05/2002. AND
IT LIST THE INITIALS OF THE ATTORNEY, CRR. AND UNDER
SERVICES RENDERED IT SAYS, TELEPHONE CONFERENCE WITH KAREN
MILLER AND RONNIE S., TELEPHONE CONFERENCE WITH J.
STERLING REGARDING STATUS.

Q THANK YOU. YOU TALKED TO MR. GRIFFIN A MINUTE AGO
ABOUT WORKING THERE FROM 2000, I GUESS FROM 2001 TO 2003,

DID CAROLINA INVESTORS CLOSE ITS DOORS ON MARCH 21S8T?

A YES, IT DID.
Q THAT WAS THE LAST DAY THAT YOU WORKED THERE?
A THAT WAS THE LAST DAY THAT THE COMPANY WAS OPENED. I
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WORKED UNTIL SEPTEMBER.

Q THANK YOU.
THE COURT: ANYTHING FURTHER?
MR. GRIFFIN: NO, YOUR HONOR.

THE COURT: YOU MAY STEP DOWN. CALL YOUR NEXT

WITNESS, PLEASE.

MR. MYRICK: YOUR HONOR, THE STATE CALLS DAVID

BOWERMAN.

DAVID BOWERMAN, AFTER BEING DULY SWORN,

TESTIFIED AS FOLLOWS:

DIRECT EXAMINATION

BY MR. MYRICK:

0 MR. BOWERMAN, WOULD YOU INTRODUCE YOURSELF TO THE
JURY, PLEASE?

A YES, I AM THE PRESIDENT OF CBIZ VALUATION GROUP AND I
WORK AND LIVE IN DELAND.

Q YOU SAID YOU ARE THE PRESIDENT?

A YES.
Q WHAT BUSINESS IS CBIZ?
A WE WORK A CONSULTING COMPANY THAT VALUES COMPANIES,

SECURITIES, ASSETS, REAL ESTATE, ETCETERA FOR COMPANIES OR

INDIVIDUALS ALL AROUND THE COUNTRY.

Q DID YOU BRING SOMETHING TO COURT WITH YOU TODAY?
A I DID.
Q WHAT DID YOU BRING?
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A I BROUGHT SOME COPIES OF WORK PAPERS THAT WERE
REQUESTED.
0 DID YOU BRING A VALUATION WITH YOU?
a I BROUGHT A DRAFT OF THE VALUATIONS STUDY; A PROPOSAL
TO PERFORM SOME WORK AND THREE OTHER WORK PAPERS.
Q THE VALUATION, WHO WAS IT FOR?
A IT WAS FOR HOMEGOLD FINANCIAL, INC.
o) IS CREATING SUCH VALUATIONS PART OF THE NORMAL COURSE
OF BUSINESS AT CBIZ?
A THAT IS ALLé%E DO.
0 THAT IS ALL YOU DO?
a RIGHT.
Q MAY I SEE WHAT YOU BROUGHT.
MR. MYRICK: IF I MAY APPROACH THE WITNESS, YOUR
HONOR.
THE COURT: YES.
0 THE COPY OF THE VALUATION THAT YOU BROUGHT, IS IT A
TRUE AND CORRECT COPY?
~ A I BELIEVE IT IS, YES.
o) YOU SAID IT WAS A DRAFT, WHAT DO YOU MEAN BY THAT?
a IT WAS NEVER ISSUED IN A FINAL FORM, WHAT WE

TYPICALLY DO WHEN WE DO AN ANALYSIS FOR A CLIENT, THEY
HIRE US AND WE TAKE A BUNCH OF INFORMATION WE. GATHER FROM
THEM, OUTSIDE SOURCES, PUT IT TOGETHER IN A REPORT AND

THEN SHARE THAT REPORT WITH A CLIENT. BEFORE WE GO FINAL
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AND SAY, IS THIS WHAT YOU THINK, HAVE WE GOT THE FACTS
RIGHT, ETCETERA. AND ONCE WE GET THE CONFORMATION THAT
THE CLIENT IS SATISFIED WITH IT THEN WE GO FINAL.
Q IS IT ONE OF YOUR DUTIES TO INSURE THAT THE COPIES
THAT YOU BROUGHT TO COURT TODAY ARE TRUE AND CORRECT?
A ABSOLUTELY.
0 AND THIS REPORT, DO YOU ROUTINELY MAINTAIN COPIES OF
REPORTS THAT YOU DO FOR CLIENTS?
A YES, WE KEEP WORK PAPERS FOR ALL OF OUR CLIENTS.

