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Mr. Manuel G. Juzon

Manager of Business Operations
Edmonds School District

20420 68™ Avenue W.
Lynnwood, WA 98036

Re:  Seattle Piano Gallery
Dear Mr. Juzon:

This law firm represents the Seattle Piano Gallery. My client has furnished me
with your letter dated December 28, 2005 regarding transactions over the past two years

regarding new Diapason pianos. My client believes that your letter fiinddnrentally
misunderstands or misconsgtrues the nature of the relationship and the transactions

between Sealtle Piano Gallery and the Edmonds School District and has asked me to .

.respon.d. My client further belisveés that your letter substantially misunderstands or
misconstrues your recent discussion with Mr, Amie Tucker regarding thesc issues.

Over the past several years, Amic Tucker of the Seattle Piano Gallery has
déveloped a good relationship with several of the administrators at the Edmonds Schdol
District, including Ms. Marla Miller and Mr, Tam Osbornd. Mr. Tucker met Ms. Miller
and Mr. Osborne through a Rotary organization in Edmonds, Mr. Tucker and the Seatile.
Piano Gallery have been very active in the Edmonds Jazz Connection musical events and
has frequently encountered both Ms, Miller and Mr. Osborne in connection with those
musieal events. Over theseé past several years, both Ms. Miller and Mr. Usborne on
occasion bemoaned the extremely sad state of the pianos in the various Bdmonds schools.
It is with regard (o. this problem that Mr. Tucker and the Seaitle Piano Gallery have
attempted to help the District dnd its administrators, with liitle or no cormresponding
benefit for the Seattle Piano Galiery

The transagtions in question began when Mr. Tucker becanie aware of @ ptogram
whereby school districts could purchase high quality Diapason pianes made by the Kawai
Company in Japan in container-load quantities at very atiractive prices. When he
mentioned this epportunity to fis contacts at the Edmonds School District; Mz Tucker
was told that the school distiict badly needed to replace its pianos but had ne money to do
s0.
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Subsequently, Mr. Tucker learned that a local distiibutdr of Kawal products
named Greenwave mi.ght be willing to deliver a container of new Diapason pranos fo a
school district in Washington on approval, in order to introduce these high quality pianes
10 the marketplace.

My client’s ¢ontacts at the Edmonds School District reacted with a great deal of
enthusiasm to this proposal and Mr. Tucker spent a great deal of his time and energy.
(with no return to:him or Seattle Piano Gallery) in pufting fogether this sale on approval,
A total of 14 brand néw Diapason pianocs, four of ‘thent grand pfanos dnd ten of them
uprights, were delivered o the Edmonds Schobl District in 2003 at no cost fo tho
Edmonids School District. It was anticipated that the plangs would reinain. in the various
Edmerids schools for approximately a year and a half while:the administration figured ouf
how to find the money to purchage those pmnos My client received nothing for helping
the Edmonds School District receive these pianos on approval, but it did expect to make a
commission when the pianos were eventually puirchased.

This program cost the Edmorids School District absolutely nothing. The District
could have simply returned the pianos at the end of the. approval perlod However,
during the approval pericd, the distributor Greenwave uncxpeciedly shut down their
Washington facility and Kawai insisted that it either receive payment for the piafios out
on approval at. the Edmonds School District or that the pianos bereturned. Rather than
simply return the pianos, the school district appiroached Seattle Piane® Gallery with an
unusual scheme intended to allow the schoel district to keep the pianos and to eventually
to own the pianos, but without going through the normal purchasing procedures required
of the school district.

Specifically, it was propoesed to Mr. Tucker that Seattle Piano Gallery enter into a
one-year written lease agreement with the Edmonds School Ristriet: The purpose of the.
lease agreement was to provide the funds ($76,121,10) needed to pay off Kawai for the
container load of pianos, but without the school distriet actually purchasing them.
Someone at the Edmonds School District drafted a complicated lease agreement, and the
Seattle Piano Gallery signed it. The full amount of the lease payment given to Seattle
Piano Gallery was immediately tumed over to Kawai; my client retained no portiéi of the
“lease™ payment.

