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Master

IN ~ CIRCUIT COURT OF THE FIRST CIRCUIT

STATE OF HAWAII

In the Matter of the Estate EQUITY NO. 2048
)

)
)

of MASTER'S REPORT R~GARDING
SPECIAL PURPOSE TRUSTEES'
REPORT FILED ON APRIL 27,
1999; CERTIFICATE OF SERVICE

BERNICE P. BISHO~,
)

Deceased.
)

ubc 'prgA&~. 'report., .,1rSAu41 ~

MASTER' S REPOR~ REGARDING SPECIAL PURPOSE
- TRUSTEES' REPORT P:ILED APR:tL 27. 1999

Comes now COLBERT M. MATSUMOTO, duly appointed Master

for the lO9t.h 110m, and lll~ Annual Accounts of HENRY HAALILIO

PETERS, OSWALD KOFOAD STENDER, RICHARD StJNG HUNG WONG, MARION MAE

TRUSTEES UNDER THELOKELANI LINDSEY and GERARD AULAMA JERVIS,

WILL AND OF THE ESTATE OF BERNICE PAUAHI BISHOP, DECEASED

(hereinafter the "Incumbent Trustees") and hereby submits this

report and makes the findings set forth therein regarding the

1999,Special Purpose T~stee5' Report tiled herein on April 27,

regarding the pending, IRS Audit. of the Trust Estate and j.ts

subsidiaries.



I. PROCEDUR.AL HISTORY

On November 17, 1997, the Master's Report on che One

Hundred Ninth Annual Account of the Trustees (nlO9tb Master's

Report" ) first disclosed to the Court the pendency of the IRS

Audit of the Trust Estate. Your Master reported that

The information sought pursuant to t-he audit is
quite extensive and overlaps a number of areas of
inquiry in connection with the annual account. Despite
the potential significance of that inquiry, your Master
has not had an opportunity to obtain adequace
information regarding its nature and scope.

The Master's Consolidated Report on the 109~ llotn,

and lll~ Annual Accounts of the Trustees filed herein on

"Master's Consolidated Report") again reported1998August 7,

that the IRS was conducting a wide-ranging audi~ of the Trust

Estate. The IRS Audit was described as covering ac~ivities of

the Trust Estate and Incumbent Trustees during the three fiscal

years being reviewed

The Master's Consolidated Reporc cautioned thac based

(IIDRs")upon issues raised by the Intormation Document Requests

their conduct mightrelating to individual Incumbent Trustees,

become subjects of the audit. As such, negotiations between the

IRS and the Trust Estate through the Incumbent Trustees might

involve situations of conflicting interests which might

necessitate Court intervention to ensure that such conflicts

would be dealt with appropriately and the interests of the Trust

Estate properly protected. Recommendation No. 18 of the Mascer~s

Consolidated Report cherefore recommended tha~ ~he Courc issue

appropriate orders to the Incumbent Trustees





Estate, we [the IRS] have suspended communicacion wich
the trusCees and their agents and powers of atcorney
with whom we have been dealing. We will resume
commun~cations and the exchange of informacion upon
notification that che issue concerning the conflict of
interest has been resolved so that we know that the
persons with whom we are dealing are authorized to act
on behalf of the Estate in this matter.

See SXh~b~ t XX to Mas ter' s second Suppl emen tal Report on the One

Hundred N.inth, One Hundred Tenth, and One Hundred Elevencb Annual

Accounts of the Trustees (~Master's Second Supplemental Report.).

Your Master therefore caused to be filed on November 2,

~9ge, the Master's SeCODa Supplemencal Reporc and on November 13

1999, filed Amended Recammendat~on No. 22 to the Master's Second