MR. MYRICK?g YOUR HONOR, WE WOULD LIKE TO MOVE
STATE'S 121 INTO EVIDENCE.

MR. GRIFFIN: NO OBJECTION.

THE COURT: WITHOUT OBJECTION, STATE'S 121 IS
ADMITTED.

(WHEREUPON, STATE'S EXHIBIT NO. 121 WAS ADMITTED INTO

EVIDENCE. )
Q I HAVE NO MORE QUESTIONS FOR YOU. THANK YOU.

THE COURT: MR. GRIFFIN.

CROSS-EXAMINATION

BY MR. GRIFFIN:

Q MR. BOWERMAN, DID YOU BRING SOME OTHER WORK PAPERS
WITH YOU?

A I DID.

Q CAN I TAKE A LOOK. THE EXHIBIT 101, THAT VALUATION

FOR HOMEGOLD, I AM SORRY, 121. WERE YOU EMPLOYED WITH
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CBIZ AT THE TIME THAT SERVICE WAS RENDERED?
A NO.
Q YOU CAME ON AFTER THE FACT?
A LIKE FOUR OR FIVE MONTHS LATER.
Q AND YOUR REVIEW OF THE FILES, WORK PAPERS, FROM THE

RECORDS, CAN YOU DETERMINE WHO DID THIS SERVICE?

A WHO PREPARED THE FORMS?
0 WHO PERFORMED THIS SERVICE?

A I HAVE TWO IN PARTICULAR.

Q WHO IS THAT? .;g

.\ CATHY BERNARD AND RAY GALARDY, (PHONETIC).

0 AND WERE THEY OUT OF THE ATLANTA OFFICE OR SOMEWHERE
ELSE?

A THEY WORK AT THE PRINCETON OFFICE, PRINCETON, NEW

JERSEY. THEY NO LONGER WORK IN THE FIRM.

Q WERE THEY WORKING IN THE FIRM, AT A TIME WITH YOU?
A YES.

Q AND WAS IT THEIR JOB WITHIN THE FIRM TO DO BUSINESS
VALUATIONS?

A ABSOLUTELY.

Q THAT IS WHAT THEY WERE, WERE THEY EXPERTS IN THAT
FIELD?

A YES.

Q DO THE FILES INDICATE HOW HOMEGOLD CAME ABOUT IN

RETAINING THE SERVICES FOR CBIZ FOR THIS VALUATION, A
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MS. EVANS: YES, YOUR HONOR.

THE COURT: IS THE DEFENSE READY?

MR. GRIFFIN: YES, YOUR HONOR.

THE COURT: BRING THE JURY IN, PLEASE.
(WHEREUPON, THE JURY CAME INTO OPEN COURT AT
APPROXIMATELY 3:30 P.M.)

MS. EVANS: THE STATE CALLS JENNIFER CHAMPAGNE TO THE

STAND.

JENNIFER CHAMPAGNE, AFTER BEING DULY SWORN,

TESTIFIED AS FOLLOWS: 4§

DIRECT EXAMINATION

BY MS. EVANS:

Q MS. CHAMPAGNE, PLEASE TELL THE JURY ABOUT YOUR-
EDUCATIONAL BACKGROUND.

A I HAVE A UNDERGRADUATE DEGREE FROM FURMAN UNIVERSITY,
GRADUATED IN 1989. AND THEN I HAVE SOME OTHER
PROFESSIONAL‘EDUCATION THAT IS MORE RELATED TO THE BANKING
INDUSTRY THAT I AM WORKING IN NOW.

Q WHAT IS THAT EDUCATION, PLEASE?