Thus, for a second time my client. cooperated with and assisted: the Bdmonds
School District to dccomplish its goals, and received no recompense. In fact, because the
lease payment intended to accomplish the purchase of the pianos passed through my
client’s books, Seattle Piano Gallery had to pay income and B&O tax upon it. My client
received no reimbursement for this unexpected outlay. As they say, no good deed goes
unpunished.
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The terms and conditions of the lease. drafted by the District are extremely
unusual. It is somewhat difficult to discern the intent of the parties, and it is quite likely
that this lease was not drafted by an attorney, because of the several confusions contained
therein. However, it is undisputed that this piano lease was drafted entirely by the
Edmonds School District and thus would uiidoubtedly be construed agaifist the District.

In its terms, the lcase agreement drafted by the District and signed by Seattle
Piano Gallery is extremely one-sided. The: primary intent of the lease appeirs to be to
allow the District to purchase the planos without geing through a compctmve bIddmO_
process, or in the alteinative to receive back all tlie money paid to 1éase the pianos. It is
difficult to see any benefit atall for the Seattle Piano Gallery in this lease agreement,
with the sole exception of the provisions of paragraph 9.

By that paragraph, Seattle Piano Gallery retained the right to hold a piano sale
withiin the ore-year term 6f the lease, at’ a fime; date and localion appraved by the.
Edmonds School District. At-this sale, my client had the right to sell the 14 Diapason
pianos, as well as other pianos that it would bring to the site for the sale. At the
conclusion of the sale, any of the 14 pianos that were not sold to the public wonld
become the-property of the Edmonds Schoael Distilet. For any pianos that were sold, the
district would receive a pro ratéd portion of the lease payment back. Thus, if all 14
pianos were sold to the general public at the sale, the school district would receive its
$76,121.10 lease payment back and thus would have had another free year’s use of the.
Diapason pianos.

This sale arrangement offered my client the possibility of making a profit. on the
14 pmnos, over and above the priee noted in Exhibit A to th¢ lcase, plus profits on any
other pianos.ihat it‘could sell at the sale. All costs of the sale would be borne entirely by
Seattle Piano Gallery, Notwithstanding this: one-sided arrangement, which left all of the:
risk with Seattle Piano Gallery and most of the potential bénefit with the school district,
my client agreed to this arrangement, signed the lease, and was fully willing to earry out
its side of the agreenient between the parties.

However, for reasons that are not entirely clear to Mr, Tucker and the Seatile
Piano Gallery, the Edinonds School District waénot willing to carry out the original plan
reflected in the lease. Instead, my client was approached with a new proposal. In
refrospect, it appeais that the intent of (i€ new proposal was to allow the Edmonds
School District to come into ownership of all 14 pianes witheut ever purchasing them and
without any risk of any of them being sold to the general public,

My client understands that there is a cap or lid of $40,000 on purchases that the

school district cin ‘make without ¢ompetitive bidding. Perhaps by coincidence, the
school district proposed to my client that it purchase the. four grand pianes before the
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ptib'lic sale for a fotal of '1pp10ximately $36, (}00 This puréliase _including tax; would fall
those four grand planos at a pmce well below what it would cost to replacc thern and
would preciude the risk that someons else would buy the pianos at the public:sale.

In order to effectuate this plan, the school district asked M. Tucker to provide an
invoice, and the school district generated a purchase order. Copies of both ate enclosed.
Ultimately, a check was cut by Edmonds Scheol District and delivered to my client, in
the face amount of $39,748, representing the invoice price for the four grand pianos;
‘including tax,

Your lefter suggests that somehow this entire process, involving: an invoice, a
purchase order and a check signed by the Sectetary of the school board was all an
“errongous payment.” It.is your assertion rather than the payment which.is.erroneous. In
order to see-the érror of your conclusion, we all need to undersfand what the Edmonds
School District was trying to accomplish. when it asked Mr. Tucker and Seattle Piano
Gallery to alter the terms of the lease.

Mr. Tucker anticipated that he would be ablg to sell some or all of the Diapasow
pianos at the intended sale, for a price well above the amount he would need te refund to
the District. Since the Seattle Piano Gallery had received no commission, no profit and
indeed. no payment whatsoever in-any of the previous transsactions involved in providirig
these new pianos to the Edmonds School District, this was my client’s only opportunity
to make any money to cover its work and overhead. In exchange for the opportunity to
sell these pianos at a profit, Mr. Tucker was willing to guarantee that the school district
would either receive back the leasé payment it préviously paid on each piano, or the
piano itself.