‘A I HAVE PORTIONS OF A MASTERS DEGREE IN BUSINESS

ADMINISTRATION FROM CLEMSON UNIVERSITY THAT I HAVE NOT
COMPLETED YET. AND I HAVE, I AM ALMOST COMPLETED WITH
THE, A MASTERS IN BANKING FROM THE GRADUATE SCHOOL OF
BANKING THAT IS HELD AT LSU, LOUISIANA STATE UNIVERSITY.

Q DO YOU HAVE ANY BACKGROUND WITH FINANCE?
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A I DO.

Q PLEASE TELL THE JURY ABOUT THAT.

A OKAY. I AM A CERTIFIED PUBLIC ACCOUNTANT. I WORKED
FOR KPMG, I WORKED FOR SIX YEARS DIRECTLY OUT OF FURMAN.
AND BECAME A CPA DURING THAT TIME PERIOD. I AUDITED AND
WORKED ON SEC FILINGS FOR THE BANKING INDUSTRY WHILE I WAS
WORKING FOR KPMG. AND THEN I ACTUALLY WENT TO WORK FOR A
BANK, WENT TO WORK FOR AMERICAN FEDERAL BANK WHICH IS NOW
PART OF SUN TRUST THROUGH SEVERAL MERGERS. AFTER AMERICAN
FEDERAL WAS PURCH?SES BY CCB, WHICH IS A PREDECESSOR OF
SUN TRUST AND WHE% IT WAS PURCHASED I WENT TO WORK FOR
ANOTHER COMPANY IN DOWNTOWN GREENVILLE CALLED STERLING
DIAGNOSTIC IMAGING. AND I WAS DOING, THEY WERE A NEW
COMPANY AND I WAS DOING, HELPING THEM CREATE'POLICIES AND
PROCEDURES WHICH WOULD GOVERN THE INTERNAL CONTROLS AS
THEY WERE SETTING UP THEIR NEW COMPANY, INTERNAL CONTROL
SYSTEM IN THE COMPANY. THEN I LEFT STERLING BECAUSE IT
WAS BEING ACQUIRED BY A COMPANY CALLED AGFA. AND I WENT
TO WORK FOR HOMEGOLD AND THE MORTGAGE BUSINESS, AT THAT
TIME THEY OWNED MORE THAN JUST THE MORTGAGE BUSINESS. BbT
I ALWAYS WORKED PRETTY MUCH IN THE MORTGAGE SIDE OF THE
COMPANY DOING MAINLY THE GENERAL LEDGER ACCOUNTING AND
OVERSEEING AND ADMINISTERING THE ACCOUNTING DEPARTMENT.

Q AND YOU SAID YOU WORKED FOR A COMPANY CALLED STERLING

COMPANY, THAT WAS NO RELATION TO STERLING THAT WAS AT
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HOMEGOLD?

A NO, THE.STERLING GROUP WAS OUT OF HOUSTON.

Q WHAT WERE YOUR PRIMARY RESPONSIBILITIES WHEN YOU
WORKED AT HOMEGOLD?

A MY TITLE WAS THE SENIOR VICE-PRESIDENT OF FINANCE,
THE ACTUAL DAY TO DAY DUTIES THAT I PERFORMED WERE RELATED
TO MAKING SURE THE ACCOUNTING WAS DONE PROPERLY WITHIN THE
COMPANY, A LOT OF INTERNAL REPORTING ABOUT INCOME AND

EXPENSES, ESPECIALLY ACROSS DEPARTMENTAL LINES. I HAD THE

FOLKS WORKING FOR ME THAT PAID ALL THE BILLS AND WE MADE
#

SURE THAT ALL OFﬁ%HE BOOKS AND RECORDS WERE ACCURATE AND

THAT INFORMATION WAS CLEAR AND AVAILABLE TO PEOPLE WITHIN

THE COMPANY FOR THEIR USE.

AND WHAT YEAR DID YOU START WORKING AT HOMEGOLD?
I WENT TO WORK FOR HOMEGOLD IN MARCH OF 1998,
AND WHO DID YOU REPORT TO?

AT THAT TIME I REPORTED TO JIM AUSTIN.

WHO WAS CFO AT THE TIME?

KEVIN MAST.

AND DURING THAT TIME WHEN YOU GOT THERE WAS THERE
FINANCIAL PROBLEMS AT HOMEGOLD