However, when the school district decided to change thie tetms of the lease, its
proposal would deprive Seattle Piano Gallery of the opportunity to make money on this
transaction. As fo the four grand pianos, my client :a.ntlclpated that it could sell each for
at least $14,000, which is $5,000 more than the lease price in Exhibit A for those grand.
pianos. (This in fact tmrned out to be true; because Seattle Piano Gallery was. able to sell
two other Diapason grand piands at the sale, both for well over the $14,000 anticipated
price.)

Therefore, by asking Mr. Tucker to take those four grahd pianos out of the sale,
the school district was knowingly asking my client to give up the opportunity to generate-
as much as $20,000 of incortie, over and above what would be necessary to rexmburse the
school district for its Jease payment on those pianos.

Furthermore, the school distriet also asked Mr. Tucker to manage the on-site sale
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in such a way a§ to avoid selling the other 10 upfight pianos if hie could, Mr. Tucker
agreed to de thisas well. However, this forbearance on the part of Seattle: Piano Gallety
also cost it potentral revenue. Mr. Tucker anticipated that each of the uprights could have
been sold foras much as $1,600 more than the reimbursement owed to the séhool district

under the lease.

Furthermore, by reducing the number of pianos available for sale, the District’s
request made it less likely that the profits of the sale would exceed the costs of the sale;
such as wages, advertising and moving the piagos. In fact, my client lost money on the
sale.

The reason that the school district madeé these requésts of Seaitle Pidno Gallery is
obvious. If all 14 pianos were sold to the public, the school district would get its entire
lease payment back, but it would then have to replace the pianps. The replagement cost
of these pianos would be considerably higher than the $76,121 paid for them throu gh the
lease program. In other words, my client was asked to forebear from selling the [4
Diapason pianos, despite the financial cost t6 my client, so that the District would not
need to purchase replacement pianos.

This forbearance explains the willinghess of the District to pay my client the
$36,000 plus tax last September. Five thousand dollars of anticipated pr ofit.on the four
grand pianos i $20,000 and $1,600 anticipated profit on the 10 upright p1anos is §16,000.
Mr. Tucker and Seattle Piano Gallery carried out their pait of this bargain, to the full
benefit of the Edmonds Scheol District. All four grand pianos were taken out of the sale
so that the district would not have to replage them. Furthérmore, My, Tucker and his

salespeople were successful in steering people away from the 10 upright-pidnos that the

Distiict had béén using. Only one of the ten was sold to the piblic, and that ocourred at
the very end of the sale, when Seattle Piano Gallery ran out of otlier Diapason upright
planos to sell.

Thus, the result of this transaction was extremely. favorable to the District, The
District was able to retain 13 of the 14 planos it had. initially received on approval from
Greenwave. The leasé paymént for the 10" upright piano ($4;617.36) was promptly
reimbursed to the District after the sale. For the initial lease payment of $76,121 , plus the
additional payment of $36,000 plus tax, the Edmonds Schoel District received far greater
value in pianos and avoided thé difficulties of putting the entire purchase eut to bid.

Upon a complete review of this transaction with its counsel, occasioned by your
letter, Seattle Piano Gallery has coneluded that it is entitled to keep the full dmount of the
September 9, 2005 payment, with dne exception. Since one of the fen upright pianos was
sold to the pub]lc despite the best efforfs of Scaitle Piano Galléry, ray client feels it
would be equitable, although not required, to return to the Edmonds School District the
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$1,600 of anticipated profit which the district paid to Seattle Piano Gallery. Enclosed
herewith is' my client’s chcok in the amount of $1,740.80, representing the $1,600 of
anticipated profit on the 10 Diapason upright piano, together with the sales tax on that
amount, Negotiation of this check will congtitute an accord and satisfaction regarding the
claim set forth in your letter and a release of any claims against Seattlé Piario Gallery.

Finally, it is regrettable that the failure of the various administrafive personnel at
the Edmonds Scheel District to caididly and straightforwardly explain to you the ratute.
of this transaction led you to reach inappropriate conclusions regarding Seattle Piano
Gallery. Mr. Tucker and Seattle Piano Gallery have worked hard to assist your district
with its music program needs and its financial difficulties for these past séveral years, and
as noted above, my client received nothing from any of these fransactions unti! the
District chose to change the terms of the lease to my client’s detiiment and willingly and
voluntarily paid my client $39,748.50 for that purpose. If your district wishes to do
business with my eclient in the futire, we believe that a lelter of apology would be
appropriate.

Very truly yours,
I'Y; - ¥y
et

S

Robert J. Hen &

A

RJH/alb
Enclosures
cel Client
